A marketing maturity model for
IT: Building a customer-centric IT

organization

Despite a variety of management tools, valuable management prescriptions, and the
desire of information technology (IT) managers and business managers alike to build a
better relationship, the current state of the IT-business relationship is far from ideal.
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Although many believe the difficulty in managing this relationship is rooted in
differences in knowledge, culture, motivation, and language, we argue in this paper
that the key to managing relationships is in the frame of reference and that a

marketing perspective can prove valuable. We outline how concepts from marketing
(e.g., price, product, customer, place, and promotion) are useful within an IT context
and propose a marketing maturity model for IT executives to assess how to enhance
their relationship with their business counterparts.

INTRODUCTION

Providing business value through the delivery of
information technology (IT) is the core mission of IT
organizations.1 It is generally understood that to
accomplish this mission it is critical to have an
effective IT-business relationship, yet achieving this
objective is no simple task. Two main reasons have
been offered for the hindrance of effective relation-
ships. First, the belief in the value of the IT function
(in general) and the chief information officer (CIO)
(in particular) appears to be declining,z_5 and
second, which is closely related, the dramatic cycles
of restructuring, reengineering, downsizing, out-
sourcing, backsourcing,6 and now offshorillg?’8 of
the IT function have led to a view that the IT
department is a commodity.5 Although some of
these activities were undertaken to save costs,
many—it can be argued—have been the result of a
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failure to build an effective relationship between IT
and the business. Indeed, efforts to transform IT,
such as reengineering and outsourcing, have con-
centrated on process and structure, but have not
been as successful at achieving the goal of fostering
a sound and effective relationship between IT and
the business as has been hoped for.

The importance of achieving better relationships
between IT and the business cannot be overstated.
Achieving strategic alignment with the business is
advocated as a critical step to realizing business

©Copyright 2005 by International Business Machines Corporation. Copying in
printed form for private use is permitted without payment of royalty provided
that (1) each reproduction is done without alteration and (2) the Journal
reference and IBM copyright notice are included on the first page. The title
and abstract, but no other portions, of this paper may be copied or distributed
royalty free without further permission by computer-based and other
information-service systems. Permission to republish any other portion of the
paper must be obtained from the Editor. 0018-8670/05/$5.00 © 2005 IBM

HIRSCHHEIM, SCHWARZ, AND ToDD 181



value from IT investments.” ' Yet, whereas the
concept of alignment is a powerful one, achieving
alignment has proved to be a significant managerial
challenge.u’12 IT organizations struggle through
almost perpetual cycles of restructuring and restrat-
egizing as they attempt to establish the right balance
in response to a complex set of contingencies.13
Today, the key is to be “agile.”14

Dropping down to the IT project level, we see a
similar situation. User participation and involve-
ment in project development is widely acknowl-
edged to be critical to project success. Yet,
effectively managing such involvement in a way that
leads to successful implementation has proven to be
challlenging.15 Similarly, measuring user satisfaction
is thought to be a key tool in managing IT
operations. However, translating these measure-
ments into more effective systems and organizations
has been far from easy.le’17

Many believe the difficulty in managing these
relationships is rooted in differences in knowledge,
culture, motivation, and language that exist between
IT and the business.'®"” To some extent these
barriers lead to goal abstraction whereby common
words, such as strategic alignment, have different
meanings due to a lack of shared understanding.

One way to ameliorate this problem is to provide IT
managers with a frame of reference that helps them
analyze IT issues from a business perspective, that
is, the perspective of their customers. To be sure, IT
managers do currently attempt to understand the
business perspective, but we believe that it remains
an enduring challenge and suggest that the literature
has been relatively naive in providing prescriptive
advice on how to bridge the gap. We further believe
that focusing on IT managers alone is not the
solution, for the relationship is two-sided and
includes both the leaders of the business units and
IT managers.zo Hence, the frame that we provide is
intended for both business and IT managers, to
allow for a dialog on how both sides can approach
the relationship. The audience of this paper is thus
not limited to IT and should include business
executives as they seek opportunities to further
enhance the relationship between IT and the busi-
ness units.

We believe that a marketing frame is a powerful and
simple way to provide such a perspective. This
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provides the motivation for our paper—to explore
how the relationship between IT and the business
can be strengthened through the application of a
marketing lens to the management of the IT
organization. We suggest that the marketing per-
spective will help IT management to look at the
challenges they face from the perspective of their
customers and will help business unit management
to look at opportunities to enhance their already
existing relationships. By adopting such a customer-
centric perspective—where the customer is the focus
of attention—the contribution of IT to the business
and the realization of IT business value should be
enhanced.

The remainder of the paper is organized as follows.
After first explaining the need for a marketing
perspective, we argue that this new lens can be used
by IT managers to guide the development of a
customer-centric IT management strategy. We cul-
minate our discussion of the prior approaches to
customer-centric IT management with our market-
ing maturity model, followed by a discussion of each
of the elements of this model. To illustrate the
strength of this approach, we analyze the past 40
years of IT at Texaco Corporation, demonstrating
that the marketing approach can be useful in
explaining problems with the perceptions of the IT
function. We conclude with some recommendations
for practitioners.

THE NEED FOR A MARKETING PERSPECTIVE
How can the IT-business relationship be strength-
ened? We posit that marketing, and taking a
marketing perspective on IT in particular, can help
IT managers better understand their customers
within the business and can guide the development
of a customer-centric IT management strategy. By a
marketing perspective, we mean that the IT function
views its structures, processes, and relationships as if
it were delivering a product and thus adjusts the
price, the promotion, and the place to meet the
unique needs of the customer. Evidence from the
internal marketing literature suggests that success
with internal marketing efforts translates into
greater success with customers.?’ This is the
ultimate goal of any IT investment.

