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ABSTRACT

A common problem in IT management involves the laElbusiness vision on the part of IT
executives who align IT to the strategic assumgstiof the company, but forget the tactical
functions of the former, managed as a business. i§tknown as the Lutchen’s gap. Because of
its importance in the context of IT managemens thaper is a complementary approach to the
preceding one from Rodrigues et al. (2009) and atridentifying the Lutchen’s gap presence
in the management of IT among the 100 top compaloieasted in Brazil. To do this, we
proceeded to a description of the profile of IT mg@ment in these companies, controlled by the
executive board. We used a questionnaire filledbyutT executives, containing 77 questions
covering the four functions of IT in a company. Tinain results indicate that: (a) In the IT's
Alignment function, the design of IT reveals diahwies between business and IT objectives (b)
In the IT's Management function, the IT's budgetosented toward ensuring "delivering”
abilities to IT services and differing in the medilsoof cost control, ranging from apportion by
volume, overheads and by ABC cost, (c) in the D&iver function, evidence suggests that IT
is managed as a business enabler; and (d) in tlee QUality and Safety Assurance, IT
executives monitor quality and safety events, et lémited to IT's basic operations. In
conclusion, in the companies surveyed, IT is seehmmore as an" on-demand solution
provider", rather than as an instrument of innawatiand competitiveness enabler for
organizations.
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RESUMO

Um problema comum em gestdo de Tl, apontados psfuecialistas, envolve a falta de visdo de
negécio dos executivos de Tl ao alinharem seusrtigpantos com as premissas estratégicas da
empresa e esquecerem-se das funcbes taticas dmdd, esta poderia ser gerida como um
negécio. Esse é conhecido comgapde Lutchen e por sua importancia no contexto deéiges
da TI, este artigo € complementar ao artigo de iBoés et al. (2009) e visa identificar a
presenca dgap de Lutchen, na gestdo da Tl entre as 100 maionpsesas sediadas no Brasil.
Para tanto, procedeu-se a um levantamento do gdarfijlestdo de Tl nessas empresas, na Visdo
de seus executivos. Utilizou-se um questionargpeadido pelos executivos de TI, contendo 77
perguntas que varrem os quatro fundamentos da dudedTl na empresa. Os principais
resultados indicam que: (a) na fungdo Alinhar, sedbo da Tl apresenta dicotomias entre os
objetivos dos negécios e os da TI; (b) na funcaarGebserva-se que os orcamentos de TI
orientam-se para garantir a capacidade de “entgm5ervicos de Tl e diferem nos métodos de
controle de custo, variando entre rateios por velunwerheade custo ABC; (c) na funcéo
Entregar, as evidéncias indicam que a Tl é geraaocuma capacitadora de negocios; e (d) na
funcdo Garantir a Qualidade e Seguranca, muitosuéixes de Tl monitoram eventos de
qualidade e seguranca, mas limitam-se as operdi#isas da Tl. Em conclusédo, o que se
observa nas empresas pesquisadas € que a T| éonstaum sistema “fornecedor de solugdes,”
sob demanda, dos negécios, mais do que como unurTesito capaz de garantir inovacéo e
capacidade competitiva para as organizagées.

Palavras-chaves: Estratégia de TI; Inovacgéo; Tlacbhiegocio; Gap de Lutchen.

1. INTRODUCTION

Currently, Information Technology plays a key rtadeggenerate improvements in
productivity, competitiveness and in the profitélibf organizations. In this context, IT
management design can facilitate or could limitahkievement of organizational goals
and objectives.

Lutchen (2003) states that, to be useful to catgoobjectives, IT must be
managed as a business. The problem, according éoathhor, is that in most
organizations, IT management seems to pay attetdgiother aspects of organizational
dynamics. According Lutchen, Chief Information ©@fis (CIOs) are directing their
actions towards two opposite ends. To one end, tdmgpet at IT operating functions of
the company; that is, planning and implementingiTonfrastructure. To the other end,
they focus the strategic interests of the comp#ooking at the alignment of IT with
business strategy.

However, IT should be in the middle of these twtrexes as a mechanism to
improve the enterprise’s business performance. gty to Lutchen (2003), to
exercise the dichotomous roles in the businesstete) IT leaves a large functional
gap: to ensure the integration and differentiatmocesses of the organization's
business. Lutchen calls the failure of this functes thelT delivery gap The author
argues that as an IT solution and business prdtesgbility inductor mechanism, IT
itself should be managed as a business. To acthey;dT should be, at the same time,
determining the profile of the business and beyfulitegrated into the business
transactional processes. Because it is a functen adjusts designs and ways to
optimize resources and capabilities at the sergfclbusiness processes, it is in fact a
corporate function, but with a fundamental role &fficiency and effectiveness of
business processes.
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Recently, Craig and Tinaikar (2006), based on d¢selts of their research in the
world's largest organizations show that IT is sinpeéwed, by most IT and Technology
executives, as a solution provider demanded bynbasipeople. Companies where IT is
used as a tool for business innovation and as asnafare-designing business are rare
and almost nonexistent. Craig and Tinaikar (20@8¢arch results also indicate that the
majority of organizations still does not view IT asmere instrument of delivering
solutions. To manage IT as a tool for innovatioanagers need to address or support a
particular innovation strategy that is centrallie tlynamics of the enterprise. Having a
clear innovation strategy, that is, setting techgglas a basis for the business strategy
is a quest that many organizations find it diffidisl design and implement. Either way,
Craig and Tinaikar's (2006) research results shmat the functional performance of IT
in the organization confirms Lutchen’s (2003) thesbout the gap of IT as a tool for
business differentiation.

On the one hand, business executives want and lietxd help them achieve
business goals. On the other hand, IT executivese subservient to the structures and
procedures of the organization, understand busigpeals as the only thing to be done.
This ultimately determines the format of the IT'samagement that focuses on
operational functions and define this as the macu$ of IT executives. Additionally,
this focus limits the role of IT regarding businéssdamentals.

In a broader context, yet to a lesser degree, IRl$® used by business
executives to support the formulation of their owompetitive strategies. This is
noticed in several works of renowned researchers) as Abreu and Fernandes (2008),
Rao (2002), and Prahalad and Krishnan (2002) thaw ghe potential of IT to play a
more critical role in the design of business thatld be turned into a better macro
performance for the organization. The findings ledse researchers indicate that there
seems to be a clear bias regarding the prioritfed ananagement and the implicit
priorities in business management.

Major national organizations, because of their gpedormance, seem to have
adjusted their business models using IT in efficigays and giving the impression of
absence or at least, the minimization of the fumeti dichotomy of IT in the
organization. This problem, present in Lutchen @0UT Delivery Spectrum" also
shows to be a fact in these organizations, eseeidlen one notes a great dispersion
of IT's management and control methodologies (CQBTTL, ISO etc.) in use. Using a
variety of management methods does not imply thah snethods are harmful to the
IT's performance, but each method has a bias ofispedministrative interest and
does not necessarily fill the managerial gap almgstioned.

1.1Problem and Reseach Objectives

The efficiency of IT management cannot be measusaty by control
parameters, applied to or used by IT executivese#d, the performance of IT is also a
function of perception of how useful and how conigatIT services are to their users
and to the business of the organization as a wHAdle.vision of the role of IT in the
organization, however, is not only a responsibitifybusiness executives; it is mainly
an IT executives” responsibility. The importancdTofegarding business efficiency has
grown a lot in recent decades, and no leading argton can afford to disregard the
role of IT to business performance. This issue shdww critical the relationship
between business needs and the functions of ITrganizations is. Thus, would it be
the case of IT management among the 100 top org#ons based in Brazil? In what
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ways are the IT executives of these organizatiomkiwwg on the management of their
areas in order to align, manage, deliver and agherejuality of IT services to their
organization business?

