Organizational Alignment

The Organization Case:  Identifying the critical contributions of an IT solution to the organization.

Importance of making the case.

One of the recurring themes in annual reviews of the most critical issues to a CIO [  ] is the alignment of the Information Technology function with the organization.  Since business managers in all of the other areas of the organization are constantly concerned with this business “bottom line,” it is essential that IT managers be concerned as well.

There are several arguments for this.  The first is to establish credibility with the rest of the organization, and in particular with the sponsor.  IT components are expensive.  Furthermore, it is unlikely that the business managers who support that technology fully understand what the costs buy for them.  They will have to rely on the IT professionals to supply sound business judgment.  Thus it is important to demonstrate that IT managers understand what the business is and what it considers to be most critical.  IT should be able to explain its decisions in the context of the world that is the rest of the organization.  

A second component of business credibility is team acceptance.  Most modern business operates as a network of teams.  Senior managers like to think of themselves as heads of a team of workers who identify with each other and work together for a common goal.  Team members typically measure the contribution of their mates from their own understanding of how valuable their work is to the team goal.  Understanding what the business members of the team value is the only way to maximize that contribution.  Unless the IT members can “Talk the talk” of the rest of the team, they will always remain peripheral to it.  

A second reason to understand the business case for the project is to obtain sponsorship for it.  IT projects are expensive and they usually contribute to the organization by facilitating other organizational activities.  According to research, one of the critical factors in the success of any project is strong managerial support.  This does not usually mean only IT management.  Business support is essential.

A more concrete reason for obtaining business support is to find a sponsor for the activity.  Large projects are usually funded out of the budgets of one of the core operating units of the organization.  A project cannot be started without a sponsor who is willing to pay for it. A Web based product sales system will be paid for by the Marketing Division.  A supply chain management system will be supported by the Vice-President of manufacturing.  With very few exceptions, such as the Y2K upgrades that prepared legacy systems to handle the date change from 1999 to 2000, IT projects are not funded by the IT budget.  

Business managers are usually cost oriented.  They hate to spend money without understanding that they will get value back for it.  This means that IT projects must be justified on a business basis, not a technology one.  IT personnel need to understand what the critical needs of the organization are in order to obtain sponsorship for needed innovation and to avoid promoting unnecessary projects.  This is particularly true of nonprofit and government organizations for which financial advantage is not the only mandate.  A police department might value a reduced crime rate as much as a cost savings from using fewer people.  An art museum may measure success in increased attendance, which might in turn require additional expenses in service people.

Once a project has been authorized, the development team will have to make a constant sequence of trade-off decisions.  Should they invest time in the look and feel of a Web site?  Should the system be placed on a highly secure platform or is an open server adequate?  How important is an audit trail?  Should we optimize system performance or is working functionality sufficient?  All of these decisions require compromising technical excellence for cost savings.  Furthermore, the business sponsors normally do not understand (and frequently do not need to understand) the consequences of these technical choices.  This means that the IT personnel must make the right trade-off decisions themselves.  It also means that the IT people must understand when the operational consequences to the organization are sufficiently large that decisions should be brought to the attention of clients and sponsors.

Finally, business values determine the metrics needed to manage the IT components.  Performance does not arise automatically.  To quote W. Edwards Deming, the chief architect of the Total Quality Management movement, “You can only manage what you can measure.” [ ref and quote check ] System reliability, application response time, levels of security, and resource utilization are all supported by metrics that are intended to give advanced warning of potential problems.  

Determining the appropriate metrics for a system is important for any system but it is critical for outsourced solutions.  Research suggests that one of the critical issues for any outsourcing agreement is the management of the relationship.  Well managed organizations spend from 2% to 15% of the cost of the outsourcing agreement in additional cost to manage the contract.  Key to managing the relationship is defining what the objective measures of performance ought to be.  Measures such as up time for hardware, response time for network, time to respond to problems for software maintenance, etc. have to be formalized into well understood measures and tracked.  Tight performance measures usually mean higher costs, so the level of expected performance in different areas needs to be reconciled with organization expectations.