To understand the need for a marketing perspective
on IT, we must first highlight the limitations of
current management approaches. Within the prac-
titioner literature, three main prescriptive tools exist
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Table 1 Current management approaches to facilitating a relationship between IT and business

Portfolio
Management

Balanced
Scorecard

Structural/
Organizational

Approach

Pro

Con

IT and the business units
discuss each project and
rank them in order of
importance

¢ Provides a tool to
discuss how IT
invests time and
money

e Facilitates dialog
between IT and the
business

Useful for what should be
discussed but not for
fostering a better
relationship

IT and the business units
discuss what is meant by
“success”

* Provides a tool to
discuss what defines
success

¢ Facilitates dialog
between IT and the
business

May lead to increased
success but does not tell
how to foster a better
relationship

IT enacts governance
changes to place IT closer
to the business units

* Provides a
prescription for
facilitating a better
relationship

* Provides opportunities
for dialog

While the structural
solution helps, it does not
provide a broad view of
how to foster a better

relationship

to guide CIOs to increase success—portfolio man-
agement, the balanced scorecard, and structural/
organizational approaches. We argue that these
approaches, although useful in their own right, are
deficient in guiding how to achieve a successful IT-
business relationship.

According to the portfolio management ap-
proach,zz_25 IT assesses four areas for each project:
the economic value of the project, the strategic
value of the project, the project risk, and the project
reward. All projects are examined on each of these
dimensions, and they are then ranked in order of
importance. This examination is based on a dialog
between the business and IT executives. The
rationale behind the portfolio management ap-
proach is to provide a common basis by which IT
and the business can discuss and prioritize the work
of IT. However, whereas the portfolio management
technique does provide a basis for the discussion to
take place, the focus is not on how IT can manage
the relationship, but rather what to talk about.

The second management approach is the balanced
scorecard, which has attracted much academic
attention.””*” The balanced scorecard directs IT to
define the key metrics (typically areas related to
finance, customers, internal processes, and learning
and growth) that define “success.” Each of these
dimensions is measured, and IT makes adjustments
to the appropriate business processes. In other
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words, the process of developing the balanced
scorecard allows IT and the business to jointly
determine what dictates success, which, in turn,
should increase the likelihood of the perception of
success. While the balanced scorecard allows IT and
the business units to jointly determine what success
looks like, we believe this is only part of what IT
needs to do.

The third management approach is structural/
organizational, which consists of a series of recom-
mendations on how to create a better working
relationship. These suggestions range from ensuring
the CIO has a place on the board to the creation of
account executive positions within the business
units. Whereas these structural changes provide the
impetus for achieving a successful relationship, once
these governance arrangements are in place, little
advice is offered about how to leverage the
structures to actually achieve a better relationship
(apart from “relationship management” skills).

We have summarized these three approaches in
Table 1.

With the limitations of the three major management
approaches in mind, we contend that a marketing
perspective focuses attention on “determining the
needs and wants of the target customers and then
delivering satisfaction more effectively and effi-
ciently than competitors.” This has a number of
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effects on an IT organization. First, such a perspec-
tive can help understand and manage customer
expectations, ensuring these expectations are real-
istic with regard to what IT can truly deliver at a
certain cost.”® Second, it can change the focus of the
IT organization from delivering finished products to
providing ongoing services. This involves the
transfer of the IT function to a service organization
with a customer focus.”” Third, it forces IT to
embrace the concept of becoming, through compe-
tition with the external market, the preferred
supplier of service to the business units. In order for
IT to become the preferred provider, it must afford
high quality service.”® Fourth, given the wealth of
shared service organizations (e.g., human resourc-
es, marketing, etc.), the internal IT function will be
one of many options open to the business units; as
IT struggles with the proliferation of outsourcing
options, IT is constantly being benchmarked by the
business units.”" And fifth, with IT services in-
creasingly facing the “real” customer of the orga-
nization, the need for a positive experience on the
part of the customer becomes critical.”®* In many
cases, IT has become responsible for the way in
which customers interact with the organization, that
is, through Web pages and electronic data inter-
change. Taken together, these motivations suggest
that there is considerable value in thinking about IT
from a marketing perspective. To do this effectively
it is important to understand that customers have a
variety of IT needs and that these needs will drive
the IT-business relationship.

To understand how a marketing perspective may be
used by IT managers, we drew on our combined
experience of studying IT managers and, more
generally, the IT function. In particular, our inter-
pretation is based on formal and informal interviews
of hundreds of IT managers on three continents over
a 20-year period. These culminated in a variety of
publications,10’34745 and we further suggest that our
interpretation is consistent with other researchers
who have studied IT management practices.M’%_52

In order to establish how a marketing perspective
(Iens) can help the relationship between IT and the
business units, we defined the marketing lens as the
IT function viewing its structures, processes, and
relationships as if it was delivering a product and
then adjusting the price, promotion, and place to
meet the unique needs of the customer. The basic
elements of the marketing lens—price, promotion,
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place, and customer—are derived from the classic
“marketing mix” concept in marketing.

Beyond this marketing mix, it is our thesis that IT
organizations evolve through three stages of ma-
turity, which we refer to as “competency,” “credi-
bility,” and “commitment” and which we discuss
later. Within each of these stages are different views
of product, price, promotion, place, and customers,
as well as alternative views of what constitutes
“success.” At each stage the IT function employs
unique strategies, and these strategies impact the
elements of the marketing mix and the view of
success. In Figure 1, we depict the maturity process
and the relationship between the stages, involving
their attributes and strategies used, in the form of a
marketing maturity model. In the figure, we present
the three stages of marketing maturity—compe-
tency, credibility, and commitment. Within each of
the stages are differential aspects of the marketing
maturity mix and different definitions of success.
Finally, by adhering to a strategy that we discuss
later, the IT firm progresses through the stages of the
maturity model.

The proposed marketing maturity model is descrip-
tive in nature, reflecting how we believe the IT
function evolves. We are not suggesting that the
hierarchy is automatic, but that IT and business
management must work together to achieve the
level desired for the organization. To explain the
model, we now turn to a deeper discussion of the
three elements: (1) the marketing mix, (2) the
definition of success, and (3) the evolutionary
stages.

ESTABLISHING A MARKETING MIX

We suggest that a marketing strategy be created by
IT management around the elements of the mar-
keting mix.” Such a strategy must first involve the
identification of IT customers, a task that is not as
simple as it might seem. After the customers have
been specifically identified and their needs under-
stood, the marketing strategy consists of a combi-
nation of the classic 4 Ps:

e Product refers to the characteristics of the product
or service and its relationship to the customer’s
needs.

