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• Fully digitizing your business presents you with a tremendous opportunity.

• Most businesses use information technology (IT) poorly, and that gets them into 
trouble and costs money. 

• To make good decisions about IT, integrate it into your company’s strategic vision.

• Your IT choices should fi t your operating model. 

• To use IT well, develop a digitized platform that aligns with your strategy. 

• Think of IT funding as establishing a portfolio of IT investments. 

• Your IT funding decisions and governance practices must be transparent and public. 

• Firms pass through four stages in their IT development; that is natural and healthy, 
unless you get stuck in one stage. 

• The stages are: “Localizing, standardizing, optimizing and reusing.”

• A functioning digitized platform will make your company more agile, facilitate 
innovation, and promote standardization and information fl ow. 
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  Relevance

What You Will Learn
In this Abstract, you will learn: 1) What IT savvy is; 2) Why being IT savvy is essential 
for your business; and 3) How you can improve your use of IT. 

Recommendation
This useful book is clearly written and sharply focused; it stays right on message. As its 
subtitle indicates and its writing style refl ects, executives are its target audience. Peter 
Weill and Jeanne W. Ross, researchers at the MIT’s Sloan School of Management, provide 
the data leaders need to manage, fund and update their IT programs – information they 
gathered during fi eld research at more than 1,000 companies. They sketch broad concepts, 
but don’t shy away from a high level of abstraction. You may have to do some additional 
work before making decisions about realigning your IT structures, but this will position you 
to know what to consider. getAbstract recommends this book to every executive, since all 
top managers now must learn to thrive in an increasingly digital world and to understand 
information technology (IT) strategy. It will also assist IT specialists who must work with 
managers who are still building their strategic know-how for the digital age.

  Abstract

Becoming IT-Savvy
Before long, digitization will affect every step in the chain of interactions among 
producers, distributors and customers. The good news is that every link represents an 
opportunity to increase your organization’s fl ow of information, make your business 
available around the clock, and radically hasten your response time. The bad news is 
that most companies make poor use of IT, which becomes a liability for them when it 
should be an asset. To change that outcome, your fi rm needs to develop “IT savvy” – and 
it doesn’t have to be in the business of high tech to do so. For example, all the employees 
of convenience store retailer Seven-Eleven Japan (SEJ) use handheld devices to gather 
data and reorder merchandise at the chain’s more than 12,000 stores.

Building IT savvy doesn’t involve making one great decision, nor does it require 
any technological breakthroughs. Instead, it involves developing and nurturing an 
organizational understanding about IT over time. IT-savvy companies develop a “digitized 
platform” that supports their business. They integrate their IT systems at all levels, 
including data entry and communication, and they support nondigital activities, such as 
face-to-face interactions with customers. Your IT systems must fi t the requirements of 
your particular business. Procter & Gamble uses its platform to fuel global “economies 
of scale” and gain effi ciency. UPS uses its platform to track packages and gather data 
that enables managers to improve its pricing systems. 

Most managers inherit their IT systems. They struggle with the results of decisions made 
by people who are generations gone. When executives realize how dysfunctional their 
IT systems are, they generally respond by fi ring the Chief Information Offi cer (CIO), 
radically increasing or decreasing IT funding, buying a completely new system, or 
outsourcing IT altogether. None of these responses will get you what you need. Instead, 
take these three steps:

“A digital economy 
enables a business 
process to run 
fl awlessly, 24 hours 
a day. Information 
is pervasive 
and sometimes 
overwhelming.”  

“If IT isn’t helping 
you operate how 
you want – and 
need – to operate, 
you are wasting 
money. There is no 
chance that your 
IT investments will 
lead to strategic 
benefi ts.”  
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1. “Fix what’s broken” – Look at the details of your system and how you manage it. 
Determine exactly why and how it fails to meet your needs. 

2. Create your digitized platform – By design, your platform should help you automate 
your processes. Be patient. Creating the right system takes time. 

3. Use the new platform to generate “profi table growth” – To make the best use of 
your new system, your company will need to change. Management must redefi ne job 
responsibilities, institute new procedures and totally adapt the organization’s culture.

What Is Your Operating Model? 
To make good IT decisions, you must have a vision for IT that fi ts your business, your 
strategy and your market. Information technology performs two functions exceptionally 
well: “integration and standardization,” but you must determine what to integrate and 
standardize, and how. Several IT-savvy companies made these choices: 

 • Procter & Gamble: Diversifi cation – P&G has three business units, each responsible 
for different markets. It does business in 180 countries and territories, so it needs a lot 
of fl exibility. P&G created Global Business Services, a platform that enables its local 
managers to function autonomously and add brands easily – while sharing services. 

