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EXECUTIVE SUMMARY

Over the years, information technology (IT) has become an essential component for companies, government offices, and organizations. The growing importance of IT created the need for organizations to appoint a senior technology executive, a Chief Information Officer (CIO), to lead IT initiatives. While the CIO position description can vary among organizations, in general, the role of the CIO has evolved from tactical-expert status to strategic-innovator status.
It is important for general managers to understand the role of the CIO because the senior executive in this key position is ultimately responsible for aligning IT with the organization’s business goals. CIOs manage sizeable budgets to ensure that staffing, systems, and IT resources are properly supporting day-to-day operations as well as overall strategic objectives. In terms of human resource investment, companies are willing to pay CIOs high marketplace salaries ranging from $150,000 to $300,000.
General managers will benefit from gaining an in-depth understanding of the CIO role because this position is widely regarded – and not just in the IT industry. The prominence of the CIO role has been elevated by publications and websites devoted to this relevant topic. Additionally, CIO’s from high-profile organizations have gained media attention for their strategic accomplishments and innovations. While some industry leaders may argue that IT is a “commodity” or that the role of the CIO could disappear in the future, the current employment outlook for CIOs is optimistic. The CIO position remains a stable fixture in organizational charts.
This paper discusses the role of the CIO ranging from demographics, salary data and employment information to real-world examples that reveal how CIOs think and operate. To help executives realize the potential of this topic, we present three in-depth case studies of CIOs from growing companies: Centene Corporation, Express Scripts Inc. and Spartech Corporation. 
The three companies were selected because of the diversity in the size of their IT staffs and the varied experience of the CIOs:
· Centene Corporation has a medium-sized IT staff and a CIO who reached this position early in his career. 

· Express Scripts Inc. is a Fortune 500 company with a large IT staff and a seasoned CIO with extensive credentials.
· Spartech Corporation has a small IT staff and a CIO who has a general management and auditing career background (in contrast to the other two featured CIOs who have technical backgrounds).

From these three case studies and significant secondary research, readers will gain a better understanding of the CIO role and how CIOs balance strategic planning and tactical execution. Furthermore, the case studies reveal similarities and differences among companies and CIOs.
The paper concludes with findings of three best practices and three lessons learned about the role of the CIO: 


Best Practices
1. People skills are critical for the success of CIOs
2. IT innovation is an important CIO job function

3. Communication skills are paramount for CIO effectiveness

Lessons Learned
1. Status of IT within an organization impacts the CIO role
2. CIOs consider outsourcing for non-mission critical IT functions

3. CIOs should measure IT effectiveness to ensure that results meet stated goals

CIO OVERVIEW: 
DEFINING CHARACTERISTICS OF AN EVOLVING CORPORATE ROLE
The role of the CIO is constantly evolving along with advances in information technology. Some industry leaders question the discussion of a “single” CIO role. Barb Gomolski, senior research director at Gartner, made the following assertion, “It is no longer useful or meaningful to talk about the ‘role of the CIO.’”1 The rationale for Ms. Gomolski’s statement is that there is no longer a single “one-size-fits-all” CIO position description. Today’s CIOs wear many hats and work in various roles. As this paper will demonstrate, there are different types of CIOs, and they are driven by their backgrounds and professional interests. Furthermore, industry and organizational differences affect the role CIOs play in their organizations.

What is a CIO? This job title is commonly given to the senior executive in charge of information technology and computer systems that support an organization’s business goals. As IT has become increasingly important, the role of the CIO has evolved into a key organizational strategist. In many companies, the CIO reports directly to the Chief Executive Officer (CEO). In some companies, the CIO sits on the Executive Board. Usually, a CIO proposes IT strategies to achieve business goals and works within an established budget.2
The role of the CIO as a senior management position is still evolving. Depending on the structure of the organization, a CIO could report to different members of the senior management team. Harvey Nash, UK-based IT consulting company conducts an annual CIO survey that represents executives from a cross section of industries and government. According to the 2004 survey, 77% of CIOs think they report to the CEO, when in actuality, only 49% actually report to the CEO. The same report states that only 15% of CIOs have a place on the Board of Directors. As the role of the CIO becomes more involved in the business of the organization, the percentage of CIOs reporting to CEOs may increase.  