* Price refers to the pricing strategy for determining
how much is charged for a particular product or
service. Even if an internally provided IT service is
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Marketing maturity model

not charged for, this still constitutes a pricing
strategy. Pricing strategies should reflect the total
cost to the consumer as well as the value received.

e Distribution (or place) addresses options and
alternatives for how and where the service or
product is delivered and the resulting convenience
(or inconvenience) to the customer.

* Promotion includes personal selling, communica-
tion, public relations, and other strategies used to
build customer commitment.

Adapting these elements to an IT context yields the
following correspondences:

e Product corresponds to the IT services that
represent the customer’s informational and op-
erational wants and needs.

® Price is the cost incurred by the customer in order
to obtain IT products and services.

e Distribution represents convenience of access to
information and IT services.

* Promotion corresponds to the means of commu-
nicating with the user community and the way IT
services are sold.

The creation of a marketing strategy around these

elements requires decisions to be made by IT
management. In execution, managing these four
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marketing issues requires trade-offs to be made
between such factors as price and type of product
(service) or price versus the distribution or access to
information services. It is the job of the promotional
effort to resolve these conflicts and convince the
customer that the proper mix has been achieved. In
a typical organization, it is common for promotion
or communication strategies to be the only aspect of
IT management that might be addressed through a
marketing lens. Other factors are usually only
considered, if at all, as matters of operations and
control.

Who are the customers?

Customers of the IT organization come in all shapes
and sizes, often holding different (and competing)
values. A first important distinction is between
customers who are external to the business and
those internal customers for whom IT provides
support and services. Internal customers have
typically bought and paid for the system. External
customers use the system to make purchases or
otherwise do business with the organization. With
the extension of systems beyond the bounds of the
organization to directly touch external customers, a
marketing-related perspective on IT management
becomes even more valuable. We note however,
that the commitment of internal customers has been
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observed to be critical to the success of marketing
efforts with external end customers.”’ Hence, the
remainder of our focus is on marketing to internal
customers of the IT organization.

Based upon the consumption of IT services, we
suggest that there are three classes of customers
with whom IT interacts: transactional customers,
relationship customers, and IT influencers. These
customer classes differ in the services that they
consume, in their needs and wants, and in their
sales tactics. We now review each of these customer

types.

Transactional customers typically purchase and
consume individual services and have transactional
interactions with IT. These are most closely related
to retail customers in consumer marketing. A typical
example would be the desktop user. Such customers
typically focus on the value they derive from each
individual service encounter and will likely be most
focused on assessing IT competency. Thus, reli-
ability and tangibility become the key drivers of
value assessment. Although they may focus on
price, this factor may be transparent in many
organizations. In fact, one of the challenges for the
IT organization is sensitizing this type of customer
to the price associated with the services he or she
uses. This is important both for the purpose of
effective rationing of resources and for judging the
relative value of the service received. Thus IT
organizations that service these customers may
want to think about how to communicate pricing
information to them in a clear, concise, and under-
standable fashion—something that often has not
been effectively done in the past.

Relationship customers use and pay for multiple
services and typically have a longer term relation-
ship with IT. Such customers are looking for more
than support from the IT group and will be more
focused on business value than the transactional
customer. Whereas reliability in service delivery
remains important, responsiveness will likely be a
more critical attribute driving perceptions of overall
quality. From a marketing-mix point of view,
relationship customers are more likely to be value
sensitive than purely price sensitive. Clearly defin-
ing business value for the relationship customer and
appropriately matching charges to service delivery
are important. The product focus of relationship
customers must take into account both their need
for ongoing operational support as well as the
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delivery of new products and services with demon-
strable business value.

Finally, the IT influencer is typically a business-side
senior executive, external to the IT organization,
who can help develop visions, marshal resources,
influence decisions, and is critical for the success of
any project. These individuals may have significant
impact on decisions related to infrastructure invest-
ments as well as individual projects. An influencer
may not only sway a decision to proceed with an IT
initiative but also can be critical to the organiza-
tion’s perception of success. IT might be positively
viewed by the vast majority of business users, but a
single key IT influencer who is not satisfied can
affect senior management’s belief about IT value.
Although marketing to the IT influencer requires
competency and credibility, it is more about gaining
commitment. Empathy with the IT organization
becomes a key determinant of support. Assurance
that IT can deliver will be core to the commitment of
the influencer, who more often than not, may be
expending political capital to advance (or inhibit)
the cause of the organization.

Customer groups differ in their requirements, and
consequently, the marketing approach that most
directly affects their perceptions of IT service
delivery varies. In making this segmentation, we are
not suggesting that the grouping of customers be
done on a functional unit basis, but rather, by
clearly identifying the individual players within the
unit, noting that an individual may play different
roles in different situations. We highlight in Table 2
the key wants and needs for each customer group.

To illustrate how such a concept applies in practice,
consider a Fortune 100 oil and gas company that
differentiates among the customers served by IT.
The IT executive creates a corporate-wide IT
accountability matrix and defines four levels of
accountability for each of the customer types
(person or group):

1. Accountability—Accountable for achieving the
results but not necessarily in charge of doing the
work.

2. Responsibility—Shares responsibility for obtain-
ing the results and accountable for a portion of
the results.

3. Consultative—Advises and provides input and
validation (has to be consulted before decision
making).
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Table 2 Wants and needs of different IT customers

How to sell to the
customer

Expectations

How to make the
customer happy

What the
customer values

understandability

Be responsive to needs

Systems that are easy to
use

Good quality products
and services

System and service
reliability

Dimensions Transactional Customer Relational Customer Influencer
Consumption Uses and pays for Uses and pays for Uses multiple services;
pattern individual services multiple services pays for none directly
Nature of Transactional Long term interaction Helps to develop
relationship interaction with multiple points of visions, marshal

contact resources, and influence
decisions
Needs Access to training 1. Convenient /no Made to feel special
hassle
implementations
2. Stated benefits
realized
3. Help in determining
current and future
needs
Wants Clarity and Clear link with their Build a foundation

expectations

Complete each project
on time

Projects completed
within budget

High quality products
and services

System and service
reliability

for the future

Match the projects to
their vision of the
future

Creative solutions

Results that make them
look good

Knowing how the
system is going to work

What to sell to the Panache/Image
customer
Maturity level Competency

focus

Confidence that IT can
deliver

Concrete value (ROI)

Credibility Commitment

4. Informatory—Receives information on the
results.

Every stakeholder in IT-related decisions is assigned
one of the four levels of accountability. Thus, when
decisions need to be made, every stakeholder is at
least informed of the decision. This arrangement
provides a tangible example of how to identify the
customer and how to manage each type of customer.
This is consistent with our marketing lens approach
in which customers are categorized and serviced
according to their differentiated needs and wants.

