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Strong, capable IT leadership will differentiate IS organizations that disappear into the
back office of utility services from those that capitalize on opportunities during the next
two years.
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ANALYSIS

Leadership

Leadership is a capability that stands distinct from management. The latter focuses on execution,
organization, planning, control, performance and ensuring continual improvement. Leadership
involves direction; its specific concerns are vision, strategy, inspiration, motivation, values and
culture. The cost focus of the last three years has emphasized management at the expense of
leadership. However, for many enterprises, the emphasis has shifted from cost toward growth
and innovation. In these enterprises, it is imperative for the IT management team to develop its
leadership capability — to lead the IS organization and to assume an active role in leading the
enterprise in new directions during the next two years. The next 12 months are key: the IT
leadership team must establish its credentials during that period to prove that it is worthy of a
leadership role in the company.

This IT Management Spotlight focuses on leadership, which during the next two years will be the
most-important capability in determining which IS organizations disappear into the back office of
utility services and which ones build companywide credibility and drive business growth and
agility. Such leadership must come from the senior IT management team. However, formidable
challenges loom in the form of internal leadership deficiencies and senior executives who fail to
recognize the need for strong leadership.

The Challenge

The intense focus on cost during the past three years has taken its toll. Although it may have
served the business well, it has weakened leadership within the IT leadership team and fostered
silo behavior, competing agendas, and a lack of a creative spark and critical dialogue in the 1S
organization. Few IT management teams are well-positioned, in terms of the breadth and depth of
their capabilities as a leadership team, to deal with the challenges of growth, change and
innovation. Others suffer from poor motivation, a shortage of passion and a lack of appropriate
focus — especially in light of the changes beginning to occur around them.

As a result of these problems, many IT strategic plans in companies with relatively progressive
business agendas are overly conservative, risk-averse, frequently introspective and, in some
cases, bordering on apologetic. IT leadership teams must take a long, hard look at their
capabilities and perspectives relative to the direction of the business, which will require strong
leadership.

The Nature of the Change in Leadership

For most IT management teams, the next two years will differ sharply from the previous two. To
meet the challenges of this changing environment, they will need to renew their leadership
capabilities.

A Shift in Emphasis From Cost to Growth

Many companies will experience significant improvement in their markets throughout 2004. Their
IT leadership teams will have to adjust their orientation from a cost-containment orientation to
revenue enhancement and growth. Repositioning the IS leadership team in this way will require
deft CIO leadership. On one hand, this is a unique opportunity for the CIO to enhance
organizational credibility and influence; on the other, such a change could result in organizational
dysfunction caused mainly by the failure of IT leadership to understand this shifting environment.
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Even if the balance of 2004 is business as usual for some IS leadership teams, they must
relentlessly focus on costs and minimize risk to prepare for a change in 2005.

Direct Business Accountability

The return of growth to the business agenda raises the bar for the business accountability of the
IS organization. IT leadership will need to demonstrate greater levels of accountability to support
business growth than were required when cost cutting was the order of the day. Business leaders
must see IT as a direct contributor and accountable partner in growth or they will regard IT as a
commodity input. IT leaders gain credibility when they provide options to achieve business growth
goals, rather than create technical impediments to implementing business strategies. IT leaders
must determine how to reduce product development and launch-cycle times, create better
strategic and operational decision making, support increased productivity, and improve customer
service. This will be difficult, but the credibility gained by supporting business growth will win the
IS organization a larger role in determining the direction of the business.

Business leader skepticism over the value achieved from the installation of enterprise systems,
such as enterprise resource planning, customer relationship management and supply chain
management, creates an unwillingness to invest before tangible results. Combine this with IS
leadership's desire to retain the hard-won management disciplines during the past two years, and
the importance of direct business accountability becomes clear. There are no more IT
investments — only business investments — and playing a leading role requires that IT leaders
have greater direct business accountability to participate in growth initiatives. A significant part of
the IT leadership challenge involves more than running a tight IT ship — it requires building
business credibility.

Enterprise Transformation

The core value contribution of the IT leader's role centers on strategy, insight, high-level planning
and resource control. The strategic outlook for the IS organization calls for significant changes in
most aspects of its role and structure, as well as a major increase in complexity. Several trends
will drive this change:

e The use of external service providers will continue to grow; strategic sourcing and
supply/demand alignment will become critical processes.

o Enterprise partnerships will become a critical focus of IT value.

e The growing business focus of IT value and business transformation requires new
leadership styles.

e The scope and importance of IT continue to grow in all industries and geographies,
despite threats to its credibility.

e Business pressures for consolidation and federalization increase IT technical and
relationship complexity.

e Application integration and architecture are vital inside and outside the enterprise.

Therefore, the role of IS leadership will evolve. IT leaders and business leaders must work in
partnership — not as supplier and customer — to achieve enterprise success.

Leadership and management are distinct roles, but they are often confused. Leaders transform
organizations and processes. Managers sustain established organizations and processes.
Traditional management roles based on "command and check” do not positively differentiate
enterprises, while the new content leadership roles in knowledge enterprises do. Not all leaders

Publication Date: 1 July 2004/ID Number: AV-22-9013 Page 30of 5

© 2004 Gartner, Inc. and/or its Affiliates. All Rights Reserved. Gartner



have positions in enterprise management hierarchies. This is particularly true in knowledge
enterprises, where leadership of the enterprise and leadership of knowledge content often come
from different people. Enterprise leaders and knowledge leaders often have different positions in
the traditional hierarchy-based structure. The requirements of both types of leader are the same.
This is important, particularly in the context of planning IT leadership development, because IT
leaders may be undertaking both roles, and they often have knowledge leaders in their own IS
organizations.

The most-important outputs of leadership are the identification of external discontinuities; the
articulation of goals and vision; and the delivery of drive, guidance and inspiration to achieve
success. As enterprises become more dependent on innovation at the same time as the
imperative remains to contain and cut costs, these leadership outputs become enterprise
differentiators, rather than traditional management competencies. Leaders will need to create
vision and leadership strategies to address the tension between cost-cutting and innovation by
focusing on purpose, trust and relationships.
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