In this context, the objective of this article, ialh is complementary to the
article by Rodrigues et al. (2009), is to identifig Lutchen’s (2003) IT delivery gap in
the IT management of the 100 top companies heatkyadrin Brazil, distributed
among the ten most representative economic settorthe country. The Lutchen’s
(2003) IT delivery gap will be characterized thrbuthe IT management maturity
criteria set out in COBIT (2010), involving the naaerial design and the role of IT
related to the needs of business organizations.

2. LITERATURE REVIEW

2.1 IT Functions and the Lutchen’s IT Delivery Gapaqui, Services Gap ou
Delivery Gap?

The literature review in this article involves tigerpretation of Miles and
Huberman (1994) on the Lutchen’s (2003) IT delivgggp associated with the
institutional functions of IT. To discuss more ¢lgawe propose a conceptual model,
represented in Figure 1, which positions IT in énganization's administrative structure
based on the functions that integrate the IT Dejivepectrum (IT Enabling, M&A
Dues, and Leadership), proposed by Lutchen (2083ha practical execution of IT
functions. Here, we adapted Lutchen’s conceptratfcal execution using surrogate
activities in the spectrum — Alignment, Managem&darvices and Quality and Safety —
as key functions of IT. The way IT delivers in gbefunctions tells us the presence or
even the origins of IT services or delivery gap.

Business Strategy

Development
IT Strategy
Development

. IT
Practical execution: ; ~— Delivery
Managing IT as a Business E _ > Gap

Tactical IT

Planning
Technology
IT Systems/

Infrastructure
Implementation

Figure 1: Structural Functions of IT
Source: Adapted from the IT Delivery Spectrum (LUHEN, 2003).

To understand the concepts in Figure 1, one mussider, by definition, the
involvement of three distinct contextual event areastrategy; technology; and IT gap.
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These areas determine the profile of the IT managémn the majority of
organizations:

(1) Strategies Area- Hierarchically above the "spectrum of IT Deliyérthe
formulation of IT strategies occurs, which shoulel &ligned with major
corporate strategies, but mainly with businesstesjias. By aligning with
the corporate strategy and the company's busitiessan play a key role
delivering applications to the internal demands amdhe flexibility of
business processes. IT strategy as a business,véQwis motivated
primarily by an internal view of IT management irder to reduce costs,
increase process efficiency and service levels.

(2) Technology Base the efficient delivery of IT services is conditied by the
technological composition of the organization, tigtby the technology
available to IT in the company. To perform its ftiogs, IT needs to manage
technological resources and computer technologyd(ere and related
devices, and peripherals, software, telecommumwigsafi systems, and data
management and information) in an efficient anduacl manner. Using the
base of technology allows IT to perform its funoBoand effectively
responds to domestic demands.

(3) IT Gap - The execution of IT functions (IT Delivery Speot) is where the
translation and connection of IT solutions to bassineeds happen. Given
its criticality to the business of the companystls a strategic area in the
context of IT management. It is in this area ti&t integration of systems,
optimization of their applications, processes amhtls development,
management, performance indicators, and etc., dhmppen, ensuring that
the alignment of IT with business strategies is cagual, but causal. Most
often, however, this integration - between solutesrd the ability to meet
business needs — does not happen in the best farrdahe IT loses its role
as integrator and strategic to the business, Igamopen gap function, the
Lutchen’s gap.

The IT functions pointed by Lutchen (2003) are whene can observe that IT
plays its role in the direction of changes and he performance of organizational
dynamics. Therefore, it is important to review eawhthe functions, here called
Alignment, Management, Services and Quality & Aasge, discussing concept,
accumulated knowledge and understanding their oaptins for the business.

2.1.1 Alignment

Although executives of IT in general ensure thealignment with business
strategies, the results provided by Prahalad, Keashs (2002) research, among 500
business executives from organizations around kbleeg are against the existence of
alignment between IT and the strategic intereste@business. This research evaluated
the alignment of IT under five parameters, inten® the business nature (Degree of
changes in the Industry, Strategic Management,it%&bib change the organization,
Quality of infrastructure and People’s Collaboratisapacity within the Organization)
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on a scale ranging from 0 to 5, being 5 fully align The responses of business
executives demonstrated a low degree of alignman.6 mean), indicating that
alignment of IT with business strategies, in thmpanies studied, is far from desirable.

The intense competition among companies requices il special attention to
align goals and activities with strategic businedgectives. This alignment is an
important driver of organizational success. It idyothrough this alignment that the
mission, the goals and the business strategic (@&®) can be effectively shared and
supported by the IT Strategic Plan (ITSP). The &B#® set of objectives and goals that
help organizations use and optimize allocatioresburces to develop special skills and
competencies that make them particularly competitfizOBLER et al. 2008). In
addition, Rezende (2002) observes that the SBPdgnamic and iterative process to
induce the setting of objectives, policies andtsgis of the organization.

The ITSP, according to Weill; Ross (2004) providesoverview of concepts,
methods and processes, technologies and tools saegesto facilitate the
implementation of the business strategy. The IT&® aupports the decisions, the
business actions and respective processes, gewmeditect benefits to the business
itself.

The alignment between the ITSP and the BSP can dmside for the
competitiveness of the company. Thus, accordingufdman (2003), Zorello (2005)
and Abreu and Fernandes (2008), a good level gh@lent means that the organization
applies IT resources in a timely and adequate mramnaking it consistent with the
goals, the needs and the business strategy obthpany.

Craig; Tinaikar's (2006) research shows that ITypladifferent roles in
organizational processes, especially in cases wterelTSP is aligned to BSP, to
achieve specific objectives. The authors groupedinfluence of IT on business into
three roles, based on the relationship and sujpomvides to products and processes:
(a) service provider, (b) tool for innovation, (a)e-breaker business.

(@) IT as aservice provider. This is the most common role that IT plays within
the organization. As a service provider, IT priyafocuses on meeting the
needs of administrative tasks and of information tfee organization. IT
keeps itself apart or away from business withoutlear and direct
involvement in the processes and in their finafqrenance.

(b) IT as atool for innovation. This is a less common role played by IT,
however, a more desirable one. It is a very rofeicdit to play because it
requires a combination of capabilities and IT reses in order to give the
organization greater ability to innovate. In thse, IT aligns well with other
internal functions such as knowledge managemeggnizational learning
and corporate entrepreneurship and has become @ ®upport process and
products innovation, and to support flexibility mmansactional business
processes.

(c) IT as acompetitive differentiation. This is the most rare and unusual role of
IT. It happens when IT, through new solutions, ésrdhe redesign of a
business base (technological and transactionafindiively from the usual
format a business is built in a sector. In thise¢d$ is what determines the
size, shape, products and business processessdTbatomes the base for
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the business model based on its own technologagzalities and taking a
proactive role in determining a new business format

It is clear that the alignment of IT with businessategy gives to IT a more
proactive and innovative role in business. It saclfrom the arguments of Lutchen that
IT must be managed as a business, requiring tf@s @cilitate business strategies, as
suggested by Prahalad (2006), and from the obsengabf Craig and Tinaikar (2006),
that IT has distinct roles in the model and competiess of a business. However, it
remains unresolved the difficulty of transformin¢OS, usually with expert advice on
business executives, as suggested by Lutchen (20M8¥ recently, Takanen (2008)
also points out as an additional difficulty thetféltat CIOs do not participate in the
planning and in the decision making process oftegias formulation in the
organization, because of the underprivileged hofriaal position of IT in organizations.
A position close to the top management would abtdedlp in more efficient alignment
actions to achieve the company's strategic gosalgiedl as in a more efficient execution
of its functions in the organization.