 • PepsiAmericas: Coordination – Selling soft drinks used to depend on mass production 
and distribution. However, PepsiAmericas has seen its market change. Drivers who 
used to keep track of fewer than 40 items must now track 300. PepsiAmericas now 
needs more information and more precise inventory control. Its up-to-date IT system 
includes a “data repository” that gives it access to ongoing, real-time information.

 • ING DIRECT: Replication – As a bank, ING Direct deals with individual 
customers. It has banks in nine countries and offers the same short menu of products 
everywhere. Using this standard platform reduces its costs. Each country develops 
its own infrastructure but uses the same global standards. 

 • Swiss Reinsurance Company (Swiss Re): Unifi cation – By building its businesses 
in different regions over the course of 150 years, Swiss Re has become the world’s 
largest reinsurance fi rm and one of its most profi table companies. It has about 200 
offi ces in more than 30 countries. However, its product diversity led to less desirable 
process diversity. So, Swiss Re introduced a “global operation model” to standardize 
its “core business practices,” implement “common business systems” and make data 
more accessible.

Paying for IT 
Many companies’ IT budget decisions are as dysfunctional as their IT systems. Managers 
who are afraid of making the wrong IT decisions delay instead, so decisions back up or 
get passed on to low-level IT employees. Yet IT funding decisions shape so many aspects 
of your business that you actually should incorporate them in your high-level strategic 
planning by taking these three steps: 

1. Set “clear priorities and criteria” – Determine what IT means to your company, 
what you need it to do and where it fi ts in your overall practice. 

2. Establish “a transparent prioritization process” – Everyone involved must 
understand exactly how the company makes its IT funding decisions. 

3. Track IT investments – Institute a methodical process for reviewing all IT funding 
outcomes. The results of these reviews should inform future IT budget decisions.

Think of investing in IT as making two types of investments in a portfolio: new 
purchases and the “sustaining expenditures” that keep your IT systems running. On 
average, 71% of businesses’ IT budgets are sustaining expenditures; most spend only 

“A digitized 
platform is an 
integrated set of 
electronic business 
processes and 
the technologies, 
applications and 
data supporting 
those processes.”

“It is nearly 
impossible to get 
value from IT if 
your IT funding 
model is broken.”  

“You may not 
normally associate 
standards with 
innovation, but 
the data and 
process standards 
introduced with a 
digitized platform 
have enhanced 
innovation at many 
IT-savvy fi rms.”  

“One of the 
most valuable 
characteristics of 
a digitized 
platform is its 
ability to put 
information into 
the hands of 
people who 
need it.”
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about 29% on new initiatives. Yet, fi rms that spend more on new IT initiatives generate 
more growth. Divide your IT portfolio into areas of risk and spending, as you would any 
set of investments. Divide spending into four areas:  

1. “Strategic IT” – Invest in IT experiments. They can create new capacities. 
2. “Informational IT” – Use IT to gather and distribute information about how your 

company functions. Increasing this funding will help you make better decisions.
3. “Transactional IT” – Reduce cost and complexity so that systems will run smoothly 

and cheaply.
4. “Infrastructure IT” – Build your technological base. Justify related investments 

by demonstrating that they improve function or standardization, or that they 
reduce costs. 

The Four Stages of Digitizing
Companies go through four stages in developing digitized platforms. That’s fi ne as long 
as you keep moving. Staying in one stage too long means missing IT opportunities. The 
stages are:

1. Stage 1: “Localizing” – As a fi rm grows, it implements IT in response to immediate 
market demands, but it isn’t sure where it’s going long-term. Roughly 25% of 
companies are in this stage. Move to Stage 2 when you have good IT systems in 
place, but they aren’t integrated; when it costs more annually to keep them up; 
when you’re getting good return on your IT investments but not analyzing your 
outlay or when IT works, but slowly. 

2. Stage 2: “Standardizing” – Stage 2 fi rms (about 40% of companies) work on 
discipline and try to stay competitive. Expenses drop a bit, to about 84% of those in 
Stage 1 – a benefi t. Business processes streamline as fi rms standardize IT operations. 
Move to Stage 3 when your IT systems are meeting your fi rm’s needs, funding 
processes are in place, costs per unit are dropping, you see what you can’t standardize 
and you want to keep growing.

3. Stage 3: “Optimizing” – About 27% of companies have reached this stage, where 
they focus on cutting costs and improving customer service. Now, reap the benefi ts 
of digitizing your fundamental business processes, either by purchasing a vendor’s 
software package or by developing your own platform in-house, as Southwest Airlines 
is doing with its “reservation system.” Move to Stage 4 when you’ve standardized your 
core practices, appointed a specifi c executive to run continuing improvements and 
cut costs but raised service levels. At this stage, management can base IT decisions 
on its strategy, but it doesn’t have much room for innovation.