CIO Magazine conducts an annual “State of the CIO” survey by interviewing more than 500 CIOs from a cross section of industries and government. The survey represents small organizations (reporting annual revenue of $100 million or less), medium organizations (annual revenue of $101 million to $999 million), large organizations (annual revenue of $1 billion to $4.9 billion) and very large (annual revenue of $5 billion or more). The 2004 survey reported:

· 87% of CIOs are male 

· 70% come from a technical background

· 62% were in the consulting business if not in the IT field

The CIO role has several myths associated with it. One of most pervasive myths is that people may believe CIOs are more technical than they actually are and that they are computer experts. In reality, most CIOs know as much about computers as the average business person. CIOs use their computers as tools like the other members of senior management. The CIO role is a business position, not a technical one. In a large organization, the CIO has a technical person that runs the department. The CIO is usually involved in strategic planning and business integration initiatives.
CIOs command top-dollar salaries as compensation for their leadership and expertise. Table 1 reveals a regional salary comparison among four major U.S. markets.
TABLE 1: CIO REGIONAL SALARY COMPARISON

	Percentile
	Midwest: Chicago
	East Coast:

New York
	West Coast:

Los Angeles
	Southeast:

Miami

	25th Percentile
	$173,434
	$186,163
	$179,640
	$157,841

	50th Percentile
	$214,922
	$230,696
	$222,611
	$195,598

	75th Percentile
	$272,348
	$292,337
	$282,093
	$247,862


Job turnover is typical among corporate CIOs. The average tenure of a CIO in a single position is five years. Examples of high-profile CIOs who fall in this category include:

· Joseph Eckroth, former CIO of Mattel (Toys), left his position after five years to join New Century Financial, a real estate investment trust.

· Patricia Morrison, former CIO of Office Depot, left at 3.5 years to join Motorola.

· Frank Hood, former CIO of Krispy Kreme Doughnuts, left shortly after joining the company to be the CIO of Quiznos.6
Industry analysts note that some CIOs seek resume-building experiences rather than a long-term career with a single employer.7
While many industry leaders believe CIO turnover is high, Darwin Magazine conducted an in-depth survey of 77 business executives of leading U.S. companies. The majority of those surveyed believed that CIO turnover is equal to other senior positions.8 The findings of this report included:
· 8% “CIO turnover is higher than other senior positions in the company.”

· 62% “CIO turnover is the same.” (majority)

· 31% “CIO turnover is lower than other executive positions.”

The attitude study indicated that the perception of high CIO turnover may be a myth; however, this topic will certainly be analyzed by researchers for years to come.

The current employment outlook for corporate CIOs remains high. The slow recovery from the economic recession caused CIO job searches to last as long as 12 to 18 months. Recruiting for CIOs has increased in 2005. Nationwide, CIO job listings increased 30% this year in comparison to 2004. Overall IT sector hiring increased 37% in comparison to 2004.9 In St. Louis, Missouri, CIOs are increasing hiring of IT professionals according to a Robert Half Technology study. Among CIOs surveyed in St. Louis, 11% planned to add staff and only 10% planned to reduce staff in the third quarter. This net 1% of CIOs is an increase of 2 percentage points from the study’s second quarter results.10
CIOs PLAY A KEY ROLE IN THE U.S. GOVERNMENT
In addition to the corporate environment, the United States government is an important arena for CIOs. The Clinger-Cohen Act of 1996, also known as the Information Technology Management Reform Act, was intended, among its many other purposes, to "reform acquisition laws and information technology management of the Federal Government."11
The Clinger-Cohen Act was initially aimed at coordinating the efforts between the different branches of the military. As weapons systems became more complicated, it became obvious for the need to have a central focus point. President Bill Clinton saw the need to have an executive level position that worked within the executive branch of the government for each main cabinet level position. President Clinton realized the importance of managing information in the running of a government. He wanted government to be competitive with private industry in their use of information technology.  

