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Two global banks, comparable in many
ways, differ in their business perfor-
mance. The more successful bank is more
effective in its use of information. A coin-
cidence? Not likely.

Companies, such as these banks, are still
struggling to understand how to put infor-
mation to work so that it improves
business performance. Two information-
based management disciplines — the
information-technology field and the
information-management field, which
involve librarians, records managers and
Web-site content managers — have put
more emphasis on creating systems and
processes to store or classify information

Information
technology
improves business
performance
only if combined
with competent
information
management
and the right
bebaviors and
values. Learn
bow bigh
performers

put these into
Ppractice.

than on improving the way people
behave with information. After spending
billions of dollars on information technol-
ogy, it's still difficult for senior executives
to connect their company’s technology
investments to its business performance.
More often than not, this fechnology-
centered viewpoint has not encouraged
more people-centered management activi-
ties aimed at improving behaviors and
values for more effective information use.

If there is a starting point for improving
how businesses use information, it's in a
perception many senior managers share:
Companies must do more than excel at
investing in and deploying IT. They must
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How does the interaction of people,
information and technology affect

business performance?

combine those capabilities with excellence in collect-
ing, organizing and maintaining information, and with
getting their people to embrace the right behaviors
and values for working with information.

Is this notion right? How does the interaction of
people, information and technology affect business
performance? These questions led a team of 10
researchers and staff from the International Institute
for Management Development, sponsored by
Andersen Consulting, to conduct a 2-1/2—year inter-
national research effort to understand how senior
managers perceive the relationship between business
performance and three information capabilities — IT,
information management, and people’s behaviors and
values pertaining to the use of information.

We studied 1009 senior managers — nearly 60% of
whom were CEOs, executive and senior vice presi-
dents and general managers/directors — from 98
companies operating in 22 countries and 25 indus-
tries (see “Research Methods™).

Results of the study are twofold. First, we used
accepted psychometric techniques (see “Research
Methods”) to model the thinking of those 1009 senior
managers on “what being good at using information”
means. From these results we captured their “mental
model” confirming the existence of three “information
capabilities,” broad sets of skills, behaviors and val-
ues — consisting in total of 15 specific competencies
associated with effective information use (see “How
Managers View Effective Information Use”). Further
testing using a confirmatory factor analysis — a way
to show that ideas are consistently perceived by a
group of people — showed that senior managers
viewed these three information capabilities as compo-
nents of one higher-level idea we call “information
orientation,” or 1O, which measures a company’s
capabilities to effectively manage and use information.

Our statistical evidence suggests that strong IT prac-
tices, competent management of information and
good information behaviors and values individually
do not result in superior business performance.
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Results from our study indicate that IT practices,
management of information and information behav-
jors all must be strong and working together, if supe-
rior business performance is to be achieved (see
“Research Methods, How We Analyzed the Survey Data”).

This link between IO and business performance,
which we examined using a statistical technique called
structural equation modeling (see “Research Methods™)
is more powerful than a simple correlation. Our results
indicate that IO does indeed predict business perfor-
mance. From a practical perspective, therefore, 1O rep-
resents a measure of how effectively a company man-
ages and uses information. An organization must excel
at all three capabilities (in essence, having “high” 10)
to realize superior business performance.

Of course, even high IO cannot always guarantee high-
er business performance. Extended external shocks out-
side a company’s realm of influence can have a nega-
tive effect on business performance despite a high 10.
For example, the Asian financial crisis had a devastating
effect on the business of one European specialty chemi-
cals company we studied despite its very high 10. And
reinsurance companies often face the serious negative
performance effect of repeated natural disasters.
However, companies with high IO may have an easier
time recovering from these shocks.

What are the managerial implications of these find-
ings? Companies that develop the information capa-
bilities found in companies with a high IO can
improve their business performance.

Information Orientation: A Measure of
Effective Information Use

Information orientation measures 15 competencies
within the three basic information capabilities that
managers associate with effective information use
(see “How Managers View Effective Information Use™).

¢ Information Technology Practices (ITP). A compa-
ny's capability to effectively manage information-
technology (IT) applications and infrastructure to
support operations, business processes, innovation
and managerial decision making. This is the realm of
software, hardware, telecommunications networks
and technical expertise, supporting everything from
the tasks of lower-skilled workers to the creation of
innovative new products and the analysis of market
developments and creation of strategy.
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How Managers View Effective Information Use
According to the 1009 managers studied, companies must excel at these capabilities to be good at using information:

Information Orientation (10)
Measures the capabilities of a company to
effectively manage and use information

v

v

Information Technology Practices {ITP)

Capability

The capability of a company to effectively
manage appropriate IT applications and
infrastructure in support of operational deci-
sion making and communication processes.

IT for Operational Support

includes the software, hardware, telecommu-
nication networks and technical expertise to
control business operations, to ensure that
lower-skilled workers perform their responsi-
bilities consistently and with high quality and
to improve the efficiency of operations.

