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Functional Information Resource Maturity (FIRM)

Introduction

Most CIOs are familiar with the following problems:  Information systems -- created at high cost in money, time, and stress -- are used in unproductive ways, if at all.  IT departments are known for delivering products late and over budget, and the budget is very hard to justify.  Relations between IT and its users are poor at all levels; there is a low level of trust and paradoxically a high level of user expectation.  Users feel justified in seeking alternative sources.  The IT department feels disrespected – and it is!  There are some who think this is a characteristic of an IT department that is immature in some sense.  But what would “maturity” be and why confine it to the IT department?  

As a partial answer, this paper updates the concept of “IT Maturity,” a concept dating back to Ein-Dor and Segev (1978)   Thirty-five years after Nolan’s (1973) paper defining the four stages of IT maturity, we propose refocusing that term.  Nolan focused on the maturity of the organizational IT unit. So did later researchers (e.g., the CMM approach). It is time to look at maturity from the viewpoint of the other part of the organization (managers and users), shifting from internal IT management of the technical infrastructure to organizational acceptance and integration of IT.  We define Functional Information Resource Maturity (FIRM) as that stage of organizational development reached when individuals in the organization (users and managers), at all levels, individually and in groups, accept IT in a more “mature” way as will be described below. 

Objectives

The following paper describes this new conceptualization of “IT Maturity.”  We outline the rationale for a new measure of IT maturity. The following section details the idea of FIRM and conceptually distinguishes those organizations which have achieved high levels from those that have not.  It also makes conceptual predictions about the effects of these differing levels of FIRM that can be tested.  

Method

The motivation for this expanded view comes from interaction with businesses and CIOs, culminating in a roundtable conducted in May of 2007 with twelve senior CIOs. They represented a cross-section of industries (e.g., manufacturing, service, government) and the total annual sales of the participant companies exceed $300B.  The topics of the roundtable discussions were the problems with IT in organizations, and the future of IT. 

Following the CIO Roundtable, the authors analyzed the transcript, deriving a set of lessons learned and producing a report for the participants.  This new form of IT maturity clearly emerged from the discussion, which focused on IT-business relations.    

What is the basic idea here?  “Maturity” means understanding, on the part of everyone in the organization, that information is a critical resource for efficiently operating and managing the organization (there is no way the organization can carry out its mission without the availability of accurate and timely information) and acting on this understanding. Since the IT unit (people, hardware and software) is the provider of this resource, maturity means, realizing the importance of including IT delegates in each managerial level as an equal partner in order to enable them understanding the organization (at each level) and providing the best support for its information needs. In addition, the users and managers accept the IT function as the authority for IT.  A mandatory condition for enabling the kind of maturity we are referring to here is that the  IT unit also accepts the managers and users as the authority for the business management and their information needs. 

What do we expect from FIRM organizations?  Under our definition, the actions of FIRM organizations should be characterized by the following:

· Investment: Everyone in the organization, from C-level executives down to users, perceives IT expenses (in time, effort (towards learning and understanding IT in general and the applications in particular), as well as money) as an investment in business process improvement (rather than as an expense). 

· Freedom: The CIO can reject users’ requests with the support of the CEO and maintain the respect of the CIO’s peers.

· Usage: Managers and users deploy all organizational information systems and are not looking for alternative solutions.

· Acknowledgement: Managers and users acknowledge the fact that the IT function is the best agency to provide the organization’s information resource.

· Respect: Users and their managers consider the IT unit as the sole source of information technology and information technology advice for the organization

· Partnership: The IT function and its delegates are perceived as equal business partners by the organization at each organizational level, and not merely as a service.

· Ownership and Responsibility: The managers and the users are the ones that initiate IT projects, own them, lead them and report their completion.

The CIO Roundtable participants indicated that, based on their experiences, FIRMness is related to increased competitive advantage from the use of IT in organizations. Nolan’s (1973, Figure 2, page 401) original stages hypothesis used “computer budget” as “a surrogate for the collective effect of multiple situational variables, such as industry, dollar sales, products, business strategy, management and technology, which determine the set and nature of the planning, organizing, and controlling tasks for managing the computer resource.”  

In a low FIRM (“inFIRM”) organization alignment and partnership are rarely achieved.  In inFIRM organizations, ideas about the information resource and attitudes towards and expectations of the IT function are generally expressed in terms of the technology only and not in terms of managers’ and users’ functional goals.  This naturally leads to frustration, anxiety and mutual distrust, since users have little knowledge of and even less desire to care for technology. Also, the IT function will be isolated into a technology ghetto thereby seriously and negatively affecting its ability to communicate with users.  
Why is FIRMness now an issue?  