The CIO position created by this act is responsible for all hardware acquisition, software development and acquisition and communication systems. Prior to the creation of the act, there was not a coordinated effort between governmental departments to acquire computer systems. A “designated” person in each department was responsible for acquiring the “computer” needs for the department. The designated person may or may not have had any expertise in the area of computer-related acquisitions. The person used whatever process they were comfortable with to meet the departmental needs. However, once the Clinger-Cohen Act went into effect, the IT process was centralized into one place in each department. The CIO became responsible for securing all IT equipment and procuring the resources to develop the systems needed for each department. Additionally, the CIO in each department became responsible for the coordination of the information transfer between departments. Each CIO is allowed to select his or her own hardware and software vendors. 

The CIO position within the government has been evolving over the last nine years. As the people in the governmental CIO position have obtained a better understanding of computer hardware and software, the process has become more sophisticated. The CIOs are making better choices to meet the government’s information needs, and by doing so, information is dispensed at a greater and more efficient rate.
WHAT KEEPS A ‘TYPICAL’ CIO AWAKE AT NIGHT?
The typical CIO has several items that could keep him or her awake at night. A CIO is charged with running a department that is generally considered the “backbone” of an organization. The IT department is often misunderstood within the organization. The CIO needs to be able to connect the business and technology to strengthen the organization. Furthermore, the CIO has to be able to explain to the organization that it takes planning (not “magic”) to make the computer systems work. As projects are planned and designed, the CIO has to “put it all together” to make the project a reality.  

IT project delays can keep the typical CIO awake at night. A variety of items can cause project delays such as vendors not delivering on time or not having technology they advertised. The vendor might not be able to supply the organization with the quantity of materials that the organization requires. When an organization experiences IT problems, executives usually look to the CIO to fix the situation. The CIO is expected to be able to anticipate any vendor problems and have an alternative solution ready to put into place. In reality, the CIO can only do his or her best to get the vendor to deliver on their promises. The CIO’s goal is to keep vendors on track in meeting delivery schedules.

CIOs are required to keep up with staffing demands. They have to balance between having enough staff to complete the organization’s projects, not having enough staff, and overworking the existing staff. Additionally, they have to guard against having too much staff with little or nothing to do. The user community has a list of projects they would like to see completed. The CIO’s job is to make sure projects are completed based on the user community creating a priority list. The project managers bring all of the projects to the CIO’s attention while asking for resources at the same time. The CIO receives the priority list from the user community and uses that list to decide whether to hire more resources or to stagger project start times. He or she may need to shift resources as the demand for resources increases on one project and decreases on another project.

The CIO also has to be cognizant of external IT “forces.” When the IT employment market starts to expand, IT professionals might look elsewhere for job opportunities. In the IT business, it is not uncommon for different companies to “steal” resources from each other. The CIO has to be aware of market conditions and do what is needed to keep best resources in house. The incentives used to keep resources do not have to be money; working conditions and time off are also large incentives to retain people. The CIO could put the best resources on more challenging projects to keep them interested in staying. Additionally, he or she could set a system of flexible working hours and establish a career program to allow staff members to determine the best career paths for themselves.  The CIOs have to use any or all combinations of these incentives to keep the best resources from leaving. Alternatively, CIOs can call recruiters and have them contact staff members that they want to leave their group.

Internal competition is another major factor that can keep the “typical” CIO awake at night. Some competition is good to keep people excited about their jobs; too much competition is harmful. In a highly competitive environment, people will win at all costs.  They can sabotage projects of other team members, be hostile to each and make the workplace a negative environment. In a negative environment, the morale will also be very low. The CIO needs to create the right balance of competition without making people feel like they are in a “kill or be killed” environment.

In addition to the workplace environment, CIOs are also concerned about management changes or reorganizations. When a CIO comes into an organization, he or she might want to make management changes to reflect their own management style. The CIO should communicate the changes in a positive way. The management level that is in the process of changing can push fears onto their subordinates. A departmental reorganization can lead to a feeling of uneasiness in the workplace. The CIO needs to create a positive environment and let everyone involved know the changes are being made to move the department in a positive direction.  