IT for Business Process Support

focuses on the deployment of software, hard-
ware, networks and technical expertise to
facilitate the management of business
processes and people across functions within
the company and externally with suppliers
and customers.

IT for Innovation Support

includes the software, hardware, telecommu-
nication networks and capabilities that faciti-
tate people’s creativity and that enable the
exploration, development and sharing of new
ideas. It also includes the hardware and soft-
ware support to develop and introduce new
products and services.

iT for Management Support

includes the software, hardware, telecommu-
nication networks and capabilities that facili-
tate executive decision making. it facilitates
monitoring and analysis of internal and exter-
nal business issues cancerning knowledge
sharing, market developments, general busi-
ness situations, market positioning, future
market direction and business risk.

Information Management Practices (IMP)

Capability
The capability of a company to manage
infarmatian effectively over its life cycle.

Sensing

involves how information is detected and
identified concerning: ecanomic, social and
political changes; competitors’ innovations
that might impact the business; market shifts
and customer demands for new products;
anticipated problems with suppliers and
partners.

Collecting

consists of the systematic process of gather-
ing relevant information by profiling informa-
tion needs of employees; developing filter
mechanisms (computerized and noncomput-
erized) to prevent information overload; pro-
viding access 1o existing collective knowi-
edge and training and rewarding employees
for accurately and completely collecting
information for which they are responsible.

Organizing

includes indexing, classifying and linking
information and databases together to pro-
vide aceess within and across business units
and functions as well as training and reward-
ing employees for accurately and completely
organizing information for which they are
responsible.

Processing

into useful knowledge consists of accessing
and analyzing appropriate information
sources and databases before business deci-
sions are made. Hiring, training, evaluating
and rewarding people with analytical skills is
essential for processing information into use-
ful knowledge.

Maintaining

involves reusing existing information to avoid
collecting the same information again, updat-
ing infarmation databases so that they
remain current and refreshing data to ensure
that people are using the best information
available.

Information Behaviors and Values (IBV)

Capability

The capability of a company to instill and
promote behaviors and values in its people
for effective use of information.

Integrity

i$ an organizational value manifested
through individual behavior that is character-
ized by the absence of manipulating informa-
tion for personal gains such as knowingly
passing on inaccurate information, distribut-
ing information to justify decisions after the
fact or keeping information to oneself. Good
information integrity results in effective shar-
ing of sensitive information.

Formality

refers to the degree to which members of an
organization use and trust formal sources of
information. Depending on the size, virtual-
ness and geographic dispersion of an organi-
zation, this balance shifts toward more for-
mal or informal information behavior.

Control

is the disclosure of information about busi-
ness performance to all employees to influ-
ence and direct individual and, subsequently,
company performance.

Sharing

is the free exchange of nonsensitive and sensi-
tive information. Sharing occurs between indi-
viduals in teams, across functional boundaries
and across organizational boundaries (i.e., with
customers, suppliers and partners).

Transparency

An organization is "information transparent”
when its members trust each other enaugh to
talk about failures, errors and mistakes in an
open and constructive manner and without
fear of unfair repercussions.

Proactiveness

An organization is called “information proac-
tive” when its members actively seek out and
respond to changes in their competitive envi-
ronment and think about how to use this infor-
mation to enhance existing and create new
products and services.

n

Sloan Management Review Marchand « Kettinger « Rollins

Summer 2000

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.



12

» Information Management Practices (IMP). A com-
pany’s capability to manage information effectively

over the life cycle of information use, including sens-
ing, collecting, organizing, processing and maintain-
ing information. This group of skills includes identify-
ing and gathering important information about mar-
kets, customers, competitors and suppliers; organiz-
ing, linking and analyzing information; and ensuring
that people use the best information available.

¢ Information Behaviors and Values (IBV). A com-
pany's capability to instill and promote behaviors and
values in its people for effective use of information.
They include integrity, formality, control, transparen-
¢y, sharing and proactiveness. Some examples are
ensuring that information is accurate and not manipu-
lated for personal gain, creating a willingness to share
information with others and encouraging employees to
seek out information and put it to new uses.

To illustrate the differences between companies with
high IO and low 1O, we compared how senior man-
agers of two different retail banks evaluated the 15
dimensions of their own organizations’ 10.

For this purpose, we aggregated the responses of our
sample of 1009 managers to their senior management
teams. We treated each team as one business unit, for
a total of 169 business units. Then, we looked art the
relative rankings of each of these 169 senior manage-
ment teams (on a percentage scale of 0 to 100%). On
the basis of these rankings, the research team identi-
fied two companies in the same industry — one that
had rated among the highest on IO and one that
rated in the lower third. On-site interviews revealed
contrasting practices at these high- and low-IO com-
panies. The guidelines offered below, however, are
drawn from the entire study, not just the two banks.

