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Executive Summary

Transformation is a common IT buzzword these days. In a recent issue of Fortune,
Verizon instructs readers to “see how Verizon technology can help transform your
business.” Google “IT Transformation” and numerous articles and blogs pop up
providing insight into the changes taking place in IT. There is a reason for the buzz --
companies are faced with new challenges every day. Volatile market conditions,
competition, dynamic business demands, and the proliferation of technology innovation
force organizations to perpetually search for better ways of doing things. In today’s
business environment, companies need to be agile, adapt quickly and be decisive. That

agility requires strong alignment with IT.

Additionally, new technological advancements such as readily accessible cloud-based
solution offerings and user mobility have made the old model for delivering IT services
to the business obsolete. The business environments of the future require IT leaders to
act as agents of change, constantly searching for improved ways to deliver IT services to

the business through resources both internal and external to the organization.
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Transformation Defined

The term transformation is used interchangeably for change in common vernacular.
While all transformation involves change, not all change is transformational. By
definition, transformation implies changing an existing form to a new one that never has
existed before. In this context, transformation is not just about technology, but a
broader paradigm shift for business based upon information, knowledge and wisdom
derived from sophisticated business intelligence. This shift provides a new opportunity

for IT to offer an unprecedented value proposition to the business.

Executive Perception

In a 2010 article in The Economist, business editor, Matthew Bishop suggested that “the
business winners will be those that combine scale with agility.” Supporting this theory, a
McKinsey survey revealed that nine out of ten executive respondents ranked
organizational agility both as critical to business success and as growing in importance
over time. * The benefits of enhanced agility, according to survey respondents, include
higher revenues, more satisfied customers and employees, improved operational

efficiency, and a faster time to market.

In contrast, another recent survey revealed only 18 percent of CFOs believe that IT
meets or exceeds service levels that the business expects.” Amazingly, only 37 percent
of ClOs believe they help drive business results, which they consider their primary
indicator of success.? This statistic begs the question: what is occurring in the 63% of
companies where IT is not perceived as providing demonstrable business value that

contributes to the business’s ability to be agile and competitive in the marketplace?

1« Building a nimdtKi nsgunGlzabhalonSumMvey.” Mckinseyquarterl|y.

2 Messmer, Ellen. CFOs lack faith in CIOs and IT teams, survey shows. Network World, (June 22, 2011).
http://www.networkworld.com/news/2011/062211-cfos-cios.html
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This perception gap among business leaders reveals the need for IT to align with

strategic business objectives to actualize opportunities to build competitive advantage.

Historically, the primary focus of the CEO and other non-IT executives has been to
develop strategic business objectives and use them to coordinate alignment among key
organizational resources to achieve desired results. The primary function of IT has
traditionally been to provide technological capabilities to business end users. Today,
the forces of competition and the demand for increasingly rapid, flexible, scalable, and
extensible IT performance capabilities has rendered the old model of IT services
obsolete. It is essential for IT to constantly improve technology performance to support
the future needs of the business. If the strategic misalignment between business and IT
is not rectified, the end result will be missed opportunities for IT to deliver impactful
value as a competitive business advantage. Forward thinking CIOs need to build
strategic partnerships with their business counterparts to ensure that the delivery of IT
services is optimized to fulfill corporate strategy. By aligning the goals of IT with those
of the business, organizations can achieve a critical strategic synergy that delivers

measurable competitive advantage.

Technology Optimization

The traditional operational model for IT is driven by the siloed priorities of IT leaders,
which generally are more tactical than strategic, and focus on the optimization of
technology at the component level rather than the transformation of IT’s alignment
with strategic business objectives. We define optimization as an act, process, or
methodology of making something (i.e., a design, system, or decision) as perfect or
effective as possible. In an IT context, optimization typically focuses on two domains:
efficiency and reduced costs. While these are desirable outcomes, component level
optimization isn’t necessarily connected to broader corporate strategic goals and risk

tolerance thresholds.
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While component level optimization can take place in a vacuum, organizational
transformation cannot. For example, an organization might choose to strategically
implement an IT solution that is actually more expensive than alternative solutions, in
order to mitigate operational risk. In this instance, the “optimized” solution is one that
accounts for other factors in addition to efficiency and cost reduction to validate the

investment spend.

Business today is conducted at a faster pace than it was ten years ago, five years ago, or
even last year. Today, technology is mainstreamed and entrenched in the daily lives of
consumers where simplicity, ease of use, customized provisioning, and rapid adoption
are critical to product and service success. The magic that once took place behind the IT
curtain is no longer the exclusive domain of internal IT departments. There are
numerous external service provider options that offer intriguing new ways for the
business to procure and optimize the delivery of IT services. In many cases, these
alternative service providers offer the ability to do what IT does--only better, faster, and
less expensive than internal IT, with greater flexibility through advance customization to
meet client needs. With so many new service options available in the marketplace, IT
departments need to do a better job measuring and communicating their value

proposition.