What is the product?
The IT product consists of the services and solutions
that reflect the customer’s informational and opera-
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tional wants and needs. More recently a distinction
has been made between IT infrastructure and
applications, each of which requires different
management approaches. Additionally, the advent
of enterprise software has significantly blurred the
line between application and infrastructure and has
complicated the division of activities between
internal and external providers of IT for organiza-
tions. These perspectives on product are technology-
centric, putting technology at the core of IT thinking.
The danger of such an approach is that the
technology becomes an end in itself.

Taking this into account, we believe it is useful from

a marketing perspective to divide IT products
broadly into services and solutions. Services deal
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Table 3 Characteristics of services compared with solutions

Service Solution
Tangibility System complexity largely System complexity built through
transparent to the user consultation with user
Reliability Continuous availability Provided by offering direction
Responsiveness 100% responsiveness Provided by leadership
Assurance Established through service- Established by the fulfillment of
level agreements promises
Empathy Delivered by credibility Delivered by demonstrating the
strategic business value

with infrastructure, support, and ongoing mainte-
nance activities. From a service perspective, the
customer regards IT as a utility that should be
continually available and 100 percent reliable.
Services should be delivered in such a way as to
make system complexity largely transparent to the
user. Thus, the emphasis in service offerings is in
establishing and maintaining credibility. Solutions,
on the other hand, are concerned with the devel-
opment of new IT applications that are acquired or
built with the intention of providing strategic busi-
ness opportunities. To effectively deliver solutions,
IT must provide leadership and direction, helping to
demonstrate the strategic value of the project. Here
the IT organization is trying to fulfill promises tied to
credibility and commitment.

Nonetheless, the marketing of the IT product is
different from the marketing of other products.
Whereas services tend to be easier to evaluate and
price (and hence benchmark), solutions tend to be
largely intangible and are difficult to evaluate and
price, often prompting the seller to sell promises.
Services and solutions are perishable; they cannot
be inventoried; yet there needs to be enough to meet
peak demand (whenever it may arise), and unused
capacity is gone forever. Services tend to be more
easily outsourced, whereas solutions are less ame-
nable to outsourcing.

Service and solution providers are often critical to
the success of a business function, and hence there
is a need for strong cooperation between provider
and customer. This collaboration entails a high
degree of ongoing customer contact, which requires
an ability to communicate effectively. Trust has to
be built up over time and often only emerges after a
series of successful joint endeavors. A successful IT
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organization provides a high quality product with
the following characteristics:

1. Tangibility—A strong physical appearance of the
service provider in the service environment

2. Reliability—Consistency and dependability of
service delivery

3. Responsiveness—Willingness and readiness to
render services even in exceptional and un-
planned situations

4. Assurance—Ability to convey trust and confi-
dence that the service will be provided when and
where needed

5. Empathy—The desire and capability to offer
caring and individual attention, as well as the
associated image of a caring provider of
services™

From a marketing-mix perspective, the product that
the IT function is “selling” can be categorized as
either a service or a solution. The IT function must
first determine what is being sold and then align the
product with the appropriate product type. Table 3
summarizes the characteristics of the two product

types.

To achieve these five results, a marketing strategy
must be created that

e involves customer research and includes listening
to IT employees and thus leads to an under-
standing of the needs of the customer,

e specifies service expectations through codified
performance levels and commits management to
achieve these expectations,

e educates the IT employees about the “soft skills”
of customer relationship management and cus-
tomer types, and
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* manages expectations through effective customer
relationships and employee communication
networks.

We believe the service and solutions perspective, in
contrast to the more common infrastructure-appli-
cation dichotomy, is important because it helps to
maintain an emphasis on process and outcome
rather than technology. This is important to building
a customer-centric IT organization that is focused on
the delivery of business value rather than just the
delivery of sound technology. This is not to say that
the former does not require the latter, but rather that
it is important to ensure that the technology does not
become an end in itself. By looking at the product
from a marketing perspective, this common trap in
IT management may be avoided.

What is the price?

Pricing of IT products to the customer is a sensitive
issue with no single best approach. Price can be a
particularly important determinant when deciding to
try a new product or acquire a product through a
new channel. Thus, price is likely to be an important
driver of adoption of new IT within organizations. In
reviewing the various approaches to pricing, we see
three broad types of pricing models.

Pricing approach #1: Cost-based models

Such models are nominally designed to make users
responsible for their consumption of IT resources
although their actual effects are often more compli-
cated.”” A variety of approaches can be used.
Whereas some IT organizations allocate their entire
budgeted costs to user departments, others separate
out infrastructure costs from project and other direct
costs. The direct costs are charged to users with a
percentage loaded on for infrastructure costs. When
direct costs are charged separately, issues arise as to
billable time utilization, labor rates, and managing
personnel versus contractor staffing levels. If the
goal is to influence consumer behavior and make
individuals in an organization more accountable for
the consumption of IT resources, it makes sense
from a business point of view to charge back the
costs consumers are in a position to manage and
control. In other words, it does not make sense to
charge back for services that the business unit has
little or no ability to manage or to impact the price.
(For more information on charge-back effectiveness,
see References 55 and 56).
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The challenge of the charge-back perspective is its
focus on cost allocation rather than pricing. Most
charge-back schemes distribute or allocate costs
incurred by the IT organization based on usage or
some other consumption metric. The charges do not
reflect value received and, like the IT product focus,
tend to place the emphasis on the cost of the
technology. Problems result to the extent that these
costs are largely fixed and outside the control of the
customer being charged. We have found that charges
for infrastructure costs that cannot be managed or
controlled by the customer raise questions regarding
the provider’s credibility and competence. To over-
come some of the problems associated with cost-
based models we turn to pricing approach #2.