Achieving High Information Orientation
The retail banking units of two of the world’s top
global financial services companies illustrate the dif-
ference between high- and low-IO companies. Bank
A had an 10 ranking of 99%, whereas Bank B ranked
only 31% (see “Two Banks, Two Information
Capabilities™). These two companies faced similar
business challenges within their retail banking opera-
tions over the past five years; their senior managers,
however, chose to follow two different paths to
achieve performance improvements in this highly
competitive industry, reflecting fundamental differ-
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ences in how senior managers saw the role of effec-
tive information use for value creation.

By the late 1990s, Bank A had doubled its business vol-
ume in a saturated banking market and had increased
its earnings per share by 131% and market capitalization
by 400%. Coincidentally, Bank A had succeeded in
attaining high IO — not by massive investment in new
IT systems, but through the synergy created by adopt-
ing a people-centric view of information use.

During the same time, Bank B struggled with declining
market share, while losing its leadership position follow-
ing the merger of its two largest competitors. In 1998,
the unit continued to register a loss of $190 million.

Yet during the mid-1990s, these two retail-banking
units faced similar challenges. Representing less than
20% of their respective company assets, both organi-
zations experienced declining growth opportunities in
saturated, branch-based national markets. Intense
competition and frequent mergers characterized the
industry. While insurance, investment and equity-
trading companies broke into traditional retail bank-
ing, small start-ups, often Internet-based, conquered
important market niches. The profitability of both
banking units lagged that of leading competitors.

In this context, senior managers in both units drew
up new business strategies. In 1993, Bank B expand-
ed its market share by merger, making it the largest
bank in its headquarters country. Over the next four
years, its senior managers focused on cost cutting
through three restructuring and downsizing programs
aimed at integrating and streamlining the operations
of the two merged banks. Growth initiatives were
postponed until the restructuring was complete. The
program resulted in a reduction in personnel ex-
penses by 10%, improvement in the cost-income ratio
from 103% to 85% and a reduction in domestic head-
count by 21%. Improving the use of information
focused almost exclusively on process integration of
the two banks’ IT systems.

Senior managers at Bank A took a different strategic
approach. “The bank’s morale, its profitability and
credentials had to improve,” described one executive.
“We needed a program to unleash the bank’s hidden
value.” This program would focus on setting ambi-
tious growth targets, achieved through an aggressive
cross-selling campaign not just on a local, but a
regional and global level. At the heart of this cam-
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paign was the development of an information strategy used information differently. The result was different
that focused on the development of appropriate IT IT practices (ITP), information-management practices
tools for improved decision making at all levels of the (IMP) and information behaviors and values (IBV).
company, processes for the effective management of

customer and product information, and employee and

manager training to ensure the appropriate use of IT Practices of compames With
information within an open, action-oriented company ngh 10 Levels
culture. Our IO model identifies four levels of IT support: IT

for operational support, IT for business-process sup-
Senior managers at Bank A (high 10) and Bank B (low port, IT for innovation support and IT for manage-
10y had different views of their businesses, and each ment support. The 1O ratings of Bank A and Bank B 73

Two Banks, Two Information Capabilities
Bank A has doubled business volume and increased eamings per share while Bank B lost market share and became unprofitable.
The banks’ abilities at using information and information technology help explain why.

ITP ITP
IT Practices A IT Practices

[T for operational support

IT for business-process support

[T for innovation suppart

IT for management support

IMP
Information Management
Practices

IMP IO
Information Management
Practices

Information Orientation

Sensing information

Callecting information m

Organizing information 01020304050 607080 90 100

Processing information

Maintaining information

IBYV

Information Behaviors IBV

and Values | . .
nformation Behaviors

Information integrity and Values

information formality

Information control S .
0102030405060 708090100

Information sharing

Information transparency

Infarmation proactiveness

0 10 20 30 40 50 60 70 80 90 100

M Bank A The symbols X and v stand for statistical transformations based on parameters {factor scares) that were derived from our study
results, i.e., the senicr managers’ mental models of effective information use.
Bank B
Relative rankings among 169 senior management teams
{100% = highest relative ranking)
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are vastly different for the IT practice capability:
While Bank A ranked in the top spot at 100%, Bank
B had a relatively low rank of 39% (see “Two Banks,
Two Information Capabilities,” page 73).

During the 1990s, Bank A invested significantly in
building a simple but elegant IT system that enabled
branch representatives to merge greeting, servicing
and cross-selling to customers into one act. The
process of greeting the customer allows the branch
74 representative to call up the customer account. The
account provides the following information: demo-
graphics (the customer’s socio-economic profile),
product usage, segment profile and all previous inter-
actions with the bank, regardless of channels used,
including ATM use, call center and Internet banking.

The rankings indicate that Bank A excels at IT for
operational support (with a top rank of 100%) —
managing hardware and software to improve opera-
tional efficiency. At the center of Bank A’s growth
strategy is a belief that the people at the branch are
the cornerstone of all bank activities. “Our head
offices and our regional offices exist only to support
the branches,” described one senior manager. For
operations support, IT is therefore focused on mak-
ing branch employees more productive through the
standardization and centralization of the back office,

which gives staff more time to spend with customers.