What is an Organization Case?

The organization case boils down to four components:  alignment, impact, contribution and metrics.  These four dimensions provide a way to connect any project, IT or not, to the fundamental imperatives of the organization.  The tighter the connection and the greater the benefit, the more valuable the project will be.

Alignment.  How does the project fit into the organization’s goals or objectives?

The real issue of alignment is to assure that project benefits support the most critical strategic plans of the organization.  Well run organizations will conduct periodic strategic planning exercises in which they review their past operations, evaluate their challenges and opportunities and then identify goals or objectives to meet in the near term.  The strategic planning sessions are usually high level meetings focused on the business needs that drive the organization.  The CIO may, or may not be a part of these meetings, but the goals that come out of them drive the IT prioritization process.  Understanding this framework is the critical first step in determining value for a project.

Impact.  Where does the project impact the process that lead to meeting the objective?  

Once an organization has identified objectives in must formulate goals as steps to meet those objectives.  These goals are usually targeted toward improving a part of the value chain that delivers the desired objective.  A value chain is a sequence of actions or processes that taken together will lead to a product or service for the organization.  Frequently the problem is that some few of these steps are not really functional.  Identifying which parts of the value chain are the problem and formulating a way to improve their performance is essential.

Contribution.  What contribution can information make to meeting the identified objective.

The analyst needs to understand how an information system contributes to meeting the goals.  This discussion should be a technologically neutral as possible.  If the organization could find some magic gnome to deliver some outcome, what would that outcome be?  

Tactic.  What information technology should you employ to accomplish the desired information contribution?

This identifies the information system that you are proposing to acquire or create.  At this stage you should specify what kind of technology to use to support the goals and objectives that you have identified.  Even at this stage, however, you should not specify exactly what product or technology you need or whether you plan to build or buy the solution.  Answers to those questions are what the design process is about.

Metric.  How will you define success?

Finally you should identify some objective measure of what you hope to accomplish.  This should be put into a discussion that shows how much of a contribution this system will make toward meeting the objective identified above.

Determining Alignment.

The first step in identifying the contribution of a project to an organization is to determine what the organization values most.  In particular the analyst should try to identify one or two goals or objectives that the organization has identified as critical which the project will support.  

More precisely, the analyst wants to locate critical objectives for the (potential) sponsor of the project since the sponsor is the source of funding and final approval for the outcome.  Objectives for a marketing sponsor might well be different from those valued by the Vice-President of Operations in the same company.

The process of identifying relevant organizational objectives usually starts with an understanding of the vision and mission of the organization and sponsoring unit.  The “vision” of an organization is the understanding of who the organization wants to be and what it values.  Visions are often converted into a short “Mission Statement.”  Analysts should look for such mission statements as indications of what an organization thinks are critical activities and values.  The analyst should approach mission statements with some care, however.  Mission statements are often crafted to be public relations messages rather than careful recipes for corporate values.  Unlike visions which are usually shared informally, mission statements are usually well publicized.

Goals or objectives are more precise statements of what an organization is looking to do to support its perceived mission.  A goal is a long term statement of something that the organization wants to accomplish and an objective is a concrete, measurable action that supports that goal.  If the organization practices formal strategic planning, then the senior executives will meet periodically to revise and review the objectives that they have set for the organization and determine whether revisions are needed.  Objectives are usually translated into specific assignments for senior managers on which their performance will be measured.  Therefore, supporting critical organization objectives is the highest priority of most potential sponsors.

The objective of a good project team is to identify the objective that the project sponsor is trying to accomplish and to focus on features and measures that are relevant to that objective.  Conversely, an IT manager who is seeking a sponsor for a valuable project should present that project as a contributor to objectives of real value to the potential sponsor.

