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 Working effectively with rest of your organization’s 

leadership team to attain greater achievement of 

the organization’s goals using I.T. resources. 
◦ “effectively” 

◦ “your organization’s leadership team” 

◦ “the organization’s goals” 

◦ “attain greater achievement” 

◦ “using I.T. resources” 

 

 This requires a commitment to shared ownership 

and well-honed political communication skills. 



Reservations/Concerns Real Benefits 

 Bad I.T. Solutions 

 Loss of control 

 Longer Delivery Time 

 Systems more likely to fail 

 Loss of credibility/political 

capital 

 More blame for failures 

 Less credit for success 

 Loss of budget 

 Better requirements up front 

 Better change management 

 Better funding stabilization 

 Higher likelihood of success 

 More commitment to success 

 Quicker successes 

 Improved political capital 

 CIO becomes more business 

relevant 

 Less blame for failures 

 Bigger budget 



Retirement 

Measuring/Managing Actual Benefit 

Change Management 

Testing 

Implementation (coding) 

Design 

Requirements 

Business Concept 

The Life-Cycle of an I.T. Solution 



Reservations/Concerns Real Benefits 

 Bad I.T. Solutions 

 Loss of control 

 Longer Delivery Time 

 Systems more likely to fail 

 Loss of credibility/political 

capital 

 More blame for failures 

 Less credit for success 

 Loss of budget 

 Better requirements up front 

 Better change management 

 Better funding stabilization 

 Higher likelihood of success 

 More commitment to success 

 Quicker successes 

 Improved political capital 

 CIO becomes more business 

relevant 

 Less blame for failures 

 Bigger budget 



 
 The structure that makes I.T. Governance Possible 

 
 Who is on the I.T. Steering Committee? 
◦ CIO 
◦ CEO 
◦ COO 
◦ CFO 
◦ CMO 
◦ V.P. of Sales 
◦ Other profit division presidents 

 
 Provides a way to shares decisions, with the other 

CXOs, for the allocation of IT Resources. 
 



 

 

 

 Greater Business Relevance: Helps prioritize I.T. 

resources to create more business impact  

 Increased revenue (sales) 

 Decreased operational expenses (higher profit margin) 

 Expanded customer base (increased market share) 

 Greater profits. 

 



 

 

 

 Increased I.T. Budget: As I.T.’s contribution 

to the business increases, so will its budget. 



 

 

 

 Better Funding Stabilization: Less likely 

funding will be cancelled for large I.T. projects 

when money becomes tight (due to recession, 

downturn in sales, etc.). 



 

 

 Increases Shared Ownership (with other 

CXOs) for large I.T. projects resulting in more 

successful I.T. projects 

◦ Better requirements 

◦ Higher business benefits 

◦ Higher end-user adoption 

◦ Higher roll-out success 

◦ Better funded maintenance. 



 

 More Political Clout for the CIO: Higher 

business relevance of I.T. resources through shared 

ownership means the CIO is perceived to be more 

relevant to the business 

 Also the CIO is more involved in building 

relationships with the other CXOs since they are 

sharing ownership of I.T. projects with him  

 Also I.T. becomes more transparent to the other 

CXOs and see more clearly why I.T. is hard and 

what they are getting for their investment. 



 Sharing the decisions for how you allocate I.T. 
resources is obviously a big win for the CIO: 
◦ Greater Business Relevance for I.T. 

◦ Increased I.T. Budget 

◦ Better I.T. Funding Stabilization 

◦ More successful I.T. projects 

◦ More Political Clout for the CIO 

 

 Sharing the decisions for how you allocate I.T. 
resources requires a healthy and active I.T. 
Steering Committee. 



 

 

 

 Each CXO will have a different reason for 

attending the meeting. 



 CEO motivation: Responds to mandate from 
Board of Directors and stock holders to increase 
stock holder equity: 
◦ Stock per-share price 

◦ Quarterly and annual stockholder dividends 

 It has been shown that good I.T. Governance 
yields an average of 20% higher return on 
equity 

 Translation: If CEO attends I.T. Governance 
meetings, we will have better I.T. Governance 
and stock price will increase by about 20%. 



 

 CFO Motivation: The CFO is motivated to achieve 
the profit growth goals given to him/her by the 
CEO. 

 

 The I.T. budget is usually about 3% of corporate 
revenues which is about 30% of corporate profits. 
Doesn’t the CFO want to have more influence 
over the process of deciding how to invest 30% 
of corporate profits? 