Pricing approach #2: Price-based models

By switching the mind-set from cost to price, the
value proposition and view of the customer should
come into better perspective. For a pricing system to
positively influence behavior, it must be clear,
understandable, and within the control of the
customer. Further, it must include incentives de-
signed to encourage behaviors that benefit the
organization as a whole.

Considering the product as solutions, the value of a
solution must be determined by the business unit
adopting that solution. The business unit must be
responsible for weighing the benefits against the
costs regardless of where those costs are charged. The
influencer (champion) can be vital to the success of
this effort. The value of the solution is the difference
between the cost of a project and the cost of doing
nothing, because opportunity costs clearly need to be
factored into the value equation. An IT executive of
an oil and gas company we spoke with commented,
“You can either have this system developed for a cost
of $10 million, or you can take the money and drill
another oil well. It’s your choice.” But it was the
business unit rather than IT that made the choice.
Additionally, it is important to recognize that
encouraging R&D and innovation may require that
the R&D component of the cost not be charged to
customers. Thus, the nature of the organization and
the degree to which it supports innovation in IT must
be factored into the pricing strategy.

Pricing approach #3: Pricing with incentives and
outcome metrics

An emerging trend in the pricing of IT is to look to
market mechanisms to assist in the pricing of IT. For
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instance, outsourcing arrangements and enterprise
software package implementation are both ways of
obtaining an external market price for IT services

m By adopting a marketing
perspective, IT

management can enhance the
business value of IT. m

and solutions. Such market tests can be particularly
valuable to organizations in assessing their actual
return on IT. The challenge of this approach is to
reconcile price comparisons for complex product
and service offerings. Internal analysis with detailed
information on operations provides an organization
a keen advantage in costing its IT service. Of course,
pricing is provided by a vendor who may have a
goal of obscuring prices and making direct compar-
ison difficult. Thus, whereas market tests are useful
and important in comparing IT services, it is critical
to ensure that the comparison is equitable. One of
the most sensible ways to approach this is to define
performance in terms of outcome measures, making
sure the measures are both meaningful and intelli-
gible to the customers. The challenge of creating
pricing in a meaningful way is exemplified in the
following comment by an IT manager:

That’s been a big hurdle because if we try to
charge the business units for that then they say
... I don’t need this to run my business. ... Then
it becomes a non-valuating argument debate. So
we say if we are going to mandate something to
you we will pay for it ... About 30 percent, for
example, of our wide area network costs around
the globe are paid for corporately, so that we can
push things out. We can do things that we need
to do corporately, and we don’t get into a hassle
with the business units about well that’s not in
my profit objective and all of that.

The issue of pricing again demonstrates that IT and
the business unit must engage in a dialog to ensure
that there is a relationship between IT deliverables
and expenses incurred.

How are products distributed?

How to organize the IT function to optimally deliver
services to the organization has been one of the
most enduring debates in the IT management
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literature. From our experience, we have found that
IT departments distribute their products in one of
three methods: static, integrated, and dynamic.
These correspond to using a static distribution that
is not integrated across the enterprise, using an
integrated delivery that is slow to adapt in the face
of alternative arrangements, and using a dynamic
delivery system that is able to adapt to changing
business conditions by using alliance and partner-
ship arrangements.

Distribution approach #1: Static delivery

In this approach, IT uses a centralized distribution of
products. Although the product is distributed from a
central point, the distribution is not customized to
the individual business units. The benefits of this
approach are economies of scale, improved stan-
dardization, and better integration. They come at
the cost of a lack of business ownership and control
that leads to unresponsiveness to local needs. These
limitations typically cause IT organizations to opt
for distribution approach #2.

Distribution approach #2: Integrated delivery

In this approach, IT uses a decentralized distribution
of products. Although the intent is to offer control to
individual business units, the perceived benefits of a
decentralized structure are often offset by the
narrower designs for IT solutions that may not
integrate well across the enterprise. IT organizations
using this approach tend to be slow to adapt in the
face of changing conditions, a limitation overcome
by approach #3.

Distribution approach #3: Dynamic delivery system
In this approach, by using a variety of means to
distribute its services, including alliance and part-
nership arrangements, IT can adapt to changing
business conditions. Intranets, for example, enable
distribution of IT services and are proving to be a
most important technology for businesses. A num-
ber of emerging technologies are also changing the
nature of support. For example, help desks and
technical expertise can now be made available
economically on a global basis without labor-
intensive duplication of services. Application service
providers offer organizations additional choices for
the distribution of IT services, which have the
potential to change the economics of IT delivery.

New alliances and partnership arrangements are
also emerging as means for the distribution of IT
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services. One approach that we have seen is for
organizations to partner with vendors (Electronic
Data Systems Corporation terms this “co-sourcing”)
so that instead of staffing all skills in all locations,
the IT group can use outsourced skills to supplement
local expertise where and when needed.

A marketing view of distribution suggests that
economic drivers guide distribution structures and
that organizational structures which facilitate
unique forms of distribution can provide a basis for
competitive advantage to organizations. What'’s
more, technologies such as the Internet can dra-
matically transform distribution approaches and can
change the economics of product delivery. Further,
new distribution channels are often found to “shake
up” marketing models and strategies. The challenge
for IT organizations is to learn how to harness IT to
deliver high levels of service in much the same way
that organizations such as Dell Inc. have learned to
deliver direct support to customers.

How should IT be promoted?

Although IT organizations seem to recognize the
importance of promotion in marketing their prod-
ucts and services, they are perhaps not quite
successful at it in terms of actual delivery. Promo-
tion focuses on all forms of communication other
than advertising that call attention to marketed
products and services. We have found that IT
organizations approach promotions through one of
three methods.

Promotion approach #1: Narrow focus, non-
targeted means

In this approach, the message from IT is on service,
support, and infrastructure. Messages are not
customized to user groups or a specific customer,
but are broadly distributed to all users.