In the past, users and managers did not have any knowledge about computers, and IT people were perceived as knowing all (including what was good for the users and managers). At this time, the system quality and use were exclusively dependent upon the quality of the underlying technology that was, in turn, a function of the IT maturity (CMM for example). At this time, computers were very expensive, there were not any software products that were available off the shelf, and managers and users did not even think of approaching hardware and software vendors directly (without involving the IT).  Now, there are many hardware and software products that are very inexpensive, managers and users know how to use PCs and user-friendly software tools (e.g., Excel). Many times, when the managers and users are not happy with the software provided by the company due to, perhaps, a lack of communication), managers and users directly approach hardware and software vendors and look for alternative solutions,  This of course causes a lot of problems for the IT unit and its leader (the CIO). In the roundtable mentioned above, the CIO of a $6.5B firm said that when he came to the company he found that the company used over 50 different ERP software packages. This is naturally very difficult to manage and very inefficient.  On the other hand, managers and users often treat the IT function as a technical support and not as a business partner, which reduces the capability of the IT unit and its leader to add real value to the organization. 

How does FIRMness differ from other IT-related maturity measures?  There are three  distinguishing features of the FIRM view of IT-organizational maturity.  First is the emphasis on the user side: FIRM is a characteristic of the organization, not the IT function.  Second, FIRM really does concern maturity and, in particular, user responsibility for information and the use of information tools.  Based on previous research, users, not just IT, have matured to the point that they can and should be responsible for their own information.   Certain ideas (for example, that IT pushes technology onto unwilling users and that IT is a sort of IT “janitor”, taking care of information for the user) belong to a prior era of immature IT and informationally-immature organizations (Licker, 2007).  Third, FIRMness is a characteristic that exists at all levels in the organization, not just at the front-line user level or at strategic management levels.  This kind of shared awareness makes it far more likely that strategic-level initiatives become translated into effective user-level deployment.  

What is driving this maturity?  On the one hand, the technology has improved to the point where user expectations, while still horribly misinformed, are generally attainable given sufficient budget.  On the other hand, the pressures of modern business are propelling organizations into information-enabled ventures (such as e-commerce or strategic partnerships).  This, in turn, compels organizations to have more respect for information and those who tend the equipment.  With these forces have come changes both within the IT unit as well as within the organization.   For example, the technology itself behaves very much like a utility.  IT is becoming standardized and integrated across the firm.    

What comes with this maturity?  Having the CIO participating as an equal member of a firm’s strategy group with other C-level members such as the CEO and CFO (termed “at the table”) is only one result of this maturity.  We believe that FIRM organizations have stable and controllable technical infrastructures, engage in multiyear planning for use of IT in competitive ways, and place a high value on IT’s role in achieving competitive advantage.  In high FIRM organizations, concerns about trust and whether IT delivers value disappear. FIRM relates strongly to the effectiveness of managing and using IT in an organization.  By addressing the FIRM criteria, the IT unit and the CIO can much better support the organizational information needs, utilize opportunities and add much more value to the organization through the use of information systems. IT use is more focused and valuable and perceptions are aligned with this value received.  There are higher levels of support for IT resource expenditures at the C level and all other levels, increased autonomy in IT decision making, better relations with users regarding application portfolio management, more control over vendor activities, and higher levels of respect for IT people among user groups.  As was reported by one CIO, after attaining a high FIRM level, managers and the users take responsibility over using IS to address their information needs, initiate IT projects, lead them and report completion. Consequently, the benefit the organization gains from using installed systems was increased, as were the level of appreciation and respect between the managers and users on one hand, and IT people on the other and the efficiency of the IT services. 

Conclusion 

FIRM refers to how organizations accept and relate to their information resource and the IT function that provides it.  This concept is an extension to existing maturity measures for IT effectiveness but focuses on organizational, rather than technical and infrastructural, considerations.  FIRM is based on the idea that responsible, informed use of technology is the key to aligning information technology with the organization.

The idea of FIRM as an extension of IT maturity came out of an industry CIOs’ Roundtable.  The topics that we addressed in this paper have high priority on CIOs’ lists and interests.  We think that the CIOs’ concept of FIRMness is innovative.  Investigating FIRM is an example of cooperation between academics and practitioners that will have positive payoffs for all players: increased effectiveness for IT units and CIOs, and new productive lines of research for academics.
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