 

 Plus, the CEO will be at the meeting. 



 

 CMO Motivation: To achieve the growth in 

market share goals given to him/her by the CEO 

 

 I.T. systems can be built that will increase new 

customers for the company (market share). 

Doesn’t the CMO want to be part of deciding 

what those new I.T. systems will look like? 

 

 Plus, the CEO will be at the meetings. 

 



 

 COO Motivation: CEO holds COO responsible 
for customer satisfaction ratings and keeping 
operating expenses down. 

 

 I.T. systems can be built that improve customer 
service and decrease operating expenses. 
Doesn’t the COO want a say in how that 
happens? 

 

 Plus, the CEO will be in the meetings. 



 So,… you got them to the first meeting, does that mean they 
will come back to later meetings? Not unless: 
 

 You control the meetings to minimize non-productive 
discussions. (Keep these meetings as short as possible but 
long enough to make impressive progress.) 
 

 You make sure the meetings focus on how I.T. can provide 
relevant business impact (i.e.: increased sales, decreased 
expenses, increased profits, increased stock price, etc.) 
 

 This means they do NOT focus on technical implementation 
issues. Keep the discussions business oriented and 
significant. 



 Remember: These people usually do not care 

much (if at all) about technical implementation 

issues and challenges and progress.  They 

assume these are being handled by the CIO 

 

 They do not find technical issues relevant to 

them 

 

 You need their help to what? 



 You need their help to what? 

 

 Help identify the business levers that need to be 

pulled: 
◦ What behaviors need to be changed? 

◦ What business value (quantified in terms of dollar 

benefit) will various proposals bring to the company? 

(new profits, growth in customer base) 

◦ Help prioritize projects so those that provide the 

greatest business value get funded and those that 

don’t get cancelled by them (not you). 

 

 



 You need their help to what? 

 

 Get more funding for business strategic I.T. projects 

 

 Help with collecting requirements up front 

 

 Help with end-user acceptance 

 

 Provide a forum for accountability for the business 

value produced by I.T. projects after deployment. 



 How to create I.T. Steering Committees that 
produce value and relevant business? What 
structure works best? 

 

 4 Structures/Approaches: 
◦ Classical Model 

◦ Routh Model 

◦ Caldwell Model 

◦ ERM Model 

 

 These 4 structures will be explained and explored in 
more detail in tomorrow’s workshop. 



 I.T. Governance means you will be SHARING 

OWNESHIP of major I.T. resource decisions 

and project management and credit with other 

CXOs. 

 

 What are common anxieties/concerns this 

produces in CIOs? 



 Shortest I’ve Seen: About 3 months 
 

 Longest I’ve Seen: Three years 
 

 If you know what you are doing, it will probably 
take you about a year or so 
 

 It requires a lot of knowledge and a lot of frequent 
communication with other CXOs to implement 
 

 You must build a vision and enthusiasm for it and 
this must be based on knowledge, not hype. 



 Not knowing what you are doing: 
◦ Not understanding what IT Governance is supposed to accomplish 
◦ Not having a workable plan for its implementation 
◦ Not picking the right structure 

 

 Not selling it to your CEO 
 

 Not spending enough time communicating and stressing the 
BUSINESS value of IT Governance (it takes a lot of time) 
 

 Not being perseverant (this is not easy and the faint of heart 
may get discouraged) 
 

 Wasting people’s time when they come to the IT Steering 
Committee meetings. 
 
 



 

 

 

Short Break? 



Presented by Dr. Richard L. Routh 



 Do it like the big corporations do it? 

 

 What is ROI? 

 

 Types of ROI measurements? 
◦ Absolute ROI = Total Benefits – Total Cost 

◦ Relative ROI = (total benefits – total cost)/(total cost) * 100% 

◦ Relative ROI = (total benefits – total cost)/(payback time) 

◦ Payback period = # of months to recover the investment 

◦ Internal Rate of Return = equivalent A.P.R. of the investment 

 



 What is a tangible benefit?  What is an intangible 
benefit? 

 

 Examples of tangible benefits: 
◦ Overhead savings because this new system allows us to 

reduce headcount by 3 people. 

◦ Cost savings because this new system decreases wasted raw 
materials by 10% 

 

 Examples of intangible benefits: 
◦ Increased sales 

◦ Improved customer satisfaction resulting in less customer 
turnover (resulting in more sales, resulting in more profits). 



 What if the CFO has a policy of not considering the 
dollar valuation of intangible benefits in the 
business case? 