2.1.2 IT Management

Good IT management is associated with the dynagrichsonism between IT
and business strategies. As pointed out by Rodsigeteal. (2009), the dynamic
synchronism of strategies, however, is not enowuglertsure the effectiveness of IT
functions regarding business interests, accordmg S$hpilberg et al. (2007). It is
necessary beware of the alignment traps. By alignnome means the degree of
commitment of the IT group to business prioritiesource allocation and execution of
projects, as well as the delivery of solutions ¢stest with business objectives. The
traps of alignment appointed by Shpilberg et abO{@, however, are associated more
with problems of inefficiency due to incompetennehe IT group than with problems
of alignment itself. For example, the most frequeades of delay in IT projects usually
refer to problems associated with the incapacityhef staff than necessarily with the
problems of IT solutions design. In these casdectfely executed IT management,
noting the proper complementarity of administratifeections, should ensure the
effectiveness of IT institutional functions.

In addition to the normal aspects of managing anagement processes must
consider investments in IT as a management todtit@ and to support the alignment
of IT with business strategies. According to Craigl Tinaikar (2006), as pointed out
by Rodrigues et al. (2009), one of the most edfitiways to identify this alignment is
to consider investments to "stay in the race,"” won"the race" or to "radically
differentiate” in the business. To stay in the raoeestments simply focus on the
capacity of IT to respond to local demands. To tia race, investments consider
transforming IT into an innovation tool. And todreally differentiate themselves,
investments attempt to make IT a base to radicadven disruptive innovation in
business.

Even from distinct approaches, the understandinthefstrategic management
of IT, analyzed by Craig and Tinaikar (2006), kesjsilarities to the understanding of
IT management by Lutchen (2003), in the sense floatthe authors, IT must be
managed efficiently regarding its functions in Imesis, independently of the role
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intended to it in the context of the organizatidhe fact is that, as shown by Craig and
Tinaikar (2006), IT should be playing a much mom@npinent role for business

innovation than it actually does. Research reslitav that in the majority of the firms,

IT plays a secondary role, being a mere solutioppker. And so, IT works as a

common department of internal routine, much moreceatrated on avoiding and

explaining its operating costs than on distributthgm over the demanding business
departments (LUTCHEN, 2003). IT seems to be lesxerned to demonstrate its
value, based on the investment return to the bssiceming from its innovative role

than to justify its costs (CRAIG; TINAIKAR, 2006).

On the other hand, Marwaha et al. (2005) reseagshlts, from responses of
9.345 IT executives worldwide, indicate that 53% tbese executives recognize
innovation as the most important ability to groveithbusiness. There seems to be a
dichotomy between actions and the managerial thqnlof IT executives. Despite
claiming that IT constitutes a powerful tool fordmess innovation, IT executives act,
routinely, as if the only IT function were to prde automation and productivity
solutions to the enterprise. Although these astiomay have explanations in their
respective contexts, the dynamics of the businesgept, which requires constant
innovation, seem not yet touched IT executivedeirtday to day managerial practice.

2.3 Services

Speed, productivity and innovation in deliveringe ahard to be built
characteristics because of their conflicting naur&peed and productivity are
congruent, but adding ability to innovation, sinankously, seems to be dichotomous.
Marwaha, Willmott (2005) suggest a steady migratafnlevels. Once identified,
innovation needs to migrate quickly to businessddads. Thus, innovation as a
solution to a process or a new product must keerategy aligned with business
strategy to ensure achievement of goals.

The adoption of innovative processes to help bgsirneerformance by giving
higher efficiency to IT services, however, mustdoehestrated in a consistent manner
across the organization. According to Correa (2006)5overnance is the mechanism
that can provide a framework linking IT processesources and strategies to the
strategic objectives of the organization. IT gowerce is therefore essential to ensure
efficiency improvements in the processes of theawizption aiming at speed,
productivity and innovation.

Once the cycle of governance and best practices paowided by the
management of IT processes, it is necessary, aogotd Weill and Ross (2004), to
explore the potential of macro processes of Mamage of Demands and Portfolio,
which is essential to establish the cycle of Goaroe and evaluate the results of IT
service delivery.

The IDC study (2006) concluded that organizatidret fare part of the Global
2000 Group are using management and prioritizadfgorojects and programs of IT to
gain a competitive edge and increase efficiencycofding to the IDC (2006), the IT
portfolio management is used to define, assessratpmonitor and optimize tasks and
resources needed to plan and complete a projesd, ial addition to managing the
portfolio of all projects of the organization, inding the analysis of "what if" in
projects proposed or approved, but not yet runniigs is the process of collectively
analyzing costs, risks and benefits of new projecthe context of ongoing investments
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in order to make better decisions and investmdntshis phase, it is important the
definition of roles and responsibilities of eachydr (Borland, 2006).

In short, what can be inferred from the observatiand findings in the authors
cited, is that in terms of Services, the focus s hmw to accelerate and increase
innovative capabilities of organizations througmsistent delivery of IT services. This
really generates the context for the argument of #rticle. That is, speed and
innovative capacity of business are reflectionshoW IT should be managed as a
business, as argued by Lutchen (2003), involvingudeented processes and rules,
automated and disseminated through the companyacsordance with the best
practices, bolstered by parameters, indicatorsnagasurable metrics.

2.4 Quality & Security Assurance

Quality and Security in the processes of IT managerare associated with the
efficiency and effectiveness in Service Level Agneats, known as SLA. For a better
understanding, it is important to clarify the diface between the concepts of
efficiency and effectiveness in the context of Sla&cording to Albertin and Sanches
(2008):

» Efficiency: It is related to the provision of IT services andsts
associated with planned deadlines. It is associatgd the way IT
services are delivered to users, according to dgneality standards. It
involves the search for alternative solutions teetrtee demands within
the level of pre-planned resources. Efficiencyssally measured using
unitary costs and using the service levels offeogdIT. It involves
obtaining economies of scale and use of standardsbéutions versus
specific solutions.

» Efficacy: It is about the ability to provide effa@ solutions to the
demands. It means being able to meet the needseo$,uregardless of
the level of difficulty of the demand. Efficacyliaked to the priorities of
IT investments and relates to the evolution of dlusons. Efficacy also
relates to the benefits after the implementatiothefsolutions that meet
or exceed original expectations. The model of livises is tailored to
the needs and goals of users.

It is also important to define here the understagdof Service Level
Agreements that seek to parameterize the qualitproflucts and services of IT.
Albertin and Sanches (2008) define the Service L&greement as a contract that
defines parameters that a service provider makeagdahle to clients, specifying the
performance measures for hired services. SLA alsfines commitments,
responsibilities and limits applicable to both pest

According to Abreu and Fernandes (2008), it core¢éorthe management of IT
performance, the setting of performance objectitles,creation and implementation of
indicators, the monitoring, the decisions consiugresults measured / obtained and the
continuous improvement actions arising from thecpss of monitoring and control. In
practical terms, Weill and Ross (2004) suggest ttmatmanagement of IT performance
should done based on four main factors and thdative importance for each
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organization: the use of IT-oriented efficiency arust control; the effective use of IT
to use its assets, the effective use of IT foriess growth; and the effective use of IT
for business flexibility.

Standardizing the measurement of IT performancejeler, typically follows
the version 4 COBIT, performance framework (ITGD1R). This is a structure
recognized and used by organizations as a modeltHer management of IT
performance. It contains processes and controlecobgs and for measuring and
monitoring IT in organizations that eventually daa measured (or calculated) through
the balanced scorecard (BSC) and / or specifictguds the Statement on Audit
Standard 70 (SAS70).