Overall, the “typical” CIO has many things that can keep him or her awake at night.  Some of the items are out of their control. For the items they can control, CIOs need to realize the people working for them can make the tasks easier or harder. CIOs strive to “surround themselves with the best people” according to Michael Lane, CIO of Spartech Corporation.12 The task of choosing the best people is extremely important to CIOs.
While it is important to take a holistic view of the “typical” CIO, the following three case studies present real world examples of CIOs who face daily challenges.
CASE STUDY 1: 
NEW CIO TAKES THE REIGNS AT CENTENE CORPORATION DURING A TIME OF ACCELERATED GROWTH
Centene Corporation was founded in Milwaukee, Wisconsin in 1984. It started out processing Medicaid claims for Wisconsin residents. Michael Neidorf, Centene’s founder, moved the company to Clayton, Missouri in 1996. Since that time, Centene has had phenomenal growth.  
Centene currently processes Medicaid claims in seven states and is moving into the behavior health claim processing area. Claims processing is an information-intense business. The processing of claims requires the processor to have a reliable, accurate information processing system. Centene realized this fact early as the company began to grow and invested in a system that allowed for accurate claims processing. This early vision was the idea of Centene’s first CIO Brian Spanel who was responsible for selecting the hardware and the software systems. His vision allowed Centene to continue to add state Medicaid accounts without having to invest in new hardware, software or people resources. A few years ago when Hewlett-Packard announced they would no longer make the HP3000 series computer, the hardware system Centene used, Mr. Spanel lead a conversion to move the software from the HP3000 proprietary operating system to the HP9000 Unix operating system during the last 2 years.
Mr. Spanel retired in April of 2005. After his retirement, Centene did a nationwide search and selected Glendon Schuster as the interim CIO in June of 2005. In October 2005, Mr. Schuster accepted the position of permanent CIO. Mr. Schuster’s background is technical, mostly including work in software consulting positions. (See Table 2, page 10.) He has experience working with “dot com” startups as well as managing the software development process. He inherited an organization that had grown from 40 full-time employees and one consultant to 159 full-time employees and 79 consultants in about two years time. During the incredible growth period, there were no controls put in place to keep the infrastructure sound. Mr. Schuster has done a lot of “back fitting” to keep the organization stable and moving forward – back fitting in the sense to strengthen the organization’s infrastructure. 
Mr. Schuster inherited a dynamic IT organization. Because of the constantly expanding business and the correcting of the infrastructure happening at the same time, he has been flexible and versatile in his role. He has moved and reassigned resources on almost a daily basis. He recently restructured the management team that directly reports to him. His next step is to restructure the management team that includes his indirect reports. This restructuring is currently in progress.
Mr. Schuster’s biggest challenge is integrating IT into the business. Currently, IT drives the business at Centene Corporation. He would like to see the IT division and the business segment become partners. He conducted interviews with heads of various business divisions in order to explain his philosophy. He is starting to get buy-in from the business managers on his ideas, but the change is very slow in coming. 

For several years, IT did drive the business at Centene. The previous CIO, Brian Spanel, was involved in every part of the business and not necessarily from an IT perspective.  Mr. Schuster said several department heads told him they did not worry about some of the business processes because “Brian Spanel always took care of that for us”.13 Mr. Schuster is in the process of moving the business functions back to the business units and having IT perform the IT functions. Mr. Shuster’s quote applies to the current situation at Centene – “Change by evolution not revolution.”13 He is slowly implementing change down the organization as well as across the organization.

Mr. Schuster is also interested in making advancements in the way the IT department works with the business. As needs change in the healthcare field, he believes the business should be able to respond to these needs. An area of healthcare that is growing rapidly is the area of timely reporting. Doctors, hospital administrators and other healthcare professionals are looking for “instant information” to make good decisions in a short period of time. The technical pieces are available to share this information, but these pieces have not been “put together” by the organization. 

One of Mr. Schuster’s goals is to create several information-sharing systems. Examples of these systems include customer-based reporting, disease management, trending systems and interfaces with Regional Health Information Organizations (RHIO).  Customer-based reporting allows patients of a health organization to log into and retrieve their information on a computer system. Patients are also able to look at what drugs they are taking, how many refills are available and what prescription strength is required.  Disease-management reporting allows healthcare professionals to be able to instantly review treatments of different diseases from a variety of sources. For example, a doctor on the West Coast of the U.S. would be able to instantly review the treatment methods of same disease of doctors on the East Coast. Trend reporting or trending allows healthcare professionals to view a patient’s health and prescription history to determine if they are predisposed to certain types of diseases. Prevention of a disease is less expense to a healthcare organization than it is to treat the disease.13 RHIOs involve a process in which several patient databases are interactively connected. By connecting the databases in this manner, patient information can be shared worldwide in a matter of seconds. A patient’s primary doctor can release the information needed to treat their patient anywhere in the world almost instantly. 

