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ABSTRACT

Achieving alignment between information systems (1S) strategy and business strategy has been along running challenge for
many organizations. IS alignment has consistently been identified as essential for achieving organizational success.
However, the processes required to achieve IS alignment are often misunderstood and unclear. Theinforma networks within
the organization may provide the link to creating the relationships and processes geared at increasing communication and
planning throughout the organization that is consistently identified as essentia for achieving IS aignment. The IS Alignment
Network Structure Modd (ISANSM) is developed to study the relationships between organizational network structures and
the IS alignment process. The potential research findings may suggest that the informal network structures inherent within an
organization play a significant role in achieving 1S alignment and may more accurately reflect the dynamic interactions
required to achieve IS alignment.

Keywor ds
IS Strategy, IS Alignment, Informal and Formal Network Structures

INTRODUCTION

As business moves further into an economy where collaboration and innovation are central to organizational success, it is
essentia that management pay more attention and achieve a greater understanding of the relationships that peoplerely on to
accomplish business activities. Organizational success has often been seen to be linked to the achievement of the alignment
between IS strategy and business strategy, referred to as IS alignment throughout this research (Chan, Huff, Barclay, and
Copédand, 1997, Sabherwal and Chan, 2001). However, even though thereis an explicit desire for realizing IS aignment, the
processes for achieving such alignment are not easily or clearly understood by management (Hirschheim and Sabherwal,
2001).

Research on grategic decision making shows that executives assign greater weight to informal conversations with coll eagues,
in comparison to impersonal, formal information sources, when making strategic decisions (Brown and Eisenhardt, 1997;
Elenkov, 1997). These essential and required relationship and communication processes suggest that the familiar saying “It's
not what you know, it's who you know,” represented through the informal network, may have direct implications in
achieving the relationships required for realizing IS alignment. In thisresearch, theinformal network is defined briefly as the
various informal structures, relationships, connections, and procedures that people use to accomplish business activities.
These informal networks include the social networks, communities of practice, cross department relationships, unofficial
agreed-on processes, and flexible divisions of work that are present within the organization (Chan, 2002).

Rather than treating the relationships and collaboration that occur within the informal network as an invisible unmanagesble
force, this research attempts to identify the informa network as a visible, manageable asset for the organization. Recent
strategic decision making and IS alignment literature suggest that the informa and formal structural forms of the organization
may be a significant factor in understanding IS alignment (Armstrong and Sambamurthy, 1999; Chan, 2002; Reich and
Benbasat, 2000). This research addresses the gap within IS alignment literature that does not specifically address the
importance of the informal network in achieving IS alignment

ISALIGNMENT NETWORK STRUCTURE MODEL (ISANSM)

The IS Alignment Network Structure Model (ISANSM) provides an early framework for understanding the relationship
between forma and informa organizational structures and the IS alignment process. In conceptualizing the ISANSM, the
classical organizational structural forms. mechanistic and organic (Burns and Stalker, 1961) are applied according to their
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inherent relationships to the informal and formal network structures. It is important to note that organic and mechanistic
organizational structural forms represent ends of a continuum and are not a dichotomy. No organization is perfectly organic
or mechanistic and interactions between the two will occur naturally and by definition (Ambrose and Schminke, 2003).

Organizational Hib
Structure
. H1 Informal H3a
Organic > Network

Enowledge IS Alignment
Sharing
H2 Formal /
Mechaniztic p—- Network
H4a

H4ib

Figure 1. 1S Alignment Network Structure Modd (ISANSM)

1S Alignment

The concept of IS alignment with business strategy has been widely studied in IS literature. However, precisaly defining and
reaching a universal definition of IS alignment has been a challenge, since aignment is not a uni-dimensional phenomenon.
IS alignment has been defined as a process of achieving a fit between an organization's business strategy, information
technology (IT) strategy, business infrastructure and 1S infrastructure (Henderson and Venkatraman, 1993). Thus, strategic
alignment is not an event, but a process of continuous adaptation and change (Henderson and Venkatraman, 1993).
Additionaly IS alignment has been defined as the alignment between the strategic orientations of the business unit and IS
(Chan et. d., 1997). Following these suggestions, the dependent variable of IS alignment is defined as the fit between an
organization’s business strategy and 1S strategy, where fit is represented by the degree to which the IS mission, objectives
and plans support and are supported by the business' objectives and plans.

Organizational Structure

Organizational structure is defined as the recurrent set of relationships between organizational members, and is one of the
most commonly seen aspects of organizations (Ambrose and Schminke, 2003). Organizationa structural forms were
originated and designed to match the communications needs of the organization. Organizationa forms have gone through an
evolution where the managerial hierarchy and divisional structures are being replaced by decentralized and more flexible
approaches to coordinating activities (Daft and Lewin, 1993; Lundberg, 1994). Restructuring of organizationa has resulted
in de-layered organizations where the functional boundaries, coordination and work increasingly occur through informal
relations, rather than the traditiona hierarchica or functional formal channds (Cross, Parker, Borgatti, 2001).

Organic Srructure

Organic organizational structures are described as flexible, loose and decentraized, and tend to be dominated by
interpersona informal network structures. Organic organizations typically consist of low degrees of formalization (in terms
of specification of job duties and division of labor), open communication with significant lateral communication and few
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hierarchical distinctions (Burns and Stalker, 1961). Organic structures by definition attempt to deiberately support
managerial discretion, organizational adaptiveness, flexibility, open communications and a de-emphasis on formal rules and
procedures (Slevin and Covin, 1997). Asaresult, we expect:

H1: Organizations that are more organic in structural form will exhibit greater informal network structures.