According to Brege, Brehmer and Rehme (2008), geaf BSC as a tool for
performance measurement and control is highly usefll management, especially in
cases of outsourcing encompassing more strategidoag range functions. The main
reason for using the BSC in these cases is thattlenmn contracts can have a direct
relation with and affect activities related to walareation, innovation and product
development. Therefore, it is essential for exeestito have a more corporate and
strategic performance vision of these contracte @pplication of the BSC can help
obtain and evaluate the usefulness of these irakat

Finally, to ensure the quality of IT services, iosld be noted that the
performance of IT in terms of quality and safetysefvices can be measured by the
combination of the ability of IT governance meclsams, which enable the desirable
behavior of IT in the organization, and the levedegree to which these performance
objectives for quality and safety requirementsrae in the business arena.

3. METHODOLOGY

The research framework that guided the questioarfallowed the premises of
Lutchen’s (2003) spectrum of IT delivery, as we regsed by: alignment, management,
service and quality & security. The design hasofw#d the assumption that a strategic
group of leading organizations is responsible f& performance profile and trends in
its economic sector. Porter (1986) defines strategioup as a set of similar
organizations within a sector, and different frothews outside this sector, in one or
more key dimensions of strategy. Thus, the sample wtentionally chosen to form a
strategic group representing ten different econaaators in the Brazilian economy. To
select the research sample, we used the biggesbestdccompanies located in Brazil,
listed in the Guia Exame das Maiores e Melhorebligied in July 2008.

The answers to the 77 questions constituent obgudied and semi-structured
questionnaire was sent, via Internet, to the ClOthe 100 selected companies. The
objective was to characterize the management oihlferms of its alignment with
business strategy, in terms of profile managemienterms of ways to deliver IT
services, and in terms of quality and safety asm#raof IT services. The
characterization of these four functions was stuid@ this article, in terms of the
maturity of IT management, according to the paramseand indicators listed in the
version 4 of COBIT (ITGI, 2010). In COBIT, the rdsunt of the four functions of IT
represents the strategic alignment of IT with thesibbess, expressed as levels of
maturity in IT (Lobler et al., 2008). Thus, by kniog the functions and expressing
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them as the level of alignment of IT with the besis objectives, we are expressing the
COBIT maturity level and, at the same time, thefifgqor presence) of the Lutchen’s
gap. Thus, we utilized the parameters of maturtylTi management, as defined in
COBIT, version 4 (ITGI, 2010), since COBIT has beslopted as the reference model
in business worldwide, because it is recognizeernationally and help understand and
manage IT risks.

The levels of maturity in IT management listed iQBIT are classified by
Lobler et al. (2008) as the levels of alignmentiDfto business, into five levels. As
stated above, the levels of alignment are actualigsult of the combined performance
of the four functions cited by Lutchen (2003). Thtise criteria indicate that the
organizations that are at level 1 of maturity drese with a zero level of alignment, or
virtually nonexistent alignment with respect to thesiness strategies.

At level 2 organizations are classified in a sttencipient maturity in terms of
alignment with business strategies. Level 3 reprtsserganizations with a maturity of
IT alignment, focused and established. At levadrdanizations are characterized with a
maturity managed at the strategic level. At Le®ebrganizations are classified with a
level of IT maturity excellence, that is, at thevél those organizations whose IT
strategies are fully aligned with business stra®gre classified. IT keeps all the
processes of services fully integrated and docuedeimt accordance with the market’s
best practices. For a better understanding ofrtaturity levels resulting in the search,
we simplified the levels of maturity into three tthst groups: (a) incipient, (b)
intermediate and (c) mature.

Thus, organizations classified with maturity levieldT management between 1
and 2, in Lobler et al. (2008) classification, drere consideredncipient in IT
management. That is, in these companies, IT wooldba managed as a business. The
ones classified with level 3 of maturity are coesetl intermediate and have been
shown to have elements of IT management as a lassif@rganizations that show
maturity level between 4 and 5 are hereby claskéi® mature in IT use, because they
are managing IT like a business.

Thus, the methodological design allows obtaininfigrimation about the results
of the profile of IT management in the 100 biggasstl best organizations located in
Brazil. It is possible, therefore, to preview th@fge of IT management regarding the
presence of the Lutchen’s gap, through the anabysischaracterization of managerial
practices used by IT to deliver services.

4. RESULTS

As indicated in the methodology, the organizatiesveyed belong to the
Brazil's 500 top companies, classified in the Gtxame — Maiores e Melhores/2008.
From this list, we selected the 10 largest in tBemost economically representative
industrial sectors of the country, that is, thesg@tors with the highest contribution for
gross domestic product of Brazil. In the charagtion of the respondents, the degree
of economic importance of the surveyed organizatisnrepresented by the fact that
60% of them declare have revenues over US $ Dbibikind only 3%, under US $ 200
million, annually.

JISTEM, Brazil Vol.8, No. Fept/Dec2011, pp717-748 www.jistem.fea.usp.



728 Simdes, S. A., Rodrigues, L. C., Maccari, EPArgira, M. F.

The survey data also indicate that, in terms ofrfrantum” of the business, 74%
of respondents note to be in process of expandiegy tmarkets, that is, directly
increasing its relative share in the market’s segnue increasing the product portfolio
to increase its presence in specific segments.

To provide focus and clarity to the great amounthef research findings and in
keeping the purposes of this article, we decidedrganize the results under the four
functions of IT (Alignment, Management, Servicesl &uality & Security). The data
analysis considers only the main evidence of thectfans of IT, to classify the
management of IT in the organizations surveyedoralieg to the degree of maturity,
using the parameters of the COBIT (IGI, 2010). 8itlte characteristics of maturity in
IT management are based on the same elements agmgnT as a business, then we
can establish a direct relationship between theesegf maturity in management of IT
and the Lutchen’s IT delivery gap.

4.1 Function Alignment

When questioned if the IT plan is formal, curretisseminated and aligned to
the business, the responses of IT executives itatidhat 63% have formal plans and
IT is aligned with the strategic business plan (BSP

It should be noticed, however, that 37% of IT exees did not execute a
formal alignment or did not recognize the alignmastrelevant, thus, generating a
premise of significant misalignment of IT managetwith the mission and business
objectives. It is presumed, for these cases, Thdbks not support the business strategic
plan (BSP). The evidence is the lack of use of gameent tools (Balanced Scorecard,
for instance) determinants of the adherence tosgmad actions of IT to business goals
and actions. However, despite evidence of misalgrmT can be exercising very well
its unique role as a solution supplier through thglementation of operational
activities and routine tactics. In this case, thauf may be in the management processes
which are appropriate to technological and compartat resources.

Graphic 1 shows that just under 40% of IT execstmederstand the importance
of indicators and make use of them. For most ITcettees (61%) the Balanced
Scorecard is not yet part of their management @nesonstitutes an instrument for
aligning IT with the business. It should be notadilitionally, that about one fifth of the
executives surveyed (18%) did not even see thas r@bevant tool for aligning IT with
business strategy.

18

B Efficiency measured by BSC
\ 39

B BSC not implemented,
but planned
43

Not relevant

Chart 1 — IT alignment based onBalanced Scorecard
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We also investigated the hierarchical location ©f In the organizational
structure as an important factor to characterieestrategic role of IT. Takanen (2008)
has pointed the hierarchical position of IT as aibafor IT to take an innovative role
in the organization. The results indicate (Gra@)ithat the majority of IT executives is
linked and reports directly to the CEO (Chief Ex@a Officer) in their organizations.
This situation gives to IT a strategic participatia the decision making process of the
organization, as IT leaders are at the same hlacaiclevel as business leaders are.
This positioning also helps IT to exercise moresetiiely an innovative role or even
being the cause of business-breaking rules, makioig relevant the value that IT can
add to products and services of the organizatid®N|G; TINAIKAR, 2006).