Concretely, the best way to identify appropriate objectives is to first locate the mission statement.  Mission statements are often available from organization Web sites, annual reports or other publicly available documents.  This missions statement should become the basis of a discussion with the sponsor to try to refine it into a clear understanding of what the immediate organizational objectives of the project are.  Sometimes the organization will have published a formal strategic plan.  If so that becomes a second source of information for defining appropriate objectives.  Again this should be discussed with the project sponsor to assure that the analysts’ perspective match the sponsor’s concept.

The team should refine this review into a short, clear statement of the one or two most important business objectives that this system is trying to enhance.

Identifying Impact.

Once a development team has a clear idea of the organizational objective, it needs to identify how the project is expected to help accomplish that objective.  This usually means that the organization needs to produce something: a product, a service, a capability, an idea, etc.  An objective specifies that the organization must do something differently and it is essential that the team be clear about what that something is.  The team needs to identify which parts of the value chain for the objective that the project supports and how a successful project would impact the value chain.

A value chain for a product or service is a sequence of steps that must be accomplished to produce the desired result.  A classical value chain model for business was produced by Michael Porter in his analysis of effective business strategies in the 1980’s [Porter, Michael, Competitive Advantage, ??, 1980 ].  The idea of the value chain is to break the process of the organization into smaller components to allow managers to focus on a more manageable sized problem.  The objective of a value chain analysis is to identify parts of the value chain that are providing the most critical constraints on the effective operation of the full process and use this knowledge to craft the most effective strategies for improvement.

Porter’s value chain model (Figure  ) identifies five primary activities and four support activities.  
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Porter’s primary value chain consisted of

· Inbound Logistics which includes the acquisition of resources necessary to produce the desired good or service.

· Operations including activities that actually create the product.

· Outbound Logistics that describes all of the actions necessary to deliver the product or service to the final location.

· Marketing and Sales describes advertising, promotion and other activities that make potential customers aware of the results and more likely to use them.

· Service that includes activities that support the product or service once it has been initially delivered.

Although Porter’s purpose was to describe strategic level activities of an organization, this kind of decomposition can be applied to products and services at any level of detail.  Indeed any large system is composed of a number of smaller components, each with their own supply chain.

Porter’s Value Chain also identifies support activities include Infrastructure, Human Resource Management, Technology and Procurement.  These do not provide as much guidance as the primary value chain.  It is usually possible to reframe the system problem into a form that addresses the product or service through a primary value chain.  

The first step in doing this is to identify what the product or service is.  If a university objective is to produce 20% more published research, then the product is published research.  If the objective is to reduce the cost of renting a video to a customer, then the product is a video.  If the objective is to make it easier for a patient to get a doctor’s appointment then the product is an appointment.  If the objective is to improve the ability of a student to view the course catalog then the service is a successful enrollment.

Once the team identifies the product or service that supports the objective, they should identify the key activities that support each of the five parts of the primary value chain.  This may take some imagination for services or non-standard products.  It is usually not necessary to identify all of the activities in each stage, but it is important to gain a good mental image of what are representative activities in each stage.  This is not a science.  Different people could put specific activities in different places.

Once the team has a good mental concept of the value chain, it should identify whether each stage is a strength for which there is little reason to invest in improvement or a weakness for which effort could have a large payoff.  The idea is to identify the most promising one or two stages as opportunities.  

Similarly, the team should identify where the solution can add value to the chain.  The most valuable features and systems add value to the parts of the chain that provide the most leverage in the value chain.

The easiest way to represent the results of this analysis is to complete the first three columns in a table like the following one.

	Table 1

	Value Chain Contribution Analysis

	Value Chain
	Actions
	Weakness
	System Contribution
	Value

	Inbound
	
	
	
	

	Operations
	
	
	
	

	Outbound
	
	
	
	

	Marketing
	
	
	
	

	Service
	
	
	
	


Specifying Contribution

The ultimate outcome from this analysis is to identify how the proposed solution will contribute to one or two critical stages of the value chain.  Although a system might contribute in some way to all of the stages, it is useful to focus on the most important contributions.  These are the contributions that should drive the major decisions.  They are also the contributions that are most likely to gain the support of a funding sponsor.