 
◦ Then the full business value of some options are not being 

considered  

◦ These tend to be the strategic projects (the ones with high 
intangibles and low tangibles) 

◦ So the CFO is biasing the system against strategic value 
creation in favor of more easily quantified smaller cost 
savings projects 

◦ This results in less short term financial risk, but more 
longer term strategic risk. 



 So,…how are we (I.T. leadership) going to get 
credible dollar valuations of the intangible benefits 
that the CFO will have to recognize as legitimate 
(so I.T. can be more effective in making strategic 
contributions to the business)? 
 

 These can’t come from the CIO.  Why? 
 

 We show the other CXOs how the project will 
benefit them and get them to estimate the dollar 
valuation of the intangibles. The CFO finds it hard 
to ignore these if several CXOs have estimated 
significant values. 



 You went with idea that intangibles should not 

be considered?   

 

 You used your (CIO’s) calculation of the value of 

the intangibles? 

 

 The other CXOs did not want to give you 

estimates for the intangibles (because that 

assumes some risk on their part for the 

outcome)? 

 



 IT Budget = $100M 

Profit Center 
CIO 

 

•$75M  - IT Infrastructure, Payroll, etc. 

•$25M = New App. Development 

•$25M results in $200M in New Profits 

 IT Budget = $100M 

Cost Center 
CIO 

 

•$75M  - IT Infrastructure, Payroll, etc. 

•$25M = New App. Development 

•$25M results in $50M in New Profits  

Rock 



 Cost Center CIO 

 

 Profit Center CIO 

 

 Which kind does your CEO (or Mayor, or 

Governor, or …) want you to be? 



 

 A way to analyze a proposed I.T. solution to estimate its 

I.R.R. (value to the company) 
 

 A process for identifying very high I.R.R. I.T. solutions 
 

 A process for communicating these to the CXOs in your 

company and at the same time getting them to share 

ownership for their success 
 

 An accountability process for measuring and 

demonstrating/reporting the real business value of 

these solutions after implementation. 



 The process is called I.T. Alignment 
 

 A common misunderstanding: “If all the projects in 
my portfolio are there because the business units 
have requested them, then I.T. is aligned with the 
business (and I am doing I.T. Alignment)” 
 

 The real definition of I.T. Alignment: “A process for 
identifying the I.T. projects that will provide the 
greatest value creation in support of the strategic 
business goals of the company” 
 

 What does “value creation” mean? 



The Five steps of I.T. Alignment: 
 
 Step 1: Written strategic business goals 

 
 Step 2: Identification of business initiatives 

throughout the company that support strategic goals 
 

 Step 3: Brainstorm to identify the hidden 
opportunities for IT to enable 1 & 2 above 

 
 Step 4: Prioritize ideas from step 3 according to 

business impact (usually means: redeploy IT 
resources) 
 

 Step 5: System for post project audits and reporting  



 
 Step 1: Get a list of the strategic goals of the 

company 
◦ The list must be short (preferably not more than 3 to 5 

goals) 
◦ The goals must be measurable 
◦ The goals must have specific timeframes 

 

 Example of an incomplete strategic goal: “Increase 
profitability of the company” 
 

 Example of a better strategic goal: “Increase profits 
by 15% in the next 12 months”. 



 

 1. Increase annual profits by 12% by December 

2009 

 

 2. Increase our market share from 14% to 15% 

by June 2010 

 

 3. Increase our brand awareness in our target 

consumer group nation-wide from 7% 

(currently) to 10% by December 2009. 



 
 

 Step 2: Get a list of the strategic business initiatives 
that each CXO proposes to help achieve the stated 
strategic business goals 
 

 Example strategic business initiative that might come 
from the CMO: “Launch a new  $15M  national 
advertising campaign designed to increase our brand 
awareness among target market consumers” 
 

 Remember: “No man is as smart as a group” 
 So take advantage of the synergy of the entire executive 

team. 



 
 Step 3:  Brainstorm to find hidden opportunities 

for I.T. to help accomplish the goals and initiatives 
from Steps 1 & 2  
 

 We use “ITAB” groups and collaborative software to 
identify as-yet undiscovered applications of new I.T. 
technologies that will significantly help accomplish 
our strategic goals and initiatives 
 

 An “ITAB” group might consist of CIO, an I.T. 
project manager or two, some business unit leaders 
and a relatively young I.T. geek. 