[ Report to CEO or Board
Il Report to CTO or CFO

Report to CIO
Global or Regional

Chart 2 — Localization of IT in the Organizational Structure

With regards the leadership provided by IT, theveyurshows that, normally, IT
does not assume the leadership for internal chargdsshares the leadership for
changing initiatives (65%) with other areas of timganization. In other words, only in
about one third of organizations surveyed, IT leag®vation initiatives. On the other
hand, if added, the two percentages (28% and 6bétjadte that IT executives actively
participate in over 90% of business change initesti This, in theory, allows them to
practice the alignment of IT with the businessseffing the possible problems arising
from a less privileged hierarchical location of(Graphic 3).

= Lead initiatives

Share leadership with others

u Implement only

Chart 3 — Leadership in Innovation by IT
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Despite of IT executives share the leadership tarmal changes and despite
they indicate that IT plans are aligned with thessiin and strategic business
objectives, the survey results indicate that 43%espondents do not use a performance
measuring instrument (e.g. BSC) for IT. Considgrihat 61% (Chart 1) of IT
executives do not use a performance measuringumstit, one can imagine that IT
does not have performance standardized indicatatsreetrics common to the business
area.

On the other hand, 57% of IT executives say theae legperational indicators in
use (indicators which are documented, formalized, disclosed as a routine), may not
be feeding the performance indicators of the bgsigoperly. This might have strong
implications for not alignment of IT with businesigjectives.

To characterize the alignment of IT managementrgamizations surveyed in
relation to the degree of maturity according to CORBIGI, 2010), we considered
relevant the positive responses to the existenteeofollowing four essential elements:
(1) IT Planning is aligned to the Business, (2)f@@nance of IT measured by a
standard instrument, such as the BSC, (3) subdrdmaf IT to the CEO or Board, and
(4) indicators and metrics to evaluate operatimppemance in use.

For each element, we identified the percentage asitige responses in the
survey. For conversion to the scale of COBIT mé&tdavel, which ranges from 1 to 5,
we used a normalization factor 20 for convenieddwus, if all the survey responses
were positive, we would have a level 5 maturityQ/PD = 5), indicating that in the
whole survey, organizations demonstrate to havestritegies fully aligned with
business strategies. For this research, the resfulte Alignment function are shown in
Table 1.

Elements of Alignmet Results | Normalization Maturity
Vector 1 - IT Alignment Plan 63% 3.2 3
Vector 2 - IT Efficiency Measured by 39% 2.0 2
BSC
Vector 3 - IT Reporting - CEO ar 42% 2.1 2
Board
Vector 4 - Performance 57% 2.9 3
Indicator/Metrics

Table 1 — Level de Maturity Related to Alignment Function

Just a reminder, COBIT (ITGI, 2010) maturity scales associated by Lobler
et al. (2008) to the functions of IT proposed bydhen (2003). In this study the scale
was simplified to three levels: incipient, interregd, mature. To fill the Lutchen’s
gap, the classification of the COBIT maturity leval IT management follows the
criteria: Incipient: those with maturity level between 1 and 2. Irs ttése, organizations
do not to run IT as a businesdstermediate: those with maturity level 3. In this case,
organizations have clear indications that are miagad like a businessViature : those
organizations with maturity level between 4 andrbthis case, IT is managed like a
business.
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For the results of this research, the function tgnt has no clear indication
that lies between the maturity level 2 and 3. Tisathe organizations surveyed are
partially incipient (and subordinate performanceaswes) and partly as intermediate
(plane alignment of IT and operational performaimckcators).

4.2 Function IT Management

Within the Lutchen’s (2003) concept, the managenfenttional gap appears
essentially in the managerial practices of IT managnt. Managerial practices related
to the logic of budgeting are the most critical.ney involve the division of costs
between units users so that IT is not seen as &anemtaken for granted, but as an
essential management tool to increase the perfarenaf the organization. As a
mechanism that performs tasks for the distinctgect decreases operating costs
increasing efficiency - IT costs must be paid bit users.

The results of research on the practices of budgetlT show a certain
managerial pattern, focusing on three evidencest, Finere seems to be a preference for
allocation of resources (up to 10%), among the nigjoof IT executives, over
technologies in progress, updating the infrastmesturaining and technological
innovation (Chart 4).

s K.\O“ a\:\f\% e\ Al “56 <
a 9(0\ oN e\Og Ope(a @ \.\o(\e’ \ € . afh \
an -t \of \e? an o
(e e o™ X 50 (2
aer0®™ T que e v :
\‘\G\N “a‘-\(.e -9 _‘e\e(.ﬁ v 9 s
A . Up o 10%

e
0;‘\\“ between 11 and 25%

== above26%

Chart 4 — IT Budgeting Practices

Second, a smaller set of executives spend on av&ét@% of their budget on
systems and technologies in progress, on updatwegIT infrastructure, and on
personnel communication. Third, a small group (leemv11% and 25%) does not want
to invest, or has zero budget for training / quediion in IT. Given the fact, however,
that the numbers refer to the 100 top organizatised in the country, this percentage
becomes significant. A New project is what gets lifighest level of investment (over
25%) in the budget of almost 50% of the IT exeasgigurveyed.

One can notice that IT budgets are very focusethanaging the IT day-to-day
routines (maintenance of the park, Telecom, pemsiocosts, and the like). This form of
resource allocation, as indicated by Craig; Tiagi2006),that resources are only to
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maintain the basic services of IT. In other woldsmanagement and the organization
see IT as a solution supplier to the computatideahands of their work routine. In our
view, this format indicates that IT is being mardder implementing a business
strategy based on the simple idea that the orgémizenust just stay in the race (survive
or maintain the position of the business).

It is relevant to the context of IT managing fuoati the way outsourcing is
handled by IT executives (Chart 5). Being an imgatrsupporting role, both in ready-
to-use solutions, as well as at the level of ctist$T management, outsourcing can not
be ignored or seen as an underlying matter in thmirastrative process. Despite the
pronounced tendency of major international orgdioma in adopting outsourcing as a
strategic alternative to the effective manageméni o Kaplan et al., 2006), we can
notice, in this research, a certain conservatisnthien allocation of resources for
outsourcing (45% allocate up 10% of budget on autsng).

0%
HUpto 10%
Wrom1llto 25%

“iover 26%

Chart 5 — Outsourcing Budget

It is also noticeable, in addition, that a sigrafit share (13% of IT executives)
of the organizations surveyed allocates zero bufigetutsourcing. The vast majority,
however, allocates up to 10%, however, 42% allecater 10% of the budget for this
activity.

The analysis of the activities contemplated by auttsing shows that the biggest
chunk of the budget aims at systems. The appagasbn for this fact may lie in the fact
that IT, in search of greater responsiveness tdtisiness demands, considers coding
more application systems a priority in order to tesiness needs. On an opposite
end, there may be also greater "commoditization’sahe technologies for system
development which leads organizations to reduce geFsonnel, thus, reducing costs,
but forcing them to look after knowledge coopenatior specific software that, scaling
up, seems to be less expensive.
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W Systems
W Infra-structure
W Printing
i Serv'ces

W Help Desk

Chart 6 — Budget Distribution of Outsourcing

It is also interesting to observe the behavior Dfinvestments shown in the
search results by Weill and Aral (2006) among tH@ largest organizations in the
world versus the results of this search. For Waaildl Aral (2006), areas of increased
investment in IT are in the following order: inftagture, transactional, informational
and strategic. In this research, although not ait@ntages match the percentage of
Weill and Aral (2006), the results confirm the saarder of priorities of investments
(Chart 7).

Also, according to the Weill and Aral research, ieeond area of investment
(26%), the informational area, coincides with tle¥gentage of investments in Brazil.
This area serves the tactical systems operatiomns kletame a major focus of
investment, behind only the investments in infrasire, possibly because of the
concern of organizations with information systefere recently, such systems have
been refined to better serve the information nemdshe competitive environment to
support decision making in organizations.