Early on, Bank A’s IT platform fully integrated all
three banking channels — branch, telephone and
Internet — enabling staff to pull up customer and
product information from any of the company’s
branches and channels. This also allows a service
representative to see the financial activities of each
customer and allows the customer to see the finan-
cial-services company as one entity — a key element
of the cross-selling system.

However, it is in the high rankings for IT for innova-
tion support (91%) and IT for management support
(100%) that Bank A shows its competitive edge.
Information technology for innovation-support
applications allows customization, tracking of poten-
tial new customers and identification of internal
business opportunities. These applications allow
branch managers to keep abreast of trends for
product innovation and segment marketing.
Information gathered through these applications

is fed into existing management-support systems

to speed new product development and future
strategy formulation.
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Most importantly, the customer support system pro-
vides flexible decision-making support at all levels of
the company. Managers can actively monitor on a
daily and monthly basis changes in customer base,
product sales, business-performance goals, risk
assessments and customer buying behavior. This
arms senior managers with the appropriate informa-
tion to set future branch business strategies.

In contrast, Bank B’s rankings tell a different story.
Over the past five years, Bank B has focused the
majority of its resources on IT for business-process
support (with a rank of 72%), while bogging down
the conversion of two merged banks’ IT operational-
support systems (with a rank of 29%). The IT
department of the dominant bank in the merger
attempted to impose a clone of its operational 1T
platform onto the acquired bank. Because of very
different operations and products, this conversion
went very slowly; branch employees had to work
for several years with two separate platforms and
data centers. Additional restructuring of Bank B’s
business in 1996 again tied up resources. By 1999,
80% of the two systems had successfully merged,;
however, channels remained fragmented. Product
managers had inadequate decision-making tools and
suffered from information overload. Customer-
relationship managers complained about the three-
month lag in obtaining changes to customer infor-
mation and relied instead on their own personal
information systems. Finally, senior managers
blamed “IT problems” for underperforming areas
of their unit. They consistently perceived that IT
was adding little to innovation (low IT innovation
support at 16%) or managerial decision making

(at 44%).

What can we conclude from the comparison of
Bank A and Bank B? High-IO companies excel

at building systems that support tlexible decision
making by managers and employees. Bank A’s goal
for IT systems development has been a straightfor-
ward one: Provide the people in the branches (“the
bank’s cornerstone”) with the necessary tools to
improve their decision capabilities by analyzing risk,
monitoring market position, forecasting changes in
business conditions and providing information for
proactive marketplace responses. The following
guidelines, culled from IT practices at Bank A

and other high-IO companies studied, can help
companies move toward a higher level of IT
practice.
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10 Guideline 1: Focus Your Best IT Resources on
What Makes Your Company Distinctive

In most companies, the time, attention and expertise
of top-quality TT people are in short supply.
Companies with high levels of IO understand this.
They focus their best IT resources on information
capabilities that make them distinctive. They out-
source the rest. The high-IO company leverages IT to
create new products and services and improve man-
agement decision making. In contrast, companies
with Jow IO dissipate their best IT resources on the
functions that are necessary for the companies to
operate. For these companies, there never seems to
be enough time or IT people to devote to what is
important, since the pressures to do what is neces-
sary seem to be forever urgent.

For example, at Bank A, IT applications that are con-
sidered essential to compete are kept in-house and
implemented by the most talented and experienced
IT staff. Applications that are necessary to operate,
however, are outsourced.

How do managers at Bank A know how to allocate
IT resources? Each IT resource investment is spon-
sored and discussed across the bank’s key business
areas. The managers in those areas decide together
whether or not investments are strategic. In contrast,
Bank B has been trying to “fix” its IT for operational
support for years. It has kept its nonstrategic IT
issues in-house. This has left Bank B with few IT
resources to invest in new product development or
better management decision making. Like other com-
panies with low 10 that we have seen, Bank B's
managers lose sight of which information capabilities
could make them distinctive. In such companies, the
best IT professionals often leave for more interesting
work elsewhere.

10 Guideline 2: Effective IT Operations Support
Effective Business Processes, Which Then Provide
Information for Decision Making

For many companies with low IO, poor information
for management support of strategic and tactical deci-
sions is a direct result of ill-designed business
processes. Senior managers in these companies com-
plain that their decision-support systems do not really
enable decisions. In many ways, these managers have
put the cart before the horse. We observed manufac-
turing companies that do not focus on improving
their supply-chain processes, yet they expect to have
IT systems that will process information for opera-
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tional and management planning, financial manage-
ment or longer-term sensing and forecasting of cus-
tomer demand. These expectations are unrealistic.
Similarly, service companies must integrate business
processes with well-thought-out operational systems
before they can use IT to support the high-quality
information they need to make decisions.

Companies with high 10, such as Bank A, have
focused on getting IT support for key processes

in place to manage customer and product informa-
tion for sales support, cross-selling and customer
service. From this base, they have developed sophis-
ticated systems and databases for management
support, product innovation and business-strategy
formulation.