Promotion approach #2: User targeting

Approach #2 is to consider the messages to be
communicated, the customers to be targeted, and
the best channels by which to deliver the messages.
Given the existence of different customer types, it is
reasonable to differentiate among the messages
needed to reach those customers. The marketing
perspective on promotion keeps us attuned to
different types of customers and enables us to tailor
our messages to them. Transactional and relation-
ship customers, for example, are likely to be
interested in different aspects of IT; relational
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customers are focused on return on investment
(ROI), whereas transactional customers look for low
and clearly defined costs. Our services and solutions

m [T organizations evolve over
time through three levels of
ascending marketing

maturity: competency,
credibility, and commitment. m

dichotomy suggests that there are multiple messages
which need to be conveyed. At the very least it is
important to consider one set of messages that
focuses on transactions around service, support, and
infrastructure and another set that emphasizes
solutions and may have a stronger business value
component.

Promotion approach #3: Governance structures to
identify influencers

Good IT managers understand that promoting IT
and its services should be done through multiple
channels, starting at the top through a relationship
with the CIO/CEO (chief information officer/chief
executive officer). Steering committees are also a
good forum for obtaining supporters and cementing
the necessary relationships. For example, one
company we visited uses a “guidance review team”
made up of project team leaders and influencers, an
approach that can also serve as a way to get IT’s
message out to the rest of the organization. These
individuals could also be regarded as high-level
customer service representatives in that they are in
the front line, acting as the interface between the IT
department and the business unit. Effective use of
the guidance review team includes using it as an
ongoing “sounding board” or “listening post” to
develop new directions and to better understand
IT’s relationship with the rest of the organization.

Building on this concept, establishing customer
relationship managers (CRM) who manage the
individual business-unit account and act as the
intermediary between IT and the business unit has
become more popular. The CRM ensures that the
business unit is satisfied with its IT service,
rectifying any problems that arise, and helping plan
the slate of solutions and services needed in the
future.
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In our experiences, the role of the CRM has changed
over the years. Nonetheless, the enduring nature of
the position suggests that there is merit for its
inclusion within a corporate IT governance ar-
rangement. An IT executive at a Fortune 500
company verified in a conversation with us that
coordinators acting as account executives for IT can
help identify potential IT opportunities for the
business units, highlighting how the CRM (or
account executive) role can aid in the interface
between the IT function and the business units.

Success

With all of the elements in place, the final step is to
ascertain if the approach is “successful.” Whereas IT
research has attempted to focus on measuring the
economic benefits of IT,S7_60 “many organizations
have progressed from elementary cost-benefit anal-
ysis, akin to bookkeeping, toward a more entrepre-
neurial approach, which seeks to deliver firm
benefits while considering intangible aspects and
elements of risk and uncertainty.”61 The progression
means that IT organizations are now utilizing a
multifaceted success metric that is not limited to just
financial benefits of IT, but also measures how IT is
perceived. An example of a multidimensional
approach is the previously mentioned balanced
scorecard, which has attracted considerable
attention.”**’

We suggest that assuming a marketing perspective is
focusing on relationships between the IT organiza-
tion and its customers. In taking this position, the
promotion of the IT organization is akin to devel-
oping a brand. Thus, the same metrics that are used
to gauge the success of a corporate brand are also
crucial to the IT function. In addition to the
commonly studied metrics of satisfaction, an IT
organization adopting a marketing perspective can
also employ metrics such as brand loyalty (the
degree to which customers are loyal to the internal
IT brand versus looking externally for a solution)
and brand imagery (the words and phrases that the
internal customers use to describe the IT organiza-
tion versus other vendors).

One question that the IT organization should ask
itself is—what is the perception of doing work
internally versus sending it out to an external
provider? If the IT organization places barriers in the
way of the internal customers to benchmark or find
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external solutions, then there is an implicit argu-
ment for a lack of success.

Adopting a marketing perspective means viewing
the internal IT organization as a brand that is
competing in the marketplace. The IT function thus
must be competitive and benchmark against com-
petitors (e.g., outsourcing vendors) and others,
outside of their direct competition (e.g., other IT
groups in the same industry).

A “show and tell” element comes with benchmark-
ing, approaching a multifaceted balanced scorecard,
competing against others external to the organiza-
tion, and viewing the IT organization as being
successful when it has an influence upon the
organization through its relationships with the
business units. Beyond metrics, we have found that
IT organizations which assume this position find
unintended consequences. For example an execu-
tive from a major oil company, discussing his view
of success, related that collaboration and agreement
on benchmarking and metrics yielded a mechanism
that served as a basis for productive discussions of
issues instead of finger-pointing.

We have seen that IT organizations that are
currently using the balanced scorecard can easily
expand current metrics to include measures of brand
loyalty and imagery. For example, qualitative
descriptions of words and phrases associated with
the IT function can be used to determine if IT is
viewed as reliable and trustworthy or unreliable and
unresponsive. This information can lead IT to assess
an appropriate response with an IT promotion
strategy.

One example of a successful promotion strategy that
we have seen was the creation of wall-size charts
that summarize the balanced scorecard assessments
from each particular quarter. The IT function
created these boards and displayed them at several
points throughout the company, highlighting the
successes and failures of IT in the areas of finance,
employees, customers, and external benchmarks. By
doing this, IT was seeking to influence the percep-
tions of others in the organization and brand the IT
function as responsive, fiscally responsible, with
satisfied employees and customers, and doing better
than competitors.

ASSESSING IT MARKETING MATURITY
Based on our experiences with numerous IT
organizations, we believe that IT departments
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evolve over time through three levels of marketing
maturity—from competency to credibility to com-
mitment. The hierarchy involves three levels of
customer perception, each succeeding level requir-
ing the successful fulfilling of the previous level (see
Figure 2).

The lowest level of maturity, level 1, involves
establishing competency in providing basic systems
and services. In order for people to feel that the IT
organization is competent, it must have a proven
track record in the delivery of IT services, with 24/7
dependability.

After achieving competency IT can move on to the
second level, establishing credibility. This refers to
the ability of the IT organization to deliver the right
systems to the right people, on time and within
budget, in such a way as to satisfy a specific
business need. Such systems would have to suc-
cessfully meet business objectives as perceived by
the customer. In fulfilling this function IT is viewed
as a consultant that can help achieve business goals
and objectives.