Finally, it is also important to note that the stgic area of IT, the one that
should worry about the value generation and ina@fpan of technological innovations,
has received the least amount of investments entegears, in both surveys.

= Brasil

- Weill o Aral

J\Illlllllﬁl

Chart 7 — IT Investments: World - Brazil

In assessing IT costs, one can notice that 31%sp@andents indicate that IT
costs, required to respond to the demands of anéssiarea, are attributed directly to
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that area and other costs are prorated based ayutbeme criteria or by users volume
or by price list. Another 30% of executives saytthia costs are recorded as a cost
center and distributed as overhead costs. Anoth# iddicates that their IT costs are
prorated interchangeably by year or monthly, adogrdo the consumption of IT
resources and business areas. These costs areregehgicost drivers. Chart 8 shows
the different format of allocating IT costs.

# CHARGED DIRECTLY
# OVERHEAD

# PRORATED

HPRICE LIST
“MEASURED

Chart 8 — IT Costs Allocation

To summarize the Managing function, we considehedsame criterion of the
previous function, and among the various findinfjthe research, some aspects may be
relevant to demonstrate the performance of IT wkhggrits role for the business as
follows: (1) the practices of project managemeg); Business Process Management
(BPM); (3) the adoption of Capability Maturity Mddg€MM); and (4) the adoption of
Service Oriented Architecture (SOA) (Table 2).

Elements of IT Management Results | Normalization Maturity
Function
Vector 1 - Practices of Project 64% 3.2 3
Management
Vector 2 — Adoption of BPM 53% 2.7
Vector 3 - Adoption of SOA 37% 1.9
Vector 4 - Adoption of CMM 53% 2.7 3

Table 2 — IT Managing Function: Elements of Managig it as a Business

The analysis of Table 2, containing the elementhefCOBIT maturity (ITGI,
2010) for the IT Managing Function indicates thab#the elements of this function
tend to be performed in a more formalized way, Whesomply with the parameters of
the level 3 maturityintermediate.
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4.3 IT Services Function

IT services, also known simply as delivery, arely#eal based on 5 vectors: (1)
Architecture and Systems, (2) Infrastructure Sesjc(3) Innovation, (4) ITIL
Management, and (5) Portfolio Management. The firsee vectors relate to the
delivery processes of systems and applicationd, ifjameeting the needs of the
business. The last two vectors relate to the stdsdand practices of IT governance.
One can check in these two vectors if deliveriessaiructured based on accepted model
of IT management, such as ITIL, COBIT, and PMI, agothers.

For the first vector, called Architecture and Systat becomes evident that the
majority of IT executives have documented, mondoaed measured the tasks inherent
to this vector (architecture, operations analysid aystems development) - Chart 9.
Intuitively, documentation, monitoring and evaloati functions of the tasks are
minimal to ensure that IT, as a whole, executesakgected role it plays for the
business. The survey results indicate that regssdbé the economic segment of the
organization, size or timing of the business, ntban 70% of organizations surveyed
demonstrated levels of maturity greater than 3pwnmeasuring scale. Therefore, there
is evidence that the vector architectures and Byste the organizations surveyed are in
the mature stage.

W1 Bcsinrors or Discraanicod
P [ o m 2 Fcl ow astancarc modcl of exooution

— i e I E 32 Deocumnented and disserminated

e e S

W4 Morite-ed and meoasured

5 Fal ow bos. practices/aulomated

Chart 9 - Vector 1 - Architecture and Systems

For the second vector, called Infrastructure Sesjidhe data are shown in
Chart10. The results indicate that a small por{ilohto 13% only) of IT executives use
the best market practices in an automated way. e#%0) are still unstructured for
efficient management of the Infrastructure Servides relation to the general IT
services, the pattern is basically the same, shdTidocuments, monitors and measures,
but it seems to have some problems to adopt thepbastices. Chart 10 illustrates the
information.
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Chart 10 — IT Infra-structure Services

What we could note similarly to the first vectortie delivery of these services
has, in more than 70% of organizations, level otumty greater than 3. Therefore,
there is evidence (Chartl0), that management psogeactices of Infrastructure
Services are also mature in the surveyed orgaairsti

The third vector of IT Services researched wasrihevation. Here ,we sought
to know the level of concern of IT executives regyag innovation, that is, how IT
plays the role of innovation and delivering innowatfor business. The survey showed
that about 20% dedicate not more than 5% of timae to innovation projects. Just over
one third (35%) of IT executives spend between 58 al0% of their time on
innovation and the other third devote between 18&20% of their time to innovation.

When looking at the role of IT in the innovatioropess - Chart 3 — one can see
that for almost two thirds of IT executives, théerof innovation in business processes,
products or services falls more as a partnershilp ltisiness executives that appears as
leadership actions in innovation, as already meetian Chart 3.

Still, in relation to the projects and technologiést IT is delivering to the
organization, research shows that most IT execst{8&%) have a plan or simply do
not plan to deliver innovation projects. Lutche®@2) already alerted to the fact that
organizations need to invest not only to maintaandyservice and IT projects, but also
need to follow the best practices, in any caseertsure innovation in products or
processes that help to open new markets.

The fourth vector of IT Services refers to models best practices and
methodologies used by IT to deliver services ane@rtsure quality. This vector was
verified by the IT governance in the organizatiasveyed. According to Correa
(2006), IT Governance is essential to ensureieffay improvements in the processes
of the organization.

IT Governance practices seek to ensure that thanagtion's expectations
regarding IT are met, performance is measureduress are managed within accepted
standards and risks are mitigated. Hence, the tisgandards and practices for IT
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Governance, structured around models of planningarozing and managing IT, such
as ITIL, COBIT, PMI, and others.

Overall, it looks like ITIL, PMI, COBIT and ISO27Q0enjoy the preference of
the majority of IT executives. One of the latesttimoelologies for the management of
IT, The Open Group Architecture Framework - TOGARBQ9) - is virtually ignored by
IT executives (3% of respondents use the TOGAR. [dlv use of TOGAF may be due
to the fact that it is still a recent practice o€ratectures and process management,
though already in its ninth edition. The main melhéor the management of IT used by
respondents are shown in Graphic 11.

HITILv3

HPMI, PMBOK, Prince2

B CobiT / CobiT Quick start

M B37799 /5017799 /150 TR13335 /I5F /18027001
& |50 9000 (processos)

H IT Balanced Scorecards (B5C)

M Software Engineering Institute Maturity Model (CVME CMMI)
M COS0/ERM

M 6 5igma

W 3015000

b CCEE standards: ex.: ISF, FIRM

M TOGAF

Chart 11 — Most Common Methodologies for IT Managerant

It is noticeable that there is a concern of IT exees to ensure that the
adoption of standards of IT delivery is made thioupe tactical and operational
discipline of tasks related to IT. Hence, perhdps,fact that ITIL and PMI are the most
widely used methods of governance in the orgamimatisurveyed, in order to ensure
speed and performance. Also there is a clear conmethe executives regarding the
adoption of controls in line with corporate objges in order to add value and keep the
risk controlled through the use of management siras such as COBIT, BS and ISO.

As the fifth vector of analysis in the Servicesdtion, we evaluate the processes
of demand and portfolio management, essential tabksh the cycle of governance.
The responses showed that the majority of IT exeesit(80%) are capturing the
demand for IT projects and services in a structaretidocumented way (Chart 12).