10 Guideline 3: Good IT Practices Can Uncover New
Business Opportunities and Lead to Innovative
Management Actions

A company with high IO benefits not only from tying
its IT practices closely to the way it creates business
value, but also from new business opportunities and
management initiatives. It is able to do better things
with IT inside the company and for customers. As
companies seek to transform their business with e-
commerce projects, being good at IT is critical. In the
case of Bank A, IT is seen as directly influencing
business strategy. “IT enabled the bank to pursue its
strategy of value creation,” commented the bank’s
chief information officer. Currently, Bank A is using
these capabilities to develop direct telephone and
Internet channels to supplement its traditional branch
business. Superior IT practices also continue to play a
critical role in its global expansion and merger strate-
gy. Its IT model is considered one of its strongest
capabilities and is now being exported and replicated
by numerous global strategic partners. Bank B has
also recently developed an Internet channel, but it
faces considerable customer-service challenges
because telephone, branch and Internet interfaces
remain incompatible.

The Information-Management Practices
of High-10 Companies

The 10 model identifies five separate phases of infor-
mation-management practices: sensing. collecting,
organizing, processing and maintaining. Bank A and
Bank B show marked differences in rankings —
Bank A excels at information-management practices
(99%), while Bank B is ranked at only 45%.
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Managers at Bank A see the active management of

information as a critical aspect of everyone’s job and
an enabler of their business activity. Branch represen-
tatives are taught how to record their observations
about customer demands for new products in the
customer-support system (putting the bank’s relative
ranking at 50%). Market shifts in customer prefer-
ences are monitored by data-mining applications.
Competitors’ innovations and leading practices are
monitored by people within a commercial develop-
ment department who travel around the world visit-
ing interesting companies, including those outside the
financial-services industry.

Bank A pays special attention to training its employees
to collect (100%), organize (97%) and process (98%)
information about customers, products and perfor-
mance. For example, the controlling department alone
employs 10 full-time people dedicated to training and
supporting Bank A’s employees in the use of new
product, financial and operational information. Branch
representatives are taught how to interpret acceptance
or rejection of product offers, as well as how to com-
ment on each conversation with a customer.

Bank A's aggressive, yet focused, use of information
for cross-selling places great pressure on the branch-
es to have refreshed information about products and
customers cach day. Continuous updating of eight
customer segments further broken down into five ser-
vice types requires well-formalized information valua-
tion and reuse practices. Special attention is paid to
information maintenance (97%) because branch reps
cannot offer the same product to a person two or
three times without offending them.

Bank B's 10 rating paints a different picture. Senior
managers believe their company is relatively good at
sensing changes among their customers, competitors,
suppliers and partners (67%). They are also good at
organizing the existing information (71%). Unfor-
tunately, their fragmentation of systems and structure
prevents them from effectively valuing, indexing and
collecting (50%) potentially valuable information.
With fragmented information collection, processing
(44%) or maintenance (47%) also suffers. The result:
Customer representatives do not have access to
detailed customer information other than size of
account balances and transaction histories. Data
duplication and administrative-task redundancies fur-
ther burden individual units: 75% of their time is
spent on administration. Managers experience infor-
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mation overload and make decisions based on a gut
feeling, rather than analysis.

What can we conclude from these examples? Eftective
information management must be instilled in a compa-
ny's people. Good sensing and information-valuation
and information-processing practices are critical elements
of the high-IO company. The following guidelines can
help managers think about how to move their compa-
nies toward better information-management practices.

10 Guideline 4: Companies With High 10 Actively
Manage All Phases of the Information Life Cycle
Companies with high IO view information as having a
life cycle with discrete valuation points. These valua-
tion decisions are made continuously as people work,
and they are reinforced through communication, for-
malization of best practices and on-the-job training.
New information sensed from the competitive environ-
ment is first valued for its fit with current and future
information needs; if individuals qualified or trained to
evaluate the information’s relevance for business needs
determine that the information has high value, then
information practices must permit easy collection and
organization for decision making; after processing,
information must be updated or discarded. High-10
companies, like Bank A, understand the importance of
cach of these practices and know that inadequate
attention to one practice can disrupt the cycle.

10 Guideline 5: Managers and Employees Must
Develop an Explicit, Focused View of the Information
Necessary To Run the Business

Good information management should constantly
focus on the decision contexts of managers and
employees. Because it is people who use informa-
tion, thinking about information needs should be part
of everyone’s job. Leaving the responsibility for good
information management to information specialists or
IT staff may give temporary peace of mind. However,
it's a problem if people in all departments are not
motivated to treat their “information responsibilities”
as carefully as their other work responsibilities. In
short, information responsibility should mean infor-
mation accountability for everybody (see Marchand,
Davenport and Dickson, 2000).