The highest level, level 3, relates to commitment. At
this level IT serves as a strategic partner in the
business, capable of solving strategic business
problems. IT becomes a true business partner and is
recognized as such by the executive management of
the firm.

The value of the maturity model is that it allows IT
managers to focus on the management objectives
and tactics that are associated with each level of
need. As maturity is assessed, IT management can
create effective governance structures to encourage
commitment to relationships. However, beyond
structures, our research has found that the IT
organization at each stage has different elements of
the marketing mix, metrics of success, and strategies
that are important for an IT executive to understand.
We define governance as “IT-related structures or
architectures (and associated authority patterns)
implemented to successfully accomplish activities in
response to an enterprise’s environmental and
strategic irnperatives.”ém’62

In Table 4, we relate IT maturity with the elements
of the marketing mix to create a marketing maturity
model for the IT organization. In creating this
maturity model, we suggest that IT organizations
exist in one level, during which time they exhibit all
of the characteristics for the given stage. As the IT
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Commitment that
IT is a strategic partner in
the business that can solve
strategic problems

Level 3

Level 2 Credibility in delivering systems that

meet business objectives

Level 1 Competency in providing basic reliability of systems

Figure 2
Maturity levels of IT function

function matures, it enters a transition point
between levels, during which time the organization
exhibits characteristics of both levels. Nonetheless,
an IT organization seeking to use the marketing
maturity model should attempt to understand its
mind-set in each of the areas. Although we have
found that no IT organization has all of the
characteristics of a particular level, most organiza-
tions can characterize themselves using an arche-
type of the characteristics described. Thus, the
maturity model is helpful in diagnosing where the IT
organization currently exists and where it could
move in the future.

As we have described, our motivation in proposing
the IT marketing maturity model is to provide a way
to ameliorate the problem by providing IT managers
with a frame of reference that helps them analyze IT
issues from a business perspective. In this case, we
are relying on a marketing frame as a way of
exploring how the relationship between IT and the
business can be strengthened through the applica-
tion of a marketing lens to the management of the IT
organization.

To better understand how the marketing maturity
model can be used in practice, we offer a brief,
summarized history of Texaco’s corporate IT func-
tion (this occurred before the announcement of the
merging of Texaco and Chevron). Today, Texaco’s
and Chevron’s IT units have been merged into one
to support the combined company called Chevron-
Texaco; for a full version of the history, see
Reference 43 and Reference 45. This history was
completed by interviewing approximately 50 current
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Table 4 The IT marketing maturity model in practice

Level 1: Level 2: Level 3:
Competency Credibility Commitment
Elements View of View all as Segment Appreciate the differences
of the customers transactional transactional and among customer types
Marketing relational customers
Mix
Product Tangibility and Need for Empathy in dealing
focus reliability responsiveness and with emerging
focus on assured business needs
delivery of services
Price mind-set Cost Price Price with incentives
and outcome metrics
Distribution Static distribution Integrated delivery, Dynamic delivery
of product that is not integrated but slow to adapt in system that is able to
across the enterprise the face of adapt to changing
alternative business conditions
arrangements by using alliance and
partnership
arrangements
Promotion Focus on service, Increasing the Creating governance
support, and absorptive capacity structures that allow
infrastructure of the firm by the firm to locate
through broad, non- targeting specific specific influencers
targeted means segments of the user in the organization
population
Success Metric Cost/Benefit Multifaceted, including Multifaceted, including
the impact of the IT function perceptions of IT, brand
on the organization imagery, and relationships
and end user satisfaction
Strategy Objective Establish Build credibility Develop partnerships
competence
Philosophical Discipline and control Play well with others Enhance business value
approach
Role of IT Service provider Consultant Business partner
Pitfall to Over-promising Trying to drive business Automating rather than
achieving rethinking
results
Suggested Less than 1 year 1-2 years 2-5 years
time frame

and past IT and business executives within Texaco
over an 11-year period, which allows us to provide a
broad history of the key events during the past 40
years. In our story of Texaco, we focus on how the
CIO’s role, IT function, and top management
perceptions of IT evolved over four decades. It is an
interesting and insightful story.

In Figure 3 the history of Texaco’s IT function is
summarized. On the lefthand side are the key events
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with the dates indicating the time of the occurrence.
On the righthand side is our interpretation of the
events, using the lens of the IT marketing maturity
model.

In analyzing the history of the IT function at Texaco,
we found that Texaco was a level-1 IT organization
from 1955 to 1978. The focus during these years was
on explaining technologies, thus there was a focus
on service, support, and infrastructure through
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1955
1957
First mainframe installed 4
1960
Mid 1960s
Teams with IBM to be user of IMS -
1965

Late 1960s
Computer Services Dept (CSD) formed =/
1970
1975
1979

CSD renamed to Computer and
Information Services Department (CISD)
to show the focus on information

Early 1980s
IT justifies expenditures by referring to
external reports - demonstrates low cost,
but image of IT struggles

1980

Mid 1980s
Texaco acquires Getty, causing user base
to explode. Costs and complexity rise,
and IT resources are still hard to acquire.

-/ 1985

1987

CISD renamed IT Department 2

1990

Early 1990s
IT personnel take on role of consultants;
costs drop as business units take on
decisions for applications and hardware

_/

1995

1997
IT department renamed Global
Information Services (GIS); role of CIO
created with line to top management

2000

2001

Texaco merged with Chevron v

Present

Figure 3
Texaco's IT history

1959
Applied computer technology to

process and plant control

1965
\rl Inexorably commited to computer use

1967
Top management forms study team

to review corporate computing

]

Mid 1970s .
More technical complexity/use of

third-generation programming

)l

1970s/1980s
Major core applications implemented; top
management emphasizes cost control

M

Early1980s
harge-back systems created to charge

for services; value of IT questioned

]

Mid 1980s
CISD attempts to leverage
fourth-generation programming tools and
put users in charge of development

\‘_

Mid 1980s
Texaco loses lawsuit to Pennzoil; new
CEO pushes corporate-wide cost cutting

]

Late 1980s/Early 1990s
Hybrid-matrix governance pushes
IT personnel into business units

]

Mid 1990s
IT radically downsized and loses power;
N\~ multiple standards emerge as no one
unit dictates acceptable platform

Late 1990s
Mixed role of IT; some business units
N\~ have outsourced to third party while
others use in-house GIS

Level-1 IT Organization
[1955-1978]

Primary role of IT was
educator/communicator
between other executives
and IT personnel. IT strategic
plans, monthly meetings,
and seminars were used to
explain technologies and
their possible business uses
to senior management. At
first, technologies were
relatively few and mostly
from one vendor, IBM.
Complexity led to the use of
multiple vendors, but
computers were used only
to solve high-volume but
relatively trivial business
problems, such as printing
paychecks or producing
invoices.