In the context, projects involving present portiolisystems, in most
organizations surveyed (63%), level of maturity \ab@ (three), i. e, are documented
and disseminated, and performance is monitored amghsured continuously.
Additionally, 16% of the respondents admit that thenitoring of these processes is
made possible through the adoption of best manleetioes and automated tools.
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Chart 12 — Demands and Portfolio

It is important a reflection on these numbers, carmg them to the survey
conducted by Jeffery and Leliveld (2004) with tI&0 Jorganizations of Fortune 1000.
Leliveld and Jeffery (2004) identified four stageé maturity of IT portfolio
management. Compared to the COBIT maturity leviés, (2010), the vectors of IT
Services function and considering the same critéhia identification of the level of
maturity for this function corresponds to levelThe maturity levels obtained for this
function within the parameters of COBIT are showi able 3:

Elements of Services Results | Normalization Maturity
Vector 1 — Architecture e Systems 80% 4.0
Vector 2 — Infrastructure Services 76% 3.8
Vector 3 — Innovation %
Vector 4 — Managerial Method (ITIL) 81% 4.0 4
Vector 5 — Portfolio of Services 80% 4.0

Table 3 —Services Function
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The interpolation of the results shown in Tabld8wvgs that the level of maturity
of the elements of the function Services are atlled; mature, according to the
convention adopted here. This indicates that tlgarozations surveyed are massively
using the best market practices to manage IT iapgmopriate manner and with higher
standards of control.

4.4 Quality and Security Function

Quality and Security function is here analyzed ennts of the main results
obtained by considering four basic vectors: (1) samication in IT, their metrics and
indicators related to the business, (2) risk mamege framework; (3) structure and use
of internal controls, and (4) the quality managemeinthird parties and respective
contracts.

We examine the suitability of these vectors for theecific regulatory
environment in which each organization operate® Jdal is to ensure that the services
keep the quality with the necessary adherence ¢b ldusiness objectives, considering
costs and deadlines for the tasks and project désnakiso, if IT products, whether
produced internally or purchased in the market,dmlivered to users and evaluated in
terms of services and its expected quality. Itsisuaned that the accuracy in monitoring
the quality should be the same for internal or ewtkeservice providers and that user is
always seen as a customer.

In terms of vector 1, communication in the IT besis areas - Chart 13 — seems
to be more introjective and with little socializinghe evidence appears in the results
showing that just over 40% of CIOs responded toehguality indicators that support
business processes. This figure rises slightly (4#86 the surveillance function of
aggressors and quality communication to usersit lbetnains below 40% when looking
at performance monitoring of IT services in ordergenerate indicators for the daily
business areas (39%).
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IThas structars and communicat2d processto raspondts busine g3 l
damznds ore«tra without change quality of sarvicas

| 2

ITmenitorsfrequantly informs us2is of possible aggrassors of
fuality of IT sarvica s, such as Capacily Planning Resilianes l j LL]
Aecailability in busin2ss evants,

IT monitors Performancs, genzratesdaily criteria for Business l J B

IT hoaz guality criteriathatfaed Buziness <ritaria l 141

ITbnewes critzria and goals of Business. l J 7%

Chart 13 — Communication of IT / Business

The introjections of IT management in the orgamiret surveyed are most
apparent when comparing these data with the restikeowledge about the indicators
of IT business goals. In around 76% of organizatisarveyed, CIOs say IT knows the
indicators. However, such knowledge is not acconguhhy the IT quality criteria that
match the business. About 60% of organizationsatchave such indicators. This fact
has a strong implication on the issue of alignilgniith the business. In fact, if there
were the sharing of results generated by the bssimedicators with indicators of IT
quality, a better strategic alignment between batbhas could happen, since the
socialization of the results establishes a stroogmitment and inspire greater
cooperation between areas.

Regarding the second vector analysis, the risk gemant involving the
maintenance of proper internal controls in IT, vem ®bserve that there are internal
controls of IT, formalized in 76% of organizatiosgrveyed (Chart 15). This probably
happens because of the adoption and use of managems¢hodologies COBIT, 1ISO
and BS (34, 32, 30%, respectively, seen in Chartijl)IT executives aimed at
improving the governance environment, and the fdwt more than 50% of
organizations surveyed are subject to market ffolegublicly traded companies.

It is remarkable that more attention is being git@mternal controls in order to
reach maturity in process control. Research shbatsG4% of IT executives - Chart 14
- seek to understand the maturity level of itsrimé control processes through internal
and external benchmarking (other organizations ogamzations in the same
conglomerate) and independent audits (52%). Thauatan of internal controls is to
identify potential risks of utility and effectives® of controls in order to redirect the IT
plan and improve the quality of the services preuid
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Although significant rate (64%) of those who deenportant to reach maturity
in internal controls, this rate still appears torblatively low given its importance as a
factor in ensuring the quality of IT services.

IT try to understand the levzlof matarity and afficacy of its int2rnal | J 64
Cantrols

[Tinternal Controls fordetection and prevention of frauds are j 53
pariedically validated

IT intzrnal Contrels arz2 parigdically t2stedandanditedindependantly | J

IT internal Controls are formalized and document2«d

Chart 14 — Internal Control Management

The third vector of the Quality and Security assaeafunction refers to the
guality management of third parties and their reBpe contracts. The verification of
the profile of this vector is done by analyzing timanagement of outsourcing. The
results indicate that just over 30% of respondeloisnot execute the management of
such contracts - Chart 15 - or even consider thraportant. One of the reasons of the
failure of management outsourcing perhaps liehiénfact that management is not from
IT, but from another area, such as the Legal Dapart of the organization. Or, what
would be less likely, IT executives assume selfisiehcy of their systems in use and
new applications are developed internally, on deinaithout external help.

We also inquired IT executives about their concemigh the contract
management of outsourced projects and activiteshe fourth vector of this function.
We can find that about 50% of them, in fact, ddesmanagement of these contracts,
but only 20% give proper attention, making and dipdgtheir outsourcing processes
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20%

B Will not be done
M Mot relevant up the this moment
W important, but not done

important and realized

Varyimportant and updatad

49%

Chart 15 — IT Management of Outsourced Contracts ad Projects

In relation to Service Level Agreements with prargl the survey results have
shown that to ensure the quality of services, 54% @rganizations establish Service
Level Agreements with third-party providers. These formal agreements and they
reflect the negotiation between the requirementh@tlients (users) and IT operational
capability for a particular service. Although andein the use by the IT area, 36% of
respondents declared that is an important typegocéeament, however, not having yet
implemented it.

The identification of the level of maturity accandito COBIT (IGI, 2010) for
the vectors of the Quality and Security Assurangection was made considering the
same criteria used to identify the level of majunit previous functions studied, taking
into account the vectors: (1) Communication IT vitie business, (2) risk management
structure, (3) Structure of internal controls afd(4#) contract management of third
parties. The maturity levels obtained for this filme are shown in Table 4:

Elements of Quality and Security | Results | Normalization Maturity
Function
Vetor 1 — IT Communication 76% 3.8 4
Vetor 2 — Risk Management 54% 2.7 3
Vetor 3 — Internal Control Management 769 3.8 4
Vetor 4 — Third Parties Agreement 69% 3.5 3
Manag.

Table 4 — Quality and Security Assurance Function

The analysis of the data in Table 4 indicates thate is a fairly balanced
dispersion of maturity between intermediate anduneatevels over the vectors of this
function. While communication of IT with the busgseareas of the organization and
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management of internal control are already reachmadgurity, risk management and
third party contracts remain at intermediate lewélsaturity.

5. FINAL REMARKS AND CONCLUSIONS

The main objective of this research is to deteemirhether IT in the 100 top
organizations based in Brazil, classified in theag@xame — Maiores e Melhores/2008,
is managed as a business, under the perspective oT executives. To this end, the
research aimed to study how IT executives are magaye IT functions, where the
Lutchen’s (2003) gap can be detected.