Mr. Schuster points out that these information-sharing systems are solid IT plans, but there are a few important legal and moral aspects that need to be worked out. For example, the Health Information Portability and Accountability Act (HIPAA) limits releasing patient data without the patient or their legal guardian signing a consent form. The moral issue is whether or not a patient will think their privacy is being violated by passing personal information on to anyone who requests it. Mr. Schuster believes that in the future, as the public’s trust in electronic systems grows, some of these issues will be resolved.

Mr. Schuster reports directly to the CEO of Centene, Michael Neidorf. He meets weekly with Mr. Neidorf to discuss the direction of the IT department as well as the direction the business is going. Mr. Schuster keeps Mr. Neidorf informed of the strategic changes in the IT department. One of these changes was to create a customer-liaison group within the IT department. Mr. Schuster noticed during the implementation process that customer requirements would sometimes change significantly between the time the implementation started and the time it was completed. The purpose of the customer-liaison group is to get complete requirements before an implementation is started. Mr. Neidorf agreed that the group would prove to be a valuable asset and could be a big cost-saving function.

Mr. Schuster stresses that the IT department should work as a team. In the past, there were instances in which different groups within the department competed with each other rather than working together on a project. The new teamwork emphasis established by Mr. Schuster has already showed improvement in getting IT projects completed in a timelier manner.  
TABLE 2: CIO PROFILE – GLENDON SCHUSTER: PROFESSIONAL BACKGROUND
	Title
	Company
	Description

	Partner
	Accenture Consulting
	Provider of programming consultants

	Head of Information Technology
	Gamut Interactive
	Start-up company focusing on electronic couponing interacting with TV/print media

	Development Lead
	Deluxe Check
	Check production

	Various roles including: designer, application architect, 

development lead, etc.)
	Walgreens
	Pharmacy


CASE STUDY 2: 

EXPRESS SCRIPTS CIO CLAIMS THAT SERVICE AND COMMUNICATION MAKE A SUCCESSFUL IT ORGANIZATION
Express Scripts Inc. is a leading pharmacy benefit management (PBM) company headquartered in St. Louis, Missouri. The company is ranked No. 137 on the Fortune 500 list. Total company revenue for 2004 was $15.1 billion and the projected total company revenue for 2005 is $17.1 billion. The company has several major administrative facilities, prescription-processing pharmacies and call centers in the U.S.

Express Scripts’ customer promise is to “make the use of prescription drugs safer and more affordable” for its clients and their members. The company specializes in pharmacy claims processing, mail pharmacy (prescription home delivery), specialty prescription fulfillment, benefit design consultation, drug utilization review, formulary management and drug research. Major pharmacy benefit management competitors include Medco and Caremark. Among Express Scripts’ long list of clients are Dell Computer, the United States Department of Defense (DoD) and Citigroup.
Information technology is essential for Express Scripts’ business, and the company has garnered industry attention for its IT efforts. Express Scripts has received four years of recognition in Information Week’s “500 Most Technologically Progressive Companies.” The Information Week study documents the business technology strategies, investments and administrative practices of one-third of America’s largest companies. Express Scripts ranked No. 182 in the 2005 study.

Express Scripts recruited Patrick McNamee to the CIO position in February 2005 after the retirement of the incumbent CIO who had been with the company several years. Mr. McNamee is a seasoned professional with an extensive background in IT management. (See Table 3, page 14.) He holds a M.S. degree in Electrical and Computer Engineering and a B.S. degree in Biomedical Engineering from Marquette University. He is a senior management team member and serves on Express Scripts’ Corporate Resource Council.