There is a real temptation to get very technical when trying to describe the contribution or the solution to the value chain.  For example the team may want to say something like “The Web interface will allow people to order their own videos on-line which will reduce the cost of outbound operations.”  The problem with this statement is that it assumes that the system will be a Web based system and that on-line ordering is going to be a feature.  It is better to describe the desired functionality for the new system.

IT research describes the potential functionality of an typical information system as one of the following  [    ].

· Automate.  Automation refers to replacing work that is currently done manually with a computer solution.

· Inform.  An information system can be used to provide information upward to more senior management (Inform Up) or it can be used to provide information to the ultimate organization workers or customers (Inform Down).

· Transform.  Change the way the organization does business.

· Discover.  Find out something that you couldn’t discover in the current system.

The contribution of the project should be stated in terms of the functions above.  Using this kind of technology independent language will help clarify what the information system is to do as opposed to how it will be implemented.  
Defining the project

Not until the business has a clear idea of what the proposed system is intended to accomplish for the organization is it appropriate to start talking technology.  In a small project environment the project sponsor may approach the team with this project definition already formed.  In this case it becomes a due diligence exercise to go through the organizational analysis to assure that what the project sponsor has requested will accomplish what he/she wants it to.  There are occasions, however, when a system could do more than requested, when a proposed solution would be a problem to implement or the proposed technology is not the most appropriate solution.  It is the obligation of a professional team to point this out at the beginning of the project.   Ultimately a business sponsor is the best judge of business needs and the team should follow their informed request.  Once the organization case has been evaluated, the IT team should not revisit it unless there are substantial changes in assumptions.
The project definition statement should be a short paragraph that summarizes what kind of technological tactic is proposed.  “We need an information system that ….”  For larger projects additional detail is appropriate in additional paragraphs or even sections.  The analysis to be done as part of the project itself will add more detail.  Even in these cases, however, there should be a short description of the proposed solution.

Quantifying the contribution

Finally, the team needs to quantify the potential contribution of the project to the organization.  Well crafted business objectives will be stated in terms of measurable goals.  Where this is the case, the team should measure the potential contribution in these terms.  In cases where the organization has no such formal metrics, the team will need to generate some.  Dollar savings is the first thing that comes to mind, but it is not always the most important measure.  It is critical that the design team and the management team work together to determine appropriate metrics and determine the projects potential for improving them.
The Organization Case

We have suggested that an organizational benefit analysis should be done top down starting with the mission and vision of the organization and working down to a technology problem statement.  The organizational case statement itself is usually stated in the reverse order.  This statement should be a paragraph that summarizes the contribution of the project to important business objectives following the idea of Figure 3.
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Exercise
OU is looking to develop a Web based research skills database that will assist researchers in identifying colleagues who can work with them on research projects.  Dr. R. Search, VP for Research, feels that interdepartmental collaborative research will go a long way toward producing new areas of research that will generate wider national recognition for the research mission of the University.  “We have long viewed ourselves as a potential leader in national research and feel that applied research especially would benefit from the skills and ideas of a wider range of faculty,” said Dr. R. Search.  “Currently, we have funded projects go begging for lack of interest while we have faculty in less applied areas beg for help in finding ways to use their skills.  We hope this system will allow these researchers to get together around real opportunities.”

1 Develop the business case for this system.

a) Identify the vision, mission, relevant objective and tactic for OU.

b) Describe the relevant primary components of the value chain for this project, identify the weak components, and indicate the one place where this system will contribute.

c) Identify the most important Automate, Informate, Transform, or Discover contribution to OU.

d) Write a one paragraph justification for the system based on parts a). b.) and c). above.
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