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Still in the driver’s seat:
The CIO as innovation leader

An Economist Intelligence Unit executive insight, sponsored by Fujitsu

For chief information ofpcers (C10s) and the IT function, the reversal in spending conditions brought
about by the economic crisis has been stark. After several years of budget increases in the 5-7% range,
by some estimates IT budgets declined globally by up to 8% during 2009. Europe and North America may
have moved out of recession, but CIOs in these regions will not have many more resources to play with in
the short-term, as spending growth is expected to remain yat through 2010.!

With technology underpinning so much change in business processes and business models in
recent years, yat IT budgets might be expected to circumscribe 1T-led innovation. There are numerous
indications to the contrary, however. British Airways, for example, the UKis yag carrier, pushed ahead
during the downturn to develop metrotwin.com, a social networking website which allows travellers to
compare notes on Londonis and New Yorkis best attractions. HMV, a music and video retailer, launched a
new music download site in early 2010, in a bid to combat online rivals such as Apple.

In many organisations, the recession has provided an opportunity for CIOs to cement the role of
technology at the centre of innovation in their organisations, and enhance their personal authority as
innovation leaders. The demonstration of tough cost discipline in their own budgets along with more
convincing business cases for 1T-led projects have helped many CIOs to capitalise on this opportunity.

Sharpened—and more creative—pencils

For one thing, severe budget stringency has forced many ClOs to develop a higher level of cost discipline
for IT projects than had been the norm prior to the downturn. lan Cohen, CIO at Jardine LIoyd Thompson,
a pnancial services provider, and formerly CI0 at Associated Newspapers, believes othere are tnew
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2 Adescription of
Dellés initiative
can be found in
0Get creatived, CIO
Connect magazine,
Summer 2010.

3 Staying the
course? Technology
decision-making in
turbulent times, a
white paper from
the Economist
Intelligence

Unit, May 2009.
(The survey was
completed in March
2009.)

normalsi emerging as a result of the recession, because the CI0is budget will never return to previous
heights, and thatis no bad thing.6 He continues: olt would be great if, as a result of the recession, CIOs
have sharpened their pencilsfiand then kept them sharp for years to come. Thatis not to say we shouldnit
continue to invest in innovationfwe absolutely mustAbut it means we need to justify the spend and
return on every aspect of our operations with renewed rigour.6

In operational terms, maintains Mr Cohen, IT leaders are not necessarily doing much different now
than before the recession; good executives always focus on cost, efpciency and return on investment.
But many are pnding ways to be more creative in getting more out of existing infrastructure. Mr Cohen
says he now re-uses existing capital more than before the recession. olive learnt the value of re-using
stuff,6 he says. oln times of feast or famine, everyone still comes to ITRAeither to flinvest in the newi or iget
more from what you already havei. live certainly looked to re-use existing capitalfitechnical, human and
pnancialfimore than I might have done before the downturn.é

At some organisations, removing cost from internal IT has been a precursor to pushing ahead with
other technology-led projects. A virtualisation initiative at Dell, a computer manufacturer, increased CPU
(central processing unit) utilisation in the prmis data centres from 20% to more than 40%. The project
formed part of an efpciency drive that allowed Dellis technology team to remove US$160m from internal IT
costs during 2009, US$60m of which has been invested in other areas, such as application consolidation?.

Demonstrating how theyive taken cost out of their own operations should, in theory, help ClOs
argue the merits to their peers and line of business (LOB) heads of pushing ahead with IT-led initiatives
elsewhere. In some companies, the latter are indeed proving to be more receptive to such projects than
before the downturn.

More receptive ears

Where such goodwill exists, it has been building steadily in most prms over the past decade, or least since
the dust cleared from the collapse of the dotcom boom. Overambitious IT investment was seen as one
cause of that downturn, but since then technology has become prmly embedded in company processes,
and prmsf senior-most executives are now convinced of the importance of IT to the prospects for renewed
business growth. A global survey conducted by the Economist Intelligence Unit in the depths of the recent
downturn indicated a reluctance on the part of non-IT business managers for technology budgets to be
trimmed as much as those of other functions. The survey also suggested that ClOsi relationships with
CFOs, for example, were strong and improving?.

Receptive their peers may be, but the recession has underlined the importance to ClOs of being able
to argue a strong business case for any IT-led initiative. CIO conversations with peers are more outcome-
driven, says Mr Cohen. 0CIOs are now creating better business cases and more effectively justifying their
reasons to spend on IT innovation,0 he says. 6The CIO has to paint pictures, describe journeys and tell
stories about what the world might look like if the business enters a new market, for example, and these
stories are enabled by technology.6

A good technology leader will not push beyond the organisationis ability to absorb change, adds
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Mr Cohen. 0The best CIOs will be having corporate conversations, not technology conversations,6 he
explains. 0Theyill be talking about the things that enable the company to enter or create new markets,
deliver new offerings, connect with customers and increase productivity through new ways of working.
But all of these need to be tempered with an understanding of where the organisation is in its economic
cycle and its ability to absorb and exploit change.6

Rising expectations

In many organisations, ClOs and the IT function have emerged from the recession stronger than when
they went in. Their relations with peers and LOB heads have arguably never been more positivefithanks
in no small measure to CI0s) progress in honing their partnership-building skills. And business goodwill
toward technology has never been higher. So, however, are business unitsi expectations of technology as
prms prepare to grow again. Having established their leadership of the innovation process, the stakes for
ClOs are growing higher.
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