Mechanistic Sructure

The mechanistic organizational form by definition is typically dominated by formal network structures. Such organizations
are signified by high degrees of specialization and divisions of labor, a hierarchica command structure based on legitimate
authority and or a routinization of job duties (Burns and Stalker, 1961). Power is often centralized and communications
typically follow hierarchical channels. Mechanigtic structures are typically characterized by impersona transactions and
strict adherence to formally prescribed rules and procedures (Slevin and Covin, 1997). Manageriad styles and job
descriptions are often uniform throughout the organization and formal rules and regulations dominate the decision making
process. Asaresult, we expect:

H2: Organizationsthat are more mechanistic in structural form will exhibit greater formal network structures.

Informal Networks

The informal network is often described as a “subtl€” and “hidden energy” that hides behind the organizationd chart (Wang
and Ahmed, 2003). The informal network denotes a sense of looseness and casuaness to the organizationa interactions
people engage in everyday. The informal network, sometimes referred to as the social network, represents the emergent
patterns of communication, behavior and complex webs of socia ties that exist within an organization that cannot be
officially represented on the formal organization chart. The informa network has also been defined to dencte a friendship or
familiarity of relations within an organization (Morand, 1995).

Informal networks are especially important where people routinely use personal relationships to find information to complete
business activities (Cross, Nohria, and Parker, 2002). The informal network has been shown to be essential in the success of
cutting-edge and innovative organizations (Kanter, 1983, 1989; Peters and Waterman, 1982), where informal networks are
characterized by their ability to be highly adaptive in allowing organizational members to skip formally established structures
in order to get work done.

IS Alignment and the Informal Network

Communication and relationships among business and IS executives are paramount to the IS alignment process (Armstrong
and Sambamurthy, 1999; Feeny, Edwards, and Simpson, 1992; Nelson and Cooprider, 1996; Reich and Benbasat, 2000).
The frequency of interaction and use of different forumsfor communication between CEOs and ClOs was found to positively
impact a firm's level of IS alignment (Boynton, Zmud, and Jacobs, 1994; Jarvenpaa and Ives, 1991). Richness of the
communication medium has been suggested to significantly impact the effectiveness of disseminating information related to
IS alignment. Face to face communication, a richer medium, resulted in a greater effectiveness of communications between
ClOs and CEOs (Watson, 1990). These findings suggest that the nature of interaction between top IS management and
busi ness management significantly impact the level of 1S alignment. Therefore the informal structures, which emerge rather
than being mandated are gaining greater importance within organizational decision making (Chan, 2002), and may be even
more influential in future decision making. These informal relationships are providing the bridge for knowledge exchange
between organizational functions and departmentsin support of achieving IS alignment. As aresult we hypothesize:

H3a: Greater prevalence of informal network structureswill significantly enhance the levels of | S alignment.

H3b: Organizations classified as organic organizations will exhibit significantly greater levels of | Salignment.

Formal Network

Forma networks are characterized by the organization's reliance on forma rules and procedures that guide the
communication processes throughout the organization (Morand, 1995). Formal networks are designed to efficiently handle
the standard day to day operations of the firm and represent the established and expected patterns of behavior typically
exemplified in the formd organizational hierarchical chart. The organizational members roles and relationships are clearly
defined and the members are well organized to achieve specific organizational goals. Within the IS environment, the formal
network has been defined to consist of the established IS decision-making rights, reporting relaionships, centralization of 1S
services, infrastructure, and in the deployment of IS personnel (Armstrong and Sambamurthy, 1999).
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1S Alignment and the Formal Network

The rigid bureaucracy inherent in the mechanistic and formal network structures tends to hinder information flow across
functional and hierarchical units and the excessive specialization of work processes may deter the integration of expert
knowledge across the organization (Cross et a. 2001). IS aignment may require a more flexible, fluid process to exchange
knowledge between business functions and professionals. Chan (2002) found that IS and business professionals consi sently
downplayed the value of the formal network structure in achieving IS alignment, but repeatedly described critical informa
network structures when discussing IS alignment.

The formality inherent in the formal network structures may limit the importance given to the forma network when
describing the IS alignment process. The stringent organizational hierarchies and forma networks may aso limit the ability
to share knowledge between organizational units. Limited knowledge sharing resulting through the formal network could
negatively impact the level of IS alignment. Asaresult we expect:

H4a: Greater prevalence of formal network structureswill significantly reduce the levels of IS alignment.

H4b: Organizations classified as mechanistic organizations will exhibit significantly lower levels of 1S alignment.

Knowledge Sharing asa M ediator

Knowledge sharing and transfer within an organization has been suggested as being essential to create the link between IS
strategy and business strategy (Armstrong and Sambamurthy, 1999; Nelson and Cooprider, 1996). Prior research shows that
the properties of an organization's informal network influence the level of knowledge transfer within the organization
(Borgatti and Cross, 2003; Reagans and McEvily, 2003). The socia relationships inherent in the informal network may
provide individual s opportunities and incentive to create, retain and transfer knowledge essential for achieving IS alignment.

CONCLUSION

This study highlights the importance of informal networks in positioning the firm to realize 1S alignment. Empirica
validation of the study’s model and anticipated findings may challenge IS managers to think not only in the traditional formal
structures that have traditionally dominated organizational decision making, but to additionally consider the power of the
hidden informal network in achieving IS alignment and examine ways in which such networks can be fostered and nurtured.
IS aignment is a fluid process that may benefit from the inclusion of flexible informa network structures. In closing, this
study will hopefully have increased the understanding of the linkage between 1S dignment and the informal network that is
growing in importancein today’ s de-layered business environment.
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