CIOs Should Measure the Business on How
Well They Apply Information Technology
In the digital business era, there is an increasing need that business should
be measured on how well information technology is applied. CIOs should
understand the importance of how well information technology is appliedand
build a mechanism to monitor and improve on it.

Key Challenges
■

Gartner surveys show that, in 69% of organizations, businesses are rarely measured on how
well they apply information technology.

■

CIOs, especially those with a service provider mindset, are not aware that measuring the
business on how well information technology is applied will help them build partnership
relationships, thereby improving business outcomes and reducing IT spending.

■

For those CIOs who want to measure how well information technology is applied, finding
guidelines on how to do so and what should be measured proves challenging.

Recommendations
To excel in I&T operating model design and strategy execution, CIOs should:
■

Understand the importance of measuring business applications of information technology by
changing their service provider mindset.

■

Build a mechanism to measure and improve business applications of information technology by
leveraging triggers.

■

Work with the business to define metrics by identifying which questions need to be answered.
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Introduction
As businesses enter the digital business phase, the product set and business model are only made
possible by the application of information technology. The business application of information
technology is becoming a critical business capability. However, this capability is rarely measured. In
a Research Circle survey, Gartner asked the question, “How often do business leaders in your
organization get measured and/or compensated on business outcome of information and
1

technology-related initiatives, products, programs or projects?” Twenty-two percent of CIOs
indicated that they never measured that (see Figure 1). None of the CIOs stated that they always
measured that.
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Figure 1. How Business Leaders Are Compensated on Their Use of Information and Technology

In order to transform to digital business, business leaders should be measured on how well they
apply information and technology. Leading organizations are becoming aware of this. Here is a
quote from the CIO of a bank who wanted to be kept anonymous.

In the middle of a digital transformation, our bank has been
trying to encourage business to better leverage IT resources for
business development and improve business’s capabilities in
this regard. To achieve the goal, the IT management committee
of the bank has been embarking on initiatives to guide,
supervise and evaluate the performance of business units
related to information and technology and evaluate their
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capabilities and effectiveness in leveraging IT resources. The
evaluation will be conducted on a regular basis.
This research note introduces why the business application of information technology should be
measured, how to start building a mechanism to measure and improve its use, and how to define
the metrics to measure it.

Analysis
Change the Service Provider Mindset
The major reason that business is rarely measured is that IT has a service provider mindset. Even
enterprises that have transitioned their IT from a service provider to a business partner retain the
mindset that there is no need to measure business. When IT is positioned as a service provider, very
often the performance of IT is measured by business. The key performance indexes are usually
focused on the service level and project delivery on time, on budget and on specification. This is
understandable because at this stage business is the demander and IT is the supplier. By default,
the demander is not measured and the performance of the supplier is measured. Although
measuring the business at this stage is helpful, it becomes more important to do so when we enter
the digital business era and IT needs to transition from a service provider to a business partner.
Digital business requires experimenting with new business opportunities, building new competitive
advantages and generating business outcomes by using digital technologies. Because this is all
about experiment and innovation, business can no longer raise clear requirements and continue
acting as a demander. IT must work together with business to explore new business opportunities
and must transition to be a business partner. Gartner defines partnership relationship as follows (see
“The Politics of Powerful Partnerships”):

A partnership is a relationship in which the participants
exchange equal or fair advantages or benefits, have common
interests and form an alliance or play on the same team.
Because of the partnership relationship, it becomes natural that both parties be measured. A
governance mechanism must be built to measure the business use of IT.
To measure how well the business applies information, technology will accelerate the progress of
building partnership relationships, thus accelerating the digital business. While IT has a service
provider mindset, the business actually has a “demander” mindset. In the mind of business leaders,
there is a clear boundary between business and IT. They believe that delivering an IT product that
can generate business outcome is IT’s responsibility, not the responsibility of the business.
Measuring how well they use IT will help them realize that delivering such an IT product requires
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joint efforts from both business and IT. Business and IT have a common interest — the business
outcome — so they must become partners.
Measuring how well the business applies information technology will help increase business
outcome. When business leaders are measured, they will proactively think about how technology
can help them deliver better business results. So they will proactively work together with IT to build
better IT products that create more business outcome.
Measuring how well business applies information technology will help reduce IT spending. When an
enterprise needs to make a decision on an IT investment, if there is a mechanism to measure
business, business will carefully evaluate if the investment will generate business outcome. If it
concludes that there will be no business outcome, it will not invest. Thus IT cost is saved.
CIOs should:
■

Build the mindset that both parties should be measured in a partnership relationship.

■

Educate the business on the benefit of a partnership relationship and a mechanism to measure
it so that business can change the demander mindset.

■

Leverage IT governance and its underlying mechanism to evaluate, monitor and direct the use
of information technology on an enterprise level.

Start Building a Mechanism by Leveraging Triggers
Gartner suggests a five-step approach to build a mechanism to measure how well the business
applies information and technology.
Figure 2. Five Steps of Building a Mechanism