10 Guideline 6: When People Do Not Understand the
Business, They Cannot Sense the Right Information To
Change the Business

People can sense information effectively only when
they understand what drives a company’s business
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performance and how they personally can help to
improve performance. A company that provides
information to employees to help them understand
not only what they are doing, but also why they are
doing it, is better able to focus on relevant business
information. Companies with high 10 constantly tell
their managers and employees about external forces
influencing business performance. This common
sense of purpose fosters an environment in which
people begin to look beyond their own jobs and
become concerned about the information needs of
others. Sensing is enhanced and information-
valuation assessments become more precise.

Information Behaviors and Values
of High-10 Companies

The 10 model identifies six information behaviors
and values: integrity, formality, control, transparency,
sharing and proactiveness. Bank A’s information
behaviors and values rank at 90% among the compa-
nies we surveyed. The rankings are similar to Bank
A’s high IT practice and information-management
practice rankings, while Bank B’s information
behaviors and values rank is 44%.

A company with low IO, such as Bank B, may instill
some, but not all, requisite behaviors and values. For
example, Bank B shows relatively higher rankings for
sharing (60%) and proactiveness (62%) but ranks rela-
tively low on the other behaviors and values. These
gaps in people’s mind-sets and behaviors — when
coupled with additional deficiencies in information-
management practices and IT practices — may result
in lower business performance.

In contrast, Bank A's rankings show a strong focus
on all six information behaviors and values. Clearly,
people matter to this company. As a corporate value,
integrity is tuken seriously (at a ranking of 88%). In
all branches, there is a no-tolerance policy for people
who manipulate information for personal gain, pass
along inaccurate information, distribute information to
justify decisions that have already been made or
knowingly hoard information.

The integrity of information is especially important to
ensure that people use and improve the formal
customer-support system (87%). People’s willingness
1o use and improve formal sources of information at
Bank A reduced the time wasted on re-collecting,
reanalyzing and double-checking information.
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People’s reliance on and access to formal information
sources at Bank A help managers to provide
employees with clear information about how their
own performance relates to team and branch perfor-
mance. The data show that information control, at a
rank of 97%, is a key element in Bank A's informa-
tion behaviors and values. Why is control so impor-
tant? “We cannot achieve our goals without a trusting
atmosphere. We are conscious about having open
dialogues with our employees and sharing informa-
tion about the bank’s financial results and their team
and individual performance,” commented the head of
IHuman Resources. Bank A is so convinced that atten-
tion to team performance makes the difference in
promoting openness that it encourages competition
among teams of different branches. The winning
branch receives a special prize and bonuses are paid
to all its employees. Within this context of team spirit,
transparency is encouraged (rank of 87%) within
branch units so that mistakes and errors can be identi-
fied and learned from constructively. At Bank A they
like to call mistakes and failures “future opportunities.”

Managers at Bank A are also convinced that in a
working environment in which people understand
how individual and team performance relates to com-
pany performance, people are more likely to share
and use information in ways that benefit others. At
Bank A, information sharing is not left to chance — it
is an actively monitored activity (ranked at 83%). At
the branch level, retired employees act as mystery
shoppers and check to see that information about
customers and products is shared with people in
branches and with customers. Regular customer sur-
veys monitor the bank’s ability to provide accurate
customer information. Senior managers also make a
conscious effort to recognize and show appreciation
to those demonstrating leadership in information
sharing. "The managers who share more information
are the bank’s most respected employees,” comment-
ed the head of the retail-banking unit. “We also
monitor sharing through performance indicators. We
realize quickly when information sharing within a branch
does not occur because it starts to underperform.” These
indlicators trigger not only the development of a recov-
ery plan with the branch manager, but also an increase
in teamwork training for all branch employees.

Finally, and most importantly, the data indicate that
managers at Bank A know that effective information
use ultimately depends on their ability to create and
motivate information users’ proactiveness. This
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knowledge ranks the highest (at 99%) relative to all
other information behaviors and values at Bank A.
Bank A not only trains people for this behavior, but
also understands that the cumulative effect of high
integrity, formality, control, transparency and sharing
the “right atiitude” is a proactive workforce able to
respond quickly to customer needs and to think
about how to use company information to create or
enhance products and services. To a great extent, the
success of their aggressive cross-selling strategy
depends on it.

This people-centric view of information use has creat-
ed a powerful working context: Customer representa-

tives are given clear performance targets and CIMpPOW-
ered with quality information; they are taught how to
sense, record and analyze information from their cus-
tomer contacts for use by other employees, and they
are given the authority to make proactive, informed
decisions.

Bank B clearly does not have a people-centric view
of information use. There has been no formal corpo-
rate effort to develop appropriate information behav-
iors at any level of the organization. Integrity ranks
very low at 28%. Lack of access to formal information
on an outdated IT system that is not user-friendly
forces people to rely on informal sources primarily

Research Methods of Our Study

Previous empirical research linking information capabilities, effective information
use and business performance is limited. Given the need ta derive valid empirical
results from a representative sample, we collected survey data from senior
executives in multinational corporations. Survey guestions were developed using
academic and managemant theoretical literature, from which we took existing.and
previously tested ideas about information capabilities — such as IT and information-
management practices — and business performance. Where the literature or pre-
vigus work did not provide appropriate theory {such was the case for the informa-
tion behavior and values capability) or measurable variables, we developed new
variables based on appropriate reference disciplines and many years of consulting
and working with international companies’ senior managers on executive develop-
ment. After pre- and post-testing, 58 multi-item variables were used to measure;
 |T practices and their four dimensions (13 questions),

» Information-management practices and their five dimensions {19 questions).