Mr. McNamee leads an IT department that consists of 1,030 employees (772 regular, full-time corporate employees and 258 contract employees). The IT department has been in a growth mode in 2005 with more than 100 IT employees recently added. IT professionals represent almost 10% (9.73%) of Express Scripts’ total employee base of 10,413. With the company’s recent acquisition of Priority Healthcare Corporation, the total employee base continues to expand.
While there is no such thing as a “typical day” for a CIO, Mr. McNamee described a common situation for CIOs – receiving notifications about systems issues and failures. A typical day for Mr. McNamee could include being paged any time of the day or night. Mr. McNamee keeps his Blackberry on his night stand, and it is not uncommon to receive pages at 4 a.m. about critical systems issues. The standard procedure for Severity One “Sev 1” critical systems notifications is to join a troubleshooting conference call to assess the impact of the issue on systems and users.
Mr. McNamee identified four key areas of time allocation for his “typical day” including:
1. Participation in leadership and staff meetings

2. Involvement in topical meetings such as the Corporate Resource Council, Medicare Part D (a major industry initiative), and strategy and planning sessions

3. Dealing directly with employees via one-on-one meetings

4. Providing consultation on external boards such as the St. Louis CIO Forum and Community Health and Patient Services (CHPS)

CIOs are responsible for maintaining systems integrity, so it is natural that this issue can keep a CIO awake at night. Mr. McNamee describes performance and reliability issues as the No. 1 priority of any IT organization, and he admitted to keeping this issue “top of mind” at all times. He also focuses his thoughts on human resources and staffing issues. Mr. McNamee has responsibility for nine direct reports, and he is concerned about managing turnover and developing leadership among his team. Additionally, Mr. McNamee concentrates on managing change and communication in the workplace. He explained that communication should occur on an ongoing basis at all levels. 

“It’s all about communication and sharing information.” 14 – Pat McNamee
The success of a CIO depends largely on business, people and technical skills, and Mr. McNamee shared his perspective on these three key elements:
· People Skills: Mr. McNamee stated that behaviors and values around leadership and teamwork are of paramount importance for a CIO.

· Business Skills: Mr. McNamee pointed out that Express Scripts is in a highly complicated business and that it is important for the CIO to have expertise in healthcare and a broad understanding of the PBM industry..

· Technology Skills: Mr. McNamee stressed that technical skills are very important for CIOs; however, he described technology as a “commodity.”

Overall, Mr. McNamee described the IT culture at Express Scripts as being “energetic” and “empowered.” He stated that “IT matters” at Express Scripts where a single, dedicated operations team is focused on teamwork.
“We have accountability and the creation of teams that are empowered … non-bureaucratical. Teamwork underscores everything we do.” 14– Pat McNamee
Mr. McNamee reports to David Lowenberg, the Chief Operating Officer (COO) who ultimately reports to George Paz, President and Chief Executive Officer (CEO). Mr. McNamee has a strong working relationship with the CEO, and they communicate with each other about five times per week (on average), including interaction at weekly senior management meetings. Mr. McNamee also meets one-on-one with the COO (his direct reporting relationship) on a weekly basis. 
Mr. McNamee has only been with Express Scripts since February 2005; however, his leadership made a significant impact within the first nine months of joining the company. His biggest IT successes so far have been reducing Severity One “Sev 1” critical systems alerts by 74% and reducing outage minutes by 60%. These successes were achieved through three internal initiatives:

1. A dedicated Senior Director position was created to focus on supporting systems performance and reliability.

2. The responsibility of the applications team was changed by reallocating infrastructure ownership/accountability to a new team.

3. A heavy investment was made in performance monitoring. For example, automated “robots” now provide early alerts about systems failures.

While the IT successes at Express Scripts have demonstrated measurable results, Mr. McNamee identified several ongoing IT challenges for the organization. The performance and reliability of systems is still a No. 1 concern. Express Scripts is an organization that has been built through the acquisition of other companies, and this has resulted in systems that are “not well architected” according to Mr. McNamee. Many diverse applications make a challenge to sustain the platform. In addition, it is a challenge at Express Scripts to align IT with key industry initiatives such as HIPAA (Health Insurance Portability and Accountability Act) and Medicare Part D (prescription drug benefit). Other challenges include:
· The huge amount of price pressure in the marketplace for pharmacy benefit management (PBM) companies

· Unique program requirements from Express Scripts customers; IT differentiation

· Striving for perfect systems performance

IT drives business at Express Scripts through the introduction of new technologies tied to important industry initiatives. For example, Mr. McNamee pointed out that Consumer-Driven Healthcare is the next major initiative to impact the industry, and IT will need to be aligned with this new business model. Express Scripts works with domestic technology start-up companies (third-party vendors) to develop the “lowest-cost, highest reliability” systems, according to Mr. McNamee.