Thus, we characterized a conceptual scheme pldbendcey functions of this
research - Alignment, Management, Services andifQuaid Security Assurance — as
the elements of the IT Delivery Spectrum. We tidgntified the Lutchen’s gap in
those functions by determining the level of IT nmmayufor each function, using the
version 4 of COBIT (IGI, 2010) adapted criteriadescribed in the methodology. Data
collection was performed in a quantitative manmeith the Top 100 organizations
based in Brazil, distributed over the 10 more repngative economic sectors. Analysis
and interpretation of survey data enabled us tolreame basic conclusions that show a
context determined by the answers of IT executofdsrge global organizations, very
close to the ones observed in the literature.

An accurate analysis of the results shows thatxAcetives, in this study, seem
willing to be aligned to the business their IT areas support. But ti®m@ significant
difference between the reality and their wishes.

While the vast majority (63%) claims to have a ptaircomply with alignment
between IT (ITSP) and Business (BSP) plans, afsigni portion of them (37%) does
not recognize the alignment as an important factdhe management of IT activities.
This dichotomy between the expected and observigtimaént is also noted in the
research by Luftman (2003), Zorello (2005) and Abaed Fernandes (2008), whose
findings indicate alignment problems, also poirdgttbrganizations as a result, may be
allocating IT resources inappropriately.

Given the less representative positioning of ITtha organizational hierarchy,
IT strategies do not have the expected reach dadtigeness, and often are misaligned
to business strategies. The subordination of Ifhtwe tactical than strategic levels did
not contribute to the adequate alignment of IT @sective control through commonly
shared business indicators, such as the Balancedecaed as noted by Fernandes;
Abreu (2008) .

In terms of maturity in the use of processes tmsee alignment of IT with
business strategies, the results of this resedsohshow consistency with the evidence
described above, as these results indicate thdeveé of IT maturity lies in between
maturity levels (2) and (3), under COBIT (ITGI, Z)Icriteria. This means that the
function Alignment (with business strategies) sh@wvglences that it is stilhcipient
for some vectors, and in some others, is internelgianature.

With respect to the Management function, one caic@&dhat in terms of IT
budget investments, results of this survey areistarg with other research, such as the
Center for IT Studies at MIT (WEILL et al. 2002; Wend Aral, 2006). Results of the
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research are fairly consistent regarding finan@hbcation of technologies and
systems, upgrade of infrastructure, communicati@ming and technology innovation.
Still, from the point of view of the management é¢tian, this survey results show that
the elements of the governance cycle are documeatitoimated and disseminated at an
intermediate level, considering the best practitésis, we can assume that the maturity
of IT lies, among organizations researched, airttesmediate level (3), under COBIT
(ITGI, 2010) maturity scale. This means that thenaggement function shows evidence
that its processes are more mature than the fumaignment, but still at an
intermediate level.

Concerning the function Services, despite the exMideof some discrepancies
with the results of other global surveys, alreadsntioned, there are clear indications
that the organizations surveyed seem to be runiiifige a business. A major evidence
Is the administrative function of planning and ¢ohtT activities. It may be noted that
the organizations surveyed, in general, apply meeg rules management, budgeting
and costing and use parameters, measurable indicanol metrics control, proper of
administrative procedures for any business.

Lutchen (2003) believes that the main contributminservices function is
associated with how to accelerate and innovativgarizations through consistent
delivery of IT. Data from this study show that #lle IT executives have adopted a
model of management practices (whether ITIL, COBIMI, 1ISO27001 or similar) to
manage their services, demands, operations antsadseong the listed practices, ITIL
is the most widely adopted (almost 50%) by IT exwes. This shows that IT
documents internal processes as standard modelspliditerates the creation of
automated structures in IT based on the best marnaetices. It is also worth noting
that data of services function, interpolated on @@BIT (ITGI, 2010) management
maturity scale, indicates that the organizationvesged are mature, at level maturity
(4).

Finally, the function Quality and Security Assuranghows that a significant
portion of IT executives are monitoring events, ibus not measuring the performance
of IT as a whole. There are clear signs of indigidcontrol, such as monitoring and
reporting of disrupting events (such as an incidemd problems of management) to
business managers (41%), validation and periodiltiag of internal controls (50%),
requirement of SLAs (49 %) and SOW (27%) of supplie However, such control
matters are still "compartmentalized" among thetarscthat compound the function.
They are not integrated, not coexisting in a caheveay allowing for indicating the
overall performance of IT.

Assessing the maturity of existing quality processe the organizations
surveyed, according to COBIT (ITGI, 2010) maturstyale, there is evidence that the
quality and security function is located betweerele of maturity (3) and (4). In other
words, managing the quality function of IT can lb@ked between thmtermediate
andmature levels.

In general terms, as it is designed, IT managensgs to consume more time
of IT executives dealing with routine tasks thathwnnovation, which seems to be no
priority among them. The results indicate that neacutives plan innovation projects
for the future more than the present. IT executipesfer partnering leadership in
innovation than taking a proactive leadership role.
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Considering that three of the four functions eveddan this study show rates of
maturity between incipient and intermediate and/ @me function shows a higher level
of maturity, we can say that IT is managed, by thaority of IT executives in
organizations located in Brazil, much more as dutsm provider” than an innovation
tool or less yet as a competitive differentiatdr.ig, thus, dedicated only to fulfilling a
functional task in the structure of organizations.

For better clarity, we design a chart showing teeel of maturity of the
functions analyzed in this investigation. Figuretbws iconographically the specific
levels of maturity for the IT functions Alignmemilanagement, Services and Quality &
Security, summarizing the Lutchen’s gap.

Macro Factor Maturity 1 e 2 Maturity 3 Maturity 4 e 5
Align  _.__._ _

Services
Quality&Secur .

Figure 1 — Summarizing maturity in IT functions

A summary of the results shown in Figure 2 denratess that the profile of IT
management in the top 100 companies based in Btagg not have the maturity level
needed to systemically integrate the objectivea)sgand business processes. It seems
that the "operational view of IT" advocated by Lhga (2003) is detected as the
emphasis of the IT management model among therotgshorganizations.

Thus, similarly to the requirements for effectivemagement of IT mentioned
and discussed by Shpilberg et al. (2007) and Lutc{#903), in the daily life of
organizations, there is evidence that IT plays relgwperational role, that is, a service
supplier.

In the context of the results discussed so far,camnot forget to notice that,
although there are management tools and they ameg besed, the role of IT
management, a necessary link between the functidighment and Services, IT
management does not show evidence of the expecatdrity to raise the level of
maturity of the Alignment function, the most in@pt of the functions evaluated. Thus,
it is evident that the alignment remains as thenntmottleneck of the IT functions,
characterizing the Lutchen’s (2003) gap. There setenbe the IT functional gap, which
obliterates efforts to manage IT as a business.

Here, according to Lutchen, IT should have greatduence on business
processes and the overall performance of the azghon. Looking at the results of this
research, we noted that there are several ineffi@s in management, governance and
control and use of quality indicators creating teasr for IT to play its influencing role
in the overall business performance of the orgaioiza

Despite of the higher level of maturity in othendtions, results for the Services
function, if compared with the Alignment functicegain confirms the Lutchen’s (2003)
gap, considering the dichotomy between what happemise intermediate level of the
relationship of IT with business managers. It seefear, therefore, that aligning IT
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processes with business needs, delivering quadityicees under the best practices and
distributing costs over users” departments, issa mmon managerial practice in
larger organizations based in the country. Finallis conclusive, by the results of the

survey, that the IT managerial gap, appointed bychen, is detected in the

organizations surveyed.

The limitations encountered in this research deded to the fact that the survey
had been answered only by IT executives and natiadally by business executives.
This format would allow a more specific understaugdihan if problems associated with
both sides of the IT management (providers andsy$erd been considered. For future
work, therefore, it is also suggested to applyrdsearch among business executives, to
confirm if the weaknesses appointed by IT peopk samilar to the ones eventually
appointed by business people.
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