Technology, Transformation and the Economy

The 2008 global recession induced many organizations to adopt understandably
conservative practices for investment spending and recent economic turbulence suggests
that the economic volatility is not over. Given the unstable economic conditions, the need
to demonstrate synergistic alignment between IT capabilities and strategic business goals
has become increasingly urgent. When it comes to capitalizing on opportunities to gain

competitive advantage, standing still or electing to do nothing are not viable strategic
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options. Innovative organizations are making gains in business efficiency through strategic

transformation.

Such gains can only be achieved through integrated collaboration between business
leadership and IT, to drive transformational change cross-sectionally through all layers
of the enterprise architecture framework (Figure 1), ensuring that organizational
strategic priorities and risk tolerance thresholds define how IT delivers services and

capabilities to the business.

Figure 1
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The opportunity ahead of most organizations is to architect the capabilities delivered by
IT facilities, infrastructure, applications and data to meet or exceed business strategy
and risk tolerance thresholds defined by the business, which will in turn optimize how IT

delivers services and performance capabilities to the business.

This approach is useful for communicating operational risks to key organizational
leaders, helping business stakeholders prioritize technology risks against one another,
and developing capability-focused business cases to remediate technology risks / gaps

through investment spend projects.
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Four additional factors determine where an organization has the greatest opportunity to
achieve a lasting IT transformation and help define the value proposition associated

with transformational change:

o (Capabilities
e Cost

e Controls

e Risk

For the purposes of this analysis, we define capabilities to be the performance
attributes associated with different technology solutions. Cost is defined as the
investment spend needed to implement and deploy technology solutions. Risk is
defined as the potential that a given threat will cause harm to the organization, and
controls are defined as the strategic methodologies utilized by companies to reduce or

eliminate such threats.

Implementation

Once the decision has been made to transform IT, the organization must decide if it has
the requisite internal expertise needed to deliver impactful, sustainable transformation.
These evolutions do not take place organically without addressing the significant
cultural and communication challenges that accompany them. Forty-two percent of
respondents at the 2006 International Data Corporation (IDC) European Forum
indicated that the biggest obstacle toward making IT more business responsive was
poor communication between IT and business management about priorities.* As
recently as April 2011, “learning how to communicate effectively with business” was still

considered one of the biggest challenges facing IT.”

4 Gens, Frank. The CEGCIO Communication Gap: The Number One Obstacle to IT TransforméEiGrExchange.
International Data Corporation, (October 11, 2006). http://blogs.idc.com/ie/?p=74

5 0rr, Anthony. Reduce IT Stress with ITIL v3 Adoptidmatamation.com, (April 2011);
http://www.datamation.com/blog/2011/04 /reduce-it-stres.html
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Results

While most organizations have either the internal IT talent or access to external

effort within an organization to maximizelong-term transformative outcomes. If the
first step toward IT transformation is to purposefully align business and IT goals to
achieve defined strategic outcomes, then the second step is effective communication
between business and IT. Effective communication is imperative for IT to evolve into a
strategic catalyst, contributing competitive advantage instead of a cost center that is
unresponsive to organizational need. While the CFO may believe that IT falls short in
delivering the innovation necessary to achieve or exceed business expectations, the

results are extraordinary when this chasm is crossed.

Transformation cannot take place without the ability to quantify, measure, and analyze
the specific organizational factors that influence each organization’s unique strategic
goals. Having the right metrics and business analytics validates how well IT
transformation advances the fulfillment of strategic business objectives. This is where
IT must take a proactive approach to prove their value. As noted by Gartner, “CIOs need

6
” In

to re-imagine IT as a strategic catalyst and begin leading from that perspective.
other words, maintaining the status quo role around how IT traditionally delivers

services to the business could render them obsolete and potentially lead to outsourcing.

6 Reimagining IT: The 2011 CIO Agenda; Gartner Executive Programs. (2011), page 10.
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Conclusion

“If you think the task ahead of you (the CIO) is simply to introduce a new technology,
standardize a disparate set of computer systems across the corporation, update vendor
agreements and revise the IT governance structure for your company — think again,”
said Mark Raskino, vice president and Gartner fellow at the recent Gartner

Symposium/ITxpo in Mumbai.

The Transformation Age for IT is upon us. The traditional operational model for IT is
inefficient, and organizations that fail to optimize the value provided by IT squander an

incredibly important competitive advantage.

Undertaking transformational change is not easy. A critical first step is the
acknowledgement that IT must become a strategic catalyst to enable the business to
achieve corporate strategic objectives. IT cannot be an impediment. IT component
optimization—where most IT change begins and ends—is an important first step, but it
is only a first step. Synchronizing IT delivery with business defined requirements helps
IT to deliver measurable competitive advantage and fundamentally transforms how IT

delivers services to business end users.
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About N’compass

N’compass is a Minneapolis-based technology consulting firm that specializes in
inspiring the thought leaders of the Transformation Age. We are a lean, nimble,
independent firm that thrives on tackling the most complex, challenging technology
problems facing mid-size and large corporations and institutions. Head on. We focus on
harnessing the power of strategic IT. We believe it's our purpose to help businesses
think about IT differently and see its value. We believe, when done right, IT has the
power to transform your company, its people, your brands, and ultimately the customer
experience. That's the Power of Strategic IT!

WWW.Nncompass-inc.com
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