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Introduction
Measuring, delivering, enhancing, and
communicating IT value has emerged as
perhaps the major challenge facing today’s
CIO.
A recent survey of 500 Chief Executive
Officers and IT Directors, commissioned by
Compass and conducted by the London
School of Economics, found that CEOs believe
that 55 percent of IT spending is “strategic”
in nature. However, the same senior
executives believe that only a third of IT
spending results in a measurable impact on
profitability. The task for CIOs is to close this
perception gap and quantifiably demonstrate
IT value.
The challenge is clearly formidable. For one
thing, objective and meaningful criteria for
measuring IT value are still in their earliest
stages. At a more basic level, there’s no
consensus on what role IT–and IT
management–should play within an
organization.
This Compass white paper examines the
relationship between IT operational efficiency
and business value, and seeks to clarify how
IT can deliver value at a variety of tactical
and strategic levels.
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Second, an efficient IT operation
makes available the money and
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Efficiency and Value
An efficient IT operation adds value
and enhances the strategic role of
IT in a variety of ways.

IT initiatives that enhance the
business. More than 70 percent of
IT spending, according to Compass
analyses, goes to acquiring and
supporting infrastructure. To fund
strategic IT initiatives, CIOs have to

First of all, efficiency is needed to
gain credibility and respect within
the boardroom. Senior executives
will be more inclined to listen to
strategic ideas from a CIO who
delivers services efficiently and who
runs a tight ship. For example, a

manage efficiently and squeeze
capital out of existing IT
infrastructure budgets. That
money can then be invested in
e-commerce, data warehousing,
and other advanced applications
that address issues of effectiveness.
Moreover, an inefficient IT
operation must typically devote an
inordinate amount of resources to
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development project that founders
and is outdated by the time it
delivers places the business at a
strategic disadvantage. Considering
that, according to Compass data,
the most efficient application
development projects are 700

percent more productive than the
worst ones, the consequences to
the business can be substantial.

Another example of how IT
efficiency impacts business
effectiveness is client/server
environments, where service level
agreements have a direct impact on
end-user productivity. Compass has
observed organizations where users
routinely devote time to fixing
their own or their colleagues’
desktop problems, rather than
relying on inadequate or nonexistent service and support staff.
In a large organization, an average
of even 10 to 15 minutes a day of
such end-user effort can have a
significant impact on productivity
and the bottom line.

Conclusions
Defining, measuring, improving,
and communicating IT value is a
critical challenge facing today’s
CIO.

Efficiency and effectiveness are
distinct concepts that are
nevertheless closely related. CIOs
and IT managers must take
responsibility for both.

IT operational efficiency enhances
business value in a variety of ways.

IT value cannot be measured in a
vacuum. Its impact on other
business processes and business
units must be measured. Relatedly,
other business unit managers must
be involved in defining and
measuring the role and value of IT
within a business.
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