User needs and 

requests for IT 

support 

Your 

current IT 

portfolio 

------- 

------- 

------- 

Some sort of 

creative process for 

identifying 

hidden/optimum IT 

opportunities 

IT Projects 

that 

optimally 

enable 

strategic 

business 

objectives 

The size of the cross 

section is the measure 

of your alignment 



 

 Step 4:  Prioritize and select the winners from 
the suggestions that came from the ITAB 
group(s), and then redeploy I.T. resources to 
develop them  

 

 It would be best to get new funding for these 
strategic winners, but in reality, the CFO 
usually says something like, “You have your 
own budget. Rearrange your priorities if you 
want to.” 







 
 Step 5:  Plan for, institute and execute a serious 

post project audit policy 
 

 Law of Nature: If you measure it, the likelihood of 
success goes way up (and others will take more 
notice of your successes) 
 

 Seeking accountability is the mark of a truly 
effective executive.  
 

 Also, this is how you get the credit for your business 
value contributions. 



 Step 1: Get a list of the strategic goals of the 
company 

 Step 2: Get a list of the strategic business 
initiatives that each CXO proposes to help achieve 
the stated strategic business goals 

 Step 3:  Brainstorm to find hidden opportunities for 
I.T. to help accomplish the goals and initiatives 
from Steps 1 & 2  

 Step 4:  Prioritize and select the winners from the 
suggestions that came from the ITAB group(s), and 
then redeploy I.T. resources to develop them  

 Step 5:  Plan for, institute and execute a serious 
post project audit policy. 



 

 

 

What questions do you have about 

the 5-step I.T. Alignment process? 



To be a profit center CIO you need:  
 
 A way to analyze a proposed I.T. solution to estimate 

its I.R.R. (value to the company) 
 

 A process for identifying very high I.R.R. I.T. solutions 
 

 A process for communicating these to the CXOs 
in your company and at the same time getting 
them to share ownership for their success 
 

 An accountability process for measuring and 
demonstrating/reporting the real business value 
of these solutions after implementation. 
 



 

 The Classical Model 

 

 The Caldwell Model 

 

 The Routh Model 

 

 The ERM (Enterprise Risk Management) Model  



Classical Model of I.T. Governance 

Steering Committee 

Includes the CEO & 

other 

CXOs 

E-commerce 

Projects 

Self Directed 

Work Team 1 

Self Directed 

Work Team 2 Self Directed 

Work Team 3 

Self Directed 

Work Team 4 

Self Directed 

Work Team 5 

Exception 

Process 

Back-office 

Applications InfoSec 

Solutions 

Architecture 

Initiatives 

 

 

Principles for Good Goverance: 

 

1. Limit the number of decision making structures 

 

2. Create overlapping responsibilities for IT decisions 

 

3. Involve senior management in major IT decisions 

 

4. Design exception processes into governance processes 

 

5. Change governance only when desirable behaviors 

change 

 

6. Provide transparency and education. 

 



 

 Step 1: Convene the executive leadership team 
of the company and ask them to find their best 
answer to this question: 
◦ “What specific behavioral change would be most 

strategic to this company?” (consider among the 
following: customer behaviors, vendor behaviors, 
partner behaviors, employee behaviors) 

 

 Step 2: Envision, design and then build an I.T. 
system that compels (or encourages) that 
behavioral change. 



 
Fully engage the executive leadership team of the 

company in each step of the I.T. Alignment process: 
 

◦ Step 1: Get a list of the strategic goals of the company 
◦ Step 2: Get a list of the strategic business initiatives that 

each CXO proposes to help achieve the stated strategic 
business goals 

◦ Step 3:  Brainstorm to find hidden opportunities for I.T. to 
help accomplish the goals and initiatives from Steps 1 & 2  

◦ Step 4:  Prioritize and select the winners from the 
suggestions that came from the ITAB group(s), and then 
redeploy I.T. resources to develop them  

◦ Step 5:  Plan for, institute and execute a serious post 
project audit policy. 
 

 



 This model of I.T. Governance recognizes that if 

ERM is done well, it also functions as I.T. 

Governance. (i.e.—I.T.Governance just happens 

when you do ERM properly) 

 

 ERM examines all potential business 

opportunities and decisions from an analysis of 

what risks they present to the business. Major 

risks are either abandoned or include a risk 

mitigation strategy. 



 What was the most important advice/insights 

we discussed today? 

 What action items will you take away from this 

presentation? 

 In what ways do you think this will be hard? 

 Why would it be worth all this effort? 