“If IT demonstrates that systems are reliable, customers will choose us.”14 
· Pat McNamee, CIO

Mr. McNamee shared three trends that will impact Express Scripts in the next five years. First, price pressures create the need to develop lower-cost solutions to minimize IT spend. They also create the need to differentiate service through innovation and performance. For example, the Client and Patient Services Group at Express Scripts focuses on the technology components of price and service (number of calls and cost-per call). Secondly, industry initiatives such as Carve-In Healthcare and Consumer-Driven Healthcare will play a key role in future IT spending. Finally, transparency of business practices is a goal for Express Scripts. Transparency requires Express Scripts to develop tools to provide customers with an understanding of the company’s programs. Express Scripts will continue to evolve its targeted Web portals to let customers truly see their business model and revenue streams.
Mr. McNamee said that his most important lesson learned about being a CIO is that IT is all about service. He stated that the keys to delivering quality service include teamwork, establishing trust, and developing well-defined priorities.

CIOs often have “untold stories” that reveal insights about their role. Mr. McNamee shared several thoughts on this topic. First, he believes that IT forces people to have a deeper understanding of business processes (operations, accounting, strategic planning. While technological expertise is important, being a CIO involves many other attributes, according to Mr. McNamee. He also stated that automating processes takes a significant amount of leadership talent and industry acumen. Mr. McNamee further pointed out that CIOs are not “technology introverts” and that people skills are critical. Intriguingly, Mr. McNamee said his goal as a CIO is to develop staff and move people out of the IT department and into other areas of the company. He states that this method “spreads expertise” (learned through IT) among the organization’s key departments.

“IT is a service organization. It is not of any value as an independent entity. Many [IT organizations] fail because they don’t identify one role … to serve.” 14  

· Pat McNamee, CIO
TABLE 3: CIO PROFILE – PATRICK MCNAMEE: PROFESSIONAL BACKGROUND
	Title
	Company
	Description

	President and General Manager
	MISYS Physician Systems
	Provider of information management software for physician practices

	President and General Manager
	Orthopedic Equipment Corp. (General Electric)
	Surgery X-ray manufacturing business  (GE Medical Systems)

	Chief Information and Quality Officer
	NBC (GE)
	Television Network

	Chief Information Officer and General Manager
	GE Transportation Systems
	eBusiness Transportation

	Chief Information Officer
	GE Power
	Global Power Plants


CASE STUDY 3: 
SPARTECH CORPORATION’S CIO LEADS A SMALL, EFFICIENT STAFF
Spartech Corporation was founded in 1947 and is headquartered in Clayton, Missouri.  Spartech is the largest producer of plastic sheets in the United States. Spartech has 45 manufacturing plants worldwide. Plastic sheets created by the company are used by several manufacturers to produce a variety of plastics products. 

As the business started to expand, Spartech realized the need to have a system to process plant information for orders, inventory and accounting functions. Their initial IT functions were simple and disjointed. Each plant was responsible for their IT functions. Each plant developed their information systems and way of processing the information as well as buying their all of their hardware independent of other plans and the corporate office. The plant systems did not communicate with the corporate system or with the other plant systems. Most of the information was passed manually between the plants and corporate offices. The corporation did not view the lack of information passing as a major problem. They did not make changes until about five years ago. It was at that time the company’s senior management  decided to have a fully integrated IT system that would allow the plants and corporate systems to communicate with each other. Spartech’s leadership team also realized that they did not have the right person in place to lead their systems integration project.

Michael Lane joined Spartech as the CIO in February of 2001. Mr. Lane has a financial background rather than a technical background. Mr. Lane’s only professional connection to the IT industry was as an IT auditor with Arthur Andersen. Mr. Lane worked with several IT clients auditing their processes and work flows. After completing an audit on Spartech, he was asked by senior management if he would accept the CIO position.
Mr. Lane understood Spartech’s needs and proceeded to rebuild the IT organization. His first step was to convince senior management that IT could be an integral part of the company’s business. Prior to Mr. Lane joining Spartech, IT was viewed as a “necessary evil.” The purpose of the department was to “print reports.” Mr. Lane convinced Spartech management of the contributions IT could provide to the company. His next step was to evaluate the current processing environment. Mr. Lane decided to use an integrated software package – Oracle Integrated Financials. The hardware he chose was a Sun System using the UNIX operating system. His third step was to move the existing data into the new system. Mr. Lane developed detailed plans that allowed for a smooth transformation from the old system to the new system.

