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 Organizational IT Maturity: A New Look at an Ageing Concept

Introduction

This paper updates the concept of “IT Maturity”, which has a long history concerned with the management of the IT function within a firm. The motivation for this expanded view came from 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. 

Thirty-four years after Nolan’s (1973) paper defining the four stages of IT maturity, we propose refocusing the term “IT maturity” and naming it “organizational IT maturity” (OITM).  It is time to look at maturity from the viewpoint of the whole organization, shifting the focus from internal IT management of the infrastructure to organizational acceptance and integration of IT.  IT management as a whole has matured to the point where it makes sense to speak about IT’s role and function as a business partner equal in value and contribution to any other unit (e.g., production, sales, finance).  We define OITM as the extent to which an organization meets the following criteria:

· IT is perceived as an equal Business Partner by the organization, and not merely as a service.

· The organizational CIO has a seat at the table equal to other C-level executives.

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

· The organization gives the IT unit authority over all IT decisions including acquisitions.

· C-level executives and their subordinates perceive IT expenses as an investment. 
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The CIO Roundtable participants indicated that based on their experience, increased OITM 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 our model, we use competitive advantage as “the collective effect” of the dimensions of OITM.    In the following sections, we motivate the expanded definition we are using.  

Organizational IT Maturity

The term “IT maturity” is well known and generally refers to characteristics of the technical infrastructure and its management internal to the firm.  The academic literature on this goes back at least to the late 1970s (Benbasat, Dexter and Mathan, 1980; Ein-Dor and Segev, 1978).  These papers were based on the Nolan’s (1973) venerable “stages” model.  This stream of research has always pointed out the benefits of “mature” management practice in terms of IT service delivery.  For example, Mahmood and Becker (1985) pointed out that this sort of maturity was correlated with user satisfaction. More recently a variety of IT process maturity measures have been created and used (such as the Capability Maturity Model (CMM) for software development (Paulk, et. al., 1993)).  These and related measures are concerned with “mature” processes for creation and management of software, but do not refer to the organization’s IT maturity.

OITM is the flip side of Nolan’s IT maturity, which concerns primarily what IT brings to users.  Organizational IT maturity, on the other hand, is concerned with the way the organization accepts and treats IT.  In effect, OITM is concerned with the maturity of the way an organization treats its IT function, the role and authority the organization gives to this function, and the appreciation of the value that function delivers. 

OITM is not the same as IT governance (Weill and Ross, 2004), which is concerned with decision rights, although aspects of governance and OITM speak to the same relationships (Schwarz and Hirschheim, 2003), especially in the partnership model of Agarwal and Sambamurthy (2002).  OITM bears some resemblance also to some dimensions of IT maturity as used by Grover and Goslar (1993), which included top management's knowledge of IT and involvement in IT planning, plus dimensions relating to the extent of IT investment and the relationship between IT performance criteria and organizational goals beyond cost.  However, these dimensions do not address the effective role of IT in the organization.  Their anomalous findings may also indicate that their definition of maturity was insufficient to explain patterns of adoption and use. For example, they did not find a predicted positive relationship between IT maturity and the adoption of telecommunication technologies. 

OITM is also related to Luftman’s (2000) concept of IT-Business Strategic Alignment Maturity, without the emphasis on alignment, which is, in our view, a potential outcome, rather than a defining quality, of OITM.  It is likely, too, that there is some relationship between OITM and the concept of “organizational maturity” as introduced by Smith, Mitchell and Summer (1984).  They spoke of inception, high-growth and maturity as three distinct stages in the organizational life cycle.  OITM may mean different things in organizations at different stages of their own maturity.

Among Roundtable participants, there was agreement that the role of the IT in the organization has changed recently because companies have become larger and processes that used to take place in one organizational unit now may operate in several. A major role of IT today is as integrator among the different units. Another role of IT which has appeared quite recently is interorganizational integrator through the implementation of interorganizational systems (ISO) (Applegate, Austin, and McFarlan, 2007).

Another trend for IT is standardization for this integration.  Among challenges for CIOs is the trend toward mergers and acquisitions.  When a company acquires another company, it is likely that the second company will have a different set of software. The result is an increased, potentially incoherent portfolio.  One Roundtable participant reported that when he started working for his current firm, there were about 50 different ERP packages. Increased portfolios of software and projects may stem from the fact that software and hardware have become so inexpensive that many times the cost of these items is within the authority of managers who use that authority to approve the purchase of software and hardware items directly from IT vendors without consulting with the IT unit.  Also, users are much more demanding today with much higher expectations.   They all have experience with PCs and other digital technology at home and are exposed to a variety of advertising. As some Roundtable participants noted, users come to work and demand to have the same latest technology as they have at home or see in advertising.  This potentially large number and variety of hardware, software packages and projects creates a problem of support and responding to interaction among the different types of hardware and software. In addition, these components might not align with the IT strategy and architecture. 
Clearly, many organizations have matured with respect to their relationships with the IT unit.  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 aspect of this maturity.  The Roundtable participants indicated that an organization scoring high on OITM has a stable and controllable technical infrastructure, engages in multiyear planning for use of IT in competitive ways, and places a high value on IT’s role in achieving competitive advantage.  Other parts of a firm are clearly “mature” in this sense, such as an automotive company’s engineering, R&D and marketing functions.  This maturity entails the ability to influence. One Roundtable participant said,   “So when product development goes in, manufacturing goes in, purchasing defines their footprint, manufacturing defines their footprint, we go in and say, ‘Here’s our footprint,’ and there’s no debate.  IT has reached the same maturity level as other departments have – and it’s not looked down upon anymore as the new kid on the block. It’s not a second-class citizen.” In high OITM firms, concerns with trust, the value of IT, and delivery disappear.  They are often symptoms of low OITM.  Some organizations have realized the importance of information systems and the IT function and its role as a business partner, and consequently allocated a seat at the executive table to the CIO. 