Transition Period
[1978-1987]

Need for information
recognized in corporate
strategy, but role of IT
struggles under charge-back
system—departments argue
IT offers no value for the
cost. Despite attempts to
push development to the
end users, pressures to cut
costs force Texaco IT to
rethink its role in the
organization.

Level-2 IT Organization
[1987 to Mid 1990's]

IT is pushed into the
business units and takes on
the role of consultant. The
focus shifts from cost to
price, and each of the
business units is treated as a
separate customer.

Transition Period
[Mid 1990's to Present]

IT struggles to create an
integrated delivery system
and starts to lose influence
as the focus on price has
not changed into a broader
view. IT can only change to
a level-3 organization by
focusing on partnerships
and changing the marketing
mix dynamics.
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broad, nontargeted means (promotion). The IT
function did not segment its customers (all viewed
as transactional customers), and the focus was on
simple and standardized business problems—thus
there was a need for reliable and tangible products.
During these years, the IT department attempted to
demonstrate competence by holding monthly meet-
ings and seminars to explain available technologies
and their business uses to senior management. Its
strategic objective was to become a service provider,
which would lead to opportunities for better
integration with the business.

As corporate Texaco made a strategic decision to
focus more on satisfying the need for information,
the IT function entered a transition period, which
lasted from 1978 to 1987. During this time, the IT
department struggled with the level-1 focus on cost,
as the business units thought that there was
insufficient value for the IT charges incurred. Yet, at
the end of the transition, the IT executives made a
decision that allowed IT to move from level 1 to
level 2, namely, to shift the focus from computing to
information (as demonstrated in renaming the
organization Computer and Information Services
Department instead of Computer Services Depart-
ment) and to place IT personnel within the business
units. The result was a change from the role of IT as
a service provider to that of a consultant.

As a level-2 IT organization, which lasted from 1987
to the mid 1990s, IT changed its focus from cost to
price. By being close to the business units, IT could
segment its customers and focus on specific busi-

ness units and the absorptive capacity of the firm.

Although IT managed to gradually build credibility,
it struggled to create an integrated delivery system.

When Texaco merged with Chevron, the IT organi-
zation again went through a period of transition.
Although some facets of the IT organization
functioned at level 3, such as the enhancement of
business value through the use of IT and empathy in
dealing with emerging business needs, IT had not
fully developed the partnerships and alliances
necessary to be a true business partner. In time, the
IT department may have completed the evolution
to level 3, but the merger precluded this from
happening.

The Texaco case provides an opportunity for us to
reflect upon the struggles that the firm faced when
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seeking to evolve through the various stages. We
believe the Texaco IT function achieved all the
traditional metrics of success: according to external
benchmarks, the IT function was among the best in
the industry; the CIO occupied a position on the
board; and the IT function had a broad, balanced
scorecard understanding of success. However, what
inhibited the ability of the Texaco IT function to
achieve level-3 status was the failure to manage its
internal relationships with top executives and to
develop the necessary partnerships.

We suggest the Texaco IT function is not alone in
this predicament. With the many challenges facing
IT today (e.g., outsourcing, the need for agility, IT-
business alignment), we speculate that many firms
have focused on developing competency and cred-
ibility, but still struggle with commitment and the
associated forging of the necessary partnerships.
While technologically we have seen the emergence
of service-oriented architecture (thus allowing for
the delivery of technology that is business-unit-
specific and flexible), we have not seen a corre-
sponding shift in governance. An example of an
organization that has perhaps achieved level 3 can
be found in the Gamma Corporation case. In
Reference 44 we profiled six firms as they sought to
structure their governance. Gamma, a large oil and
gas company, had placed an IT manager within each
business unit and also created a corporate CIO
Forum to make global decisions. Where Gamma
succeeded and Texaco struggled was in the positive
perception of IT within all of the business units. We
suggest there are three differences between Gamma
and Texaco: (1) Gamma created a broad balanced
scorecard, which was produced quarterly, that
covered the entire enterprise; (2) because the
Gamma CIO committed to spending at least 50
percent of his time in the business units, IT was able
to create partnerships and manage expectations; and
(3) Gamma balanced global coordination and
localized control by utilizing a governance structure
that allowed both local flexibility and standards
across the enterprise. Thus, we believe it is possible,
albeit not easy, to achieve the level-3 organization
discussed above.

CONCLUDING THOUGHTS

As we reflect upon the IT function of the future, we
believe that a lack of relationship management skills
is one of the key inhibitors to maturity and success.
IT will need to learn how to manage the network of
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relationships within which it operates in order to
achieve success. From internal customers to top
management to providers of technology (whether
domestic or offshore), in our view the successful IT
function that is mature will learn how to success-
fully manage the multidimensional and multifaceted
relationships in which IT is engaged. We suggest
that the IT marketing maturity model is a tool that
can be used by IT management to achieve this
objective.

We believe that tomorrow’s IT organization requires
skills and attitudes that traditionally were not
essential to IT people. In the past, customers were
more limited both in number and area of the
business, while today, customers are everywhere—
both internally and externally. IT operates in an
environment in which every perturbation in service
becomes the subject of “water-cooler” gossip. It is
not easy being in IT, but we hope that our IT
marketing maturity model will help promote suc-
cessful IT organizations.

In this paper we have described a process of
maturity through which IT organizations can pro-
gress. We have suggested a series of recommenda-
tions for those organizations that desire to mature,
with a focus on the areas of the maturity model. By
presenting our case study, we have shown how our
approach can be useful in enhancing the perceptions
of IT and in attempting to close the chasm between
IT and our colleagues in the business units.
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