» Information behaviors and values and their six dimensions (23 guestions).

We used perceptual indicatars to overcome the chailenge of determining a
uniform measure of business performance.* These challenges included:

« The wide variations in financial reporting requirements and accounting
standards of 22 countries.

# The fact that our sample inciuded both publicly and privately held firms.

» The need to gather five years of past performance data, which is difficult
to abtain from international companies.

This performance measure captures senior executives’ perceptions of a com-
pany's financial, market share, innovation and reputational performance.

Using continuous scales, survey questions were anchored to produce a judg-
ment on a continuous basis {see "Example Survey Questions: items Used to
Measure the Information Integrity Factor”). Some survey questions were neg-
atively scored.

Example Survey Questions: ltems Used to Measure
the Information Integrity Factor

Please indicate the extent to which you agree or disagree with the following state-
ments as they relate to the ways people behave with information in your company.

Strongly Strongly
Disagree Agree

Our people frequently knowingly pass 1 2 3 4 5 B 7
on inaccurate information to their
bosses or other employees

Our people frequently distribute nfor- 1 2 3 4 5 B 7
mation to justify their decisions after
the fact.

Our people frequently keep information 1 2 3 4 5 6 7
for themselves

Our people frequently exploit business 1 2 3 4 5 6 7
infarmation for persanal gains.

The strong persanal integrity of our 1 2 3 4 5 6 7
people enables the effective sharing of
sensitive information.

*YE. Chan, S Huff, D.W. Barclay and D.G. Copeland, "Business Strategic Orientation,
information Systems Strategic Orientation and Strategic Alignment,” Information Systems
Research 8 {2, 1897}, 175-150

Study Demographics

Having developed and thoroughly tested the survey instrument during the fall and
winter of 1398 at both IMD and the University of South Carolina, we established
our principal intemational sample in June 1998. Gur sample was randomly select-
ed from 3800 participant firms in IMD's extensive intemational database that had
attended executive programs over the past five years. The companies in the sam-
ple frame varied in performance and number of years in existence and represented
multiple industry sectors. Company size ranged from small, family-owned busi-
nesses 1o large, global enterprises. Of the 376 companies invited by direct mail,

98 (27%} agreed to participate. These companies were then requested to identify

individual managers in one or more senior management teams at the corporate,
division or business-unit level to complete the study questionnaire.

Forming our core sample were 1069 individual senior managers who completed
the survey questionnaire. Within an individual management-position category,
CEQs represented the highest concentration of responses. The majority of survey
respanses {58%) came from CEDs, executive and senior vice presidents, and
general managers or directors. The 1009 senior managers represented 25 indus-
tries in 22 countries, the majotity coming from the European Union (704) and the
United States {215}, but also including Australia, Canada, Chile, Malaysia,
Mexico, Poland, Russia, Singapore and Thailand.

Marchand « Kettinger » Rellins

Sloan Management Review
Summer 2000

Reproduced with permission of the copyright owner. Further reproduction prohibited without permission.




from within their own functional boundaries. Unclear
performance criteria and a focus on individual rather
than team measures reduce the willingness of people
to share information for the benefit of others.
Restructuring and cost-cutting programs have reduced
the willingness of people to be open with informa-
tion. Finally, branch managers have found it difficult
to encourage proactive cross-selling strategies with
customer representatives in branches, blaming the
difficulty on “cultural biases” within the employee
base.

The following guidelines can help managers think
about how to move their companies toward more
proactive information use and better information
behaviors and values.

10 Guideline 7: Do Not Compromise on

information Integrity

In organizations, integrity develops trust among peo-
ple by defining boundaries within which they can
legitimately use power and influence. In an organiza-

tion characterized by integrity, people believe in and
share a set of key principles that outline appropriate
conduct in the company — they feel they have a
duty to act within the accepted boundaries of ethical
and appropriate behavior. People with integrity will
present what they know about reality candidly and
fairly by not hiding bad news or glossing over impor-
tant but discomforting facts 6r concerns.

10 Guideline 8: Team-Based Performance Information
Creates Openness and Improves Information Sharing
The type of performance measures and indicators
used in a company counts. Bank A illustrates how
team-based performance information can create more
openness and information sharing. Companies using
only individually based measures may compromise
on sharing and openness by creating overly competi-
tive working environments. However, performance
indicators tied only to an overall business measure —
such as EBIT (earnings before interest and taxes) —
may not give enough information to provide ade-
quate information control.