4. Stage 4: “Reusing” – Only 2% of fi rms reach this stage; eBay is one of them. At 
this point, your platform fuels innovation. When you move into a new market, you 
adapt your IT systems easily. You understand what you do well, especially when 
using advantages that build on your IT platform. Your IT spending goes up overall 
as you invest in new areas, but your cost per unit stays low. Your executives invite 
innovation throughout the fi rm and your employees have more capacity for doing 
their jobs and serving customers. 

Governing IT 
Be clear about who can make IT decisions. Companies that are IT-savvy vary in whether 
individuals or committees make the decisions, but most successful processes involve 
senior executives. Often these fi rms have an “IT leadership team,” and top management 

“By clarifying IT 
decision rights and 
accountability, 
you create the 
management 
capability to 
progress along the 
IT-savvy journey.”  

“For effective 
IT governance, 
you and your 
colleagues must 
all understand 
how the key IT 
decisions in 
your fi rm should 
be made.”

“Lack of a 
transparent process 
invariably leads 
to dysfunctional 
politics, as 
individuals look to 
infl uence people 
they think can 
help them get their 
projects approved.”  

“If senior 
executives do not 
lead the effort to 
become IT-savvy, 
their fi rms will 
never get there. 
The digitized 
platform will not 
materialize, and 
IT will fulfi ll only 
isolated promises.”  
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designates executives to manage the relationships between IT and business. They monitor 
IT projects closely, tracking their progress and return on investment. 

Your “operating model” should be completely clear. Limit “governance mechanisms” and 
appoint specifi c people to be responsible for decisions. You should be able to diagram 
your IT governance structure on a single piece of paper. Build a fl exible IT strategy 
based on your strengths.

Leading Your IT-Savvy Firm
Some companies put a surge of effort into developing a digitized platform, then collapse, 
exhausted, and don’t gain any benefi t – especially since they’ve disrupted their previous 
processes. To avoid that sort of waste, lead your fi rm to derive value from your platform as 
it emerges: take one step at a time and seek ways to profi t from your efforts along the way. 

“Business agility” is one source of new value. Because you can reuse elements of your 
platform, you will be able to “generate new business value” while reducing both risks and 
costs. Likewise, a well-developed platform will multiply your employees’ functionality. 
Integrated access to data can give all employees the information they need to do their 
jobs well. Train everyone to get the most out of the new systems. For instance, use your 
digitized platform to drive innovation. At ING, for example, any individual bank may 
develop a new service or product. Executives can evaluate and distribute it quickly to 
banks in all nine countries where ING operates. Share functional platforms with your 
supply chain, using the shared access to data to help partners at different levels cut their 
expenses and fi nd business opportunities. 

A superior platform can give you a place to start integrating new acquisitions after a 
merger. The Mexican company CEMEX, for example, “rips” out existing IT platforms 
at companies it acquires and installs its own. Or you can follow the UPS model: As your 
platform matures, experiment with variations, spinning off related businesses. 

Once you recognize the importance of becoming IT-savvy, take these steps:

 • Evaluate your level of IT savvy – Where are you in the IT cycle? 
 • Evaluate your level of commitment to IT – Communicate the importance of IT. 
 • Evaluate how well you integrate IT into your business processes – Everyone in 

the organization should think “digitally.”
 • Evaluate how well your fi rm deals with internal politics – Developing IT savvy 

may expose divisions within your organization. The changes it requires will generate 
stress. Raising your level of IT savvy depends on the free fl ow of information, so be 
alert to internal politicking that can block that fl ow. 

Use top executives to conduct the evaluations of these areas and remove obstacles. The 
CIO is the most crucial leader, since he or she is the most knowledgeable about IT. In 
addition, an “SEO – “strategy execution offi cer” – should be responsible for making sure 
the company fully implements its new strategic vision. 

  About the Author
Peter Weill chairs MIT’s Sloan School of Management’s Center for Information Systems 
Research (CISR) and is the co-author of Enterprise Architecture as Strategy and 
Place to Space. Jeanne W. Ross is the director of CISR and former editor-in-chief of 
MIS Quarterly Executive. They also co-wrote IT Governance.

“Governance 
should help fi rms 
learn so that they 
stop making the 
same mistakes over 
and over again.”

“Our research 
found that fi rms 
that are above 
average on both 
IT savvy and IT 
spending have 
margins 20 percent 
higher than 
industry average.”  

“The design of 
– and commitment 
to – a digitized 
platform is senior 
management’s 
responsibility. No 
vendor can spare 
you from bad 
decisions.”  