Step 1: Trigger the introduction of the new KPI. CIOs should expect resistance when they start
building a mechanism to measure the business application of information and technology. This is
because people neither like change nor like being measured. CIOs must be very careful to position
this new KPI in terms of business benefit, as the initial reaction from the business may be that IT is
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overstepping its mandate, especially if the business has not yet culturally transitioned to a
relationship paradigm where IT is viewed as a partner. That is why the trigger is key.
One of the best triggers is when an organization wants to transition its I&T operating model from a
service- to a value-optimizing model. Central to a successful transition is breaking down the IT and
business silos, unlocking new value and shifting to business-outcome-derived KPIs. This creates a
great opportunity for the CIO to raise a proposal for the measurement.
Triggers can be digital business transformations. For example, let’s say an enterprise develops a
new digital business strategy and starts to execute on the strategy. During the execution, enterprise
management may realize that digital initiatives require a partnership relationship between business
and IT. This can lead to the building of a mechanism.
Triggers can be enterprise-level issues. For example, let’s say an enterprise changes its CEO. The
new CEO may have the mindset of how to use information technology to transform the business
and deliver more business value. This too can lead to building a mechanism.
Triggers can also be IT-level issues. For example, let’s say an enterprise wants to make a significant
IT investment. Since the investment is huge, it wants to make sure that the investment will not be a
waste. Thus, it may decide to measure how well business performs with the investment.
Triggers are not necessarily positive. Sometimes a negative trigger works. For example, a trigger
could be a major failure in a digital initiative. When management reviews the initiative, it may find
that one reason for the failure was that business leaders did not commit to the initiative because
they were not measured. At a result, management will accept the CIO’s proposal on measuring the
business.
Step 2: Define the mechanism and the metrics. CIOs can evaluate if the mechanism can be
incorporated into their existing IT governance framework. Metrics will be discussed in the next
section.
Step 3: Pilot the mechanism. CIOs can select one business unit, one business function or one IT
product or project to pilot. The objective is to be sure that the mechanism works. If a CIO finds that
it does not work, he or she has the opportunity to redefine it before it causes negative impact.
Step 4: Scale the mechanism to the enterprise level. When both business leaders and the CIO
see the success of the pilot, they can scale the mechanism to the whole enterprise.
Step 5: Optimize the mechanism. The CIO and business leaders should periodically review the
mechanism and optimize it.
CIOs should:
■

Proactively scan for triggers that could help them initiate measurement programs.

■

Once there is a trigger, raise the proposal and gain support from the CEO and senior
management quickly. Don’t wait until everybody forgets the trigger.
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■

Don’t wait for a perfect trigger. Sometime a small trigger may initiate a big change. Don’t wait
just for a positive trigger. Sometimes a negative trigger works.

■

Once the proposal is approved, follow the five-step approach outlined above to build the
mechanism.

Define the Metrics
One important part in the defining step is defining the metrics. CIOs should work with the business
to find metrics that measure the strategic application of IT by the business and that can be
influenced by both the business and IT. Because measuring how well the business applies IT is
something most CIOs rarely do, they may have no idea what to measure. CIOs should focus on
following three areas when they define metrics.
■

Business outcome of IT investment — Business outcome is the most important metric,
because eventually all IT investment should generate business outcome. Business outcome can
be revenue-increased, cost-saved, customer-experience-enhanced or business-risk-mitigated.
CIOs can refer to “The Gartner Business Value Model: A Framework for Measuring Business
Performance” for a detailed discussion of how to measure the business value of IT.

■

Business commitment to the IT program — These kinds of metrics show if the business is
committed to information and technology-related programs. The following questions need to be
answered:

■

■

Do business leaders proactively communicate business strategy and priorities to IT so that
IT can understand how it can best contribute?

■

Do business leaders often solicit IT advice so that technology can be better leveraged into
new business opportunities?

■

Do business leaders actively participate in IT governance meetings so that IT decisions can
be business-focused and generate business-directed outcomes?

■

Do business leaders assign enough funding and human resources to IT projects so that IT
projects can be completed successfully?

■

Do business leaders clearly forecast business requirements to IT for the next year or even
longer period so that IT can prepare the necessary required resources?

Business usage of IT services — IT provides a lot of IT services for business to use, but if the
business doesn’t use these services well, it is a waste of IT investment. The following questions
need to be answered:
■

Do business users know what kinds of IT services they can use? Users often ignore IT
communications and are not aware of new IT services provided to them.

■

Do business users know how to use IT services? Some users don’t spend time attending IT
training, so they cannot use IT services.
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■

Do business users input the right data into IT systems? If wrong data is input into IT
systems, a right result cannot be expected.

The above-listed questions are subjective. CIOs should convert them into objective and measurable
metrics based on the enterprise situation. For example, in order to answer the question of whether
there is adequate funding, CIOs can choose industry benchmarks as metrics or they can compare
the IT budget increase versus sales revenue increases. To answer the question of whether the
correct data is input into IT systems, CIOs can define some formulas to calculate accuracy.
CIOs should:
■

Identify the questions you want to get answered in terms of measuring capability of business in
leveraging IT with reference to the above-listed sample questions.

■

Convert the questions into metrics so that they are measurable.

■

Always do this together with business.

■

Gain CEO and executive management agreement on the metrics.

Gartner Recommended Reading
Some documents may not be available as part of your current Gartner subscription.
“Establishing Governance Fundamentals for the Digital Era”
“The Gartner Business Value Model: A Framework for Measuring Business Performance”
“Redesign the IT Operating Model to Accelerate Digital Business”
“Is Your Current I&T Operating Model Right for Your Digital Ambition?”
“The Politics of Powerful Partnerships”
“Monetize Your Business by Adopting the Value-Optimizing I&T Operating Model Pattern”
“Use the Right Metrics in the Right Way for Enterprise Agile Delivery”
Evidence
1

Gartner conducted an online survey from 31 May through 18 June 2018 among Gartner Research
Circle members. The objective of the survey was to determine if our clients’ I&T operating models
were ready for digital business. Sixty-four IT and business leaders participated in the survey. The
survey was developed collaboratively by a team of Gartner analysts and was reviewed, tested and
administered by Gartner’s Research and Data Analytics team.
More on This Topic
This is part of two in-depth collections of research. See the collections:
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■

Scaling Digital Leadership — Keep the Momentum Going

■

Shared Services Centers on the Move
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