Research Methods (continued)
How We Analyzed the Survey Data

To address our major research guestion, "Does effective information use lead to
better business performance?” we adopted a statistical analysis approach that
has been successful in determining whether the presence of first-order factors
{IT practices, information-management practices, information behaviors and val-
ues} or a second-order factor {I0) best predicts an increase in a business-perfor-
mance criterion.t

The study team used two proven psychometric analysis techniques, confirmatary
factor analysis {CFA) and structural equation modeling (SEM), to analyze the
results of the survey data. The technigues are widely used in social science,
strategy and marketing research. Confirmatory factor analysis was used to deter-
mine that the individual measurable ideas were valid and consistently percaived
by senior managers. it was also used to determine whether these validated
ideas (constructs) were sub-dimensions of larger, higher-level ideas, such as
information orientation {I0}. In essence, CFA provides us with a mental mode! of
how senior managers think about effective information use in their comparies.
Structural equation modeling was applied to validate the causal linkages
between collections of validated ideas, such as the causal link between higher
10 and higher business performance.

For example, we use CFA to examine the relationships between survey items in
four categories of IT support to see if senior managers associate these four cate-
gories with a common underlying idea we call the IT practices {ITP) capability.
Based on accepted standards of psychometric eanstruct validation, the same
approach was used to validate the information behaviors and values {IBV) and
the information management practice (IMP} capabilities. These three informa-
tion capabilities were in tum determined to be sub-dimensions of a higher-order

construct we.call 10. We also used CFA to establish a validated measure of
industry-relative business performance by measuring senior managers’ percep-
tions of their companies’ market share growth, financial performance, product
and service innovation and ability to achieve superior company reputation.

To determine whether the individual information capabilities (ITP. IMP. 1BV)
alone predicted higher business performance, or whether higher performance
was achieved only through an integration of all three information capabilities
{measured as the higher order construct, 10), we used SEM in a disconfirma-
tory/confirmatory testing approach. First, we attempted to establish the
causal link between each of the information capabilities alone (without 10)
and business performance. Using this approach, direct causal linkages
between higher ITP IMP and 1BV and higher perceived business performance
did not meet accepted statistical criteria of causality. However, by applying
SEM to alf three information capabilities through the higher-order 10 con-
stryct, the data indicated that managers did perceive a direct causal link to
higher business perfarmance.

For detaited information concerning study statistics and methodology, refer to
D.A. Marchand, W.J. Kettinger and J.D. Rollins, “Information Orientation:
The Link to Business Performance” {Oxford: Oxford University Press, 2000).

¥ Abert H, Segars and Varun Grover, “Strategic information Systems Planning Success: An
investigation of the Construct and its Measurement,” MIS Quarterty 22 {2, 1998} 139-163;
N. ¥enkatraman, "Strategic Origntation of Business Enterprises: The Construct,

Di ionality and Meas " Management Science 35 (8, 1383): 942-962; and

N. Venk , “Peri Impli of Strategic Coalignment: A Methodologica!
Perspactive,” Journal of Management Studies 27 {1990): 19-41.
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10 Guideline 9: People Who Understand the Business
and Are Informed Will Be Proactive

The process of openly sharing performance-based
information inside a company creates powerful sup-
port for employees and managers to seek new ideas
and information or apply information in new ways.
Proactive behavior is not an accident: High-10 com-
panies build it up systematically over years, not only
through training, but by reinforcing the behaviors and
values that lead to (or create) this disposition in peo-
ple — integrity, formality, control, transparency and
sharing. This allows high-1O companies to rely on a
broader base of employees with a disposition to act
to create business value every day in many small —
and not so small — ways, rather than depend on the
occasional heroic efforts of a few.

10 Guideline 10: Managers Can Influence Some
Behaviors More Easily Than Others

Some behaviors and values, such as integrity and
transparency, are more rooted in the individual per-
son than others, such as control, sharing and for-
mality. Managers must be aware that not all behav-
iors of subordinates and peers can or will change at
the same time just because managers “think” that
they have taken appropriate steps.

Changing mind-sets, behaviors and values is never

requires not only managerial action, but also employ-
ee acceptance. Managers have to persuade doubters
that their steps to improve information hehaviors and
values not only are genuine. but will also take hold
in the company’s ways of doing business over time.
The best way managers can accomplish this is by
mirroring these behaviors themselves. Nonetheless,
many companies will need months and years of
focused efforts before all information behaviors and
values have been turned around.

Conclusion

The rush to e-business today only emphasizes a basic
fact of organizational life: All business organizations
— be they dot-coms or established companies —
require excellent information capabilities. Companies
that incorporate a people-centric, rather than merely
techno-centric, view of information use and that are
good at all three information capabilitics will improve
their business performance.

Leading your company on a journey to achieve high
IO and attain superior business performance takes
hard work, persistence and personal commitment. To
undertake the journey, you will have to develop the
right mind-set about effective information use in your
business. Lead and inspire your people along the

easy. Building integrity, transparency and trust way
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