However, this is not always the case.  In some organizations, the head of the IT does not necessarily have a “C” title and may be called “IT director” or might not necessarily participate as an equal member in “C” level meetings even when titled a “Chief Information Officer.” We have recently interviewed several CIOs who report to a CFO even though their own title is CIO. In spite of their titles, they did not have a seat at the executives’ table.  One such IT director’s CEO did not want to promote the IT director to the C level, barring the IT director from participating in C level meetings. This attitude persists even in the situation of this particular IT director being highly appreciated by the CEO, and by all of the other “C” level executives. In this organization, after having an acquisition rejected by the IT Director – because of justified reasons – users often approach the CFO, who usually approves their requests without checking the consequences with the IT Director.  This results in needless expense, effort, and sometimes unusable acquisitions. These examples show that there are some organizations that have not reached the level of OITM as others.  

The term “business partnership between IT and business executives” (Agarwal and Sambamurthy, 2002)  refers to “Decisions about business innovations require significant levels of collaboration and partnership between IT and business executives” (page 2). We propose to build upon their definition and deem a business partnership to exist when the two groups (IT and users) work together to support mutual goals on an on-going basis, and when this relationship is equally perceived by the two groups. 

We make a distinction between IT perception and business perceptions regarding that business partnership because differences in these perceptions are common. We recently visited a company and presented them with the OITM model. After the presentation we interviewed, separately, the CIO, the division president, the division manager, one of the plants managers, and the technology manager. The CIO was convinced he and the IT group were indeed business partners to the other executives. However, all four managers indicated that they did not perceive IT as business partners since the IT unit was not involved on an on-going basis with the organizational strategy and operation.   
Benefits of OITM

Changes in organizations (e.g., growth, mergers and acquisition), have created new challenges for CIOs to deal with.  A higher OITM level contributes significantly to the ability of CIOs to deal successfully with these challenges. Based on the roundtable discussion, OITM relates strongly to the effectiveness of managing and using IT in an organization.  By addressing the OITM 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. And there are additional benefits from higher levels of OITM.  These include all of the following:

Higher levels of support for IT resource expenditures at the C level:  IT and the other parties become business partners who work together for their mutual benefit – the success of the organization through increased competitiveness.  Thus, C-level executives are willing to invest more in IT resources because they know the investment will pay off.  

Increased autonomy in IT decision making:  As a business partner, IT understands the needs and constraints of the business and is looking for the best way to support them.  Sometimes because of technical considerations, the IT unit cannot directly and immediately provide what the user asks for, and makes them wait (perhaps for the next upgrade of the software instead of developing something immediately, for example) or implements a solution that was appropriate but might not have been the first choice of the user (because of considerations of alignment with the IT architecture or strategy).  Consequently there is a cost saving and a lot of communication problems are avoided. This can only be done when the IT people and the CIO have gained the authority and the respect from their peers at al levels. 

Better relations with users regarding application portfolio management:  Users and managers will better understand the value, constraints and operations of information technology because communication among business partners is much better at all levels than in the service provision model.  Not only is the IT unit better respected by the users with increased OITM, but also users appreciate the more apparent sharing of risks and responsibilities than in the arms-length relationship implied by service provision.

 More control over vendor activities: A high-OITM organization is more disciplined (as one of the Roundtable participants said) and users and vendors know that they cannot deal with each other without the direct involvement of the IT delegate.  This increases the level of standardization and improves the terms of the business contracts with vendors for the firm.  It also helps manage and standardize user expectations of IT and the IT unit.

Higher levels of respect for IT people among user groups:  By perceiving their IT expenditures as investments, users have a higher level of trust and belief in the competence of the IT unit.  This also engenders more realistic expectations of what the IT unit can and cannot deliver.  

Clearly OITM is a central concept, affecting most aspects of IT operation and contribution.  Because OITM varies among companies and assuming OITM can impact organization efficiency and performance, it is important to find out what factors affect OITM. According to our previous research and experience, organizational characteristics (e.g., company size, industry, complexity of the products or services provided by the company) impact the benefit an organization may gain from using various information systems. It is thus possible that organizational characteristics influence OITM. 

Conclusion 

OITM refers to how organizations accept and relate to their IT function.  This concept is an extension to existing maturity measures for IT effectiveness but focuses on organizational, rather than technical and infrastructural, considerations.  

The idea of OITM 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 OITM is innovative.  Investigating OITM 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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