Mr. Lane was also faced with the IT staffing requirements. The staff he inherited was accustomed to working in a “reactive” mode. They were not looking to integrate IT with the business processes; they were there to “fix” business problems. Since Mr. Lane is not technical, he decided to surround himself with the best technical people. He hired a technical manager that understood the business side, to run the day-to-day operations. Additionally, he replaced most of the existing staff with a staff that was open to changes and a dynamic environment. Of the 21 people Mr. Lane hired in the last 4½ years, only one employee left the company.

Mr. Lane manages a lean IT staff that consists of 25 full-time employees. He does not employ any consultants at the company. The 25 full-time employees include the software developers, help desk, computer operators and communications staff. The only aspect that is outsourced is the payroll function, which is domestically outsourced. The IT staff supports all 45 plants nationwide. They are responsible for all IT functions including development of any new reports or system functions. Additionally, they have an on-call system set up for any after-hours plant IT problems. The on-call system consists of fixing an after-hours problem the next morning, unless it is deemed “serious” by plant management. Mr. Lane describes his IT environment as “the best in St. Louis”.12 It is considered to be a relaxed environment, not a high-pressure sweatshop. Mr. Lane also describes it as a “consultant environment” where he does not keep track of the exact time of the staff’s working hours. He entrusts the staff to get the job done in a timely manner. His job, he says, is to align IT with the business needs and come up with the strategic plan to “make it work.” 
Mr. Lane’s biggest IT success was the creation of the Voice Over IP (VOIP) technology.  One of the issues Spartech’s management presented to Mr. Lane was the need to be able to log onto the corporate system at any plant they were visiting.  Mr. Lane realized that the VOIP technology would solve the problem. He set out to implement the process; however, the implementation was not without problems. The main problem Mr. Lane experienced was the technology Cisco promised did not exist. He was forced to wait on Cisco until the technology was successfully created. Mr. Lane was successful in explaining the delays to Spartech’s senior management. After the technology was implemented, senior management was extremely happy with VOIP. They were able to go to any plant in the world, log in and work.

Mr. Lane learned a lot from both the Oracle project and the VOIP project. In the Oracle project, Mr. Lane learned to “under promise and over deliver”.12  Senior management was watching very closely on every step of the project. Any delays or missteps were magnified. Mr. Lane made sure there were only minor problems and each problem was addressed immediately. In the VOIP project, an outside vendor (Cisco) could not deliver as promised. Mr. Lane had to do a lot of “spin control.” Senior management was only concerned the project was not completed on time. After working out a few issues with Cisco, the project was completed. Mr. Lane described the project as a “Type II” project. 

Overall, the three CIO case studies – Centene Corporation, Express Scripts Inc. and Spartech Corporation – identify real world examples of CIOs in transition. The following is a summary of best practices and lessons learned from these case studies and secondary research. 
BEST PRACTICES
PEOPLE SKILLS ARE CRITICAL FOR THE SUCCESS OF CIOs

As the three case studies pointed out, people skills are critical to the success of a CIO. IT executives often fight the image of being too technical, introverted and tactical. When this perception permeates through an organization, the consequences can be a loss of effectiveness. 
A Santa Clara University study notes that stereotyping creates “missed organizational opportunities.” The study further proposes that IT work “provides the best possible training ground for senior managers.” The researchers gathered data from 339 IT professionals from more than 200 public and private sector companies in several industries.15 
While people skills are important, CIOs must also have a certain level of technical expertise to handle the job. However, it is not always necessary that the CIO have a career background that only consists of IT experience. A University of Dayton study found no differences between CIOs with technical backgrounds and those with general management backgrounds. The researcher conducted extensive research by surveying 69 matched pairs of executives. The pairs consisted of CIOs and peers at the same company. 16
IT INNOVATION IS AN IMPORTANT CIO JOB FUNCTION
For leading companies to maintain a competitive edge in the global marketplace, IT innovation is an important factor. A CIO Magazine study conducted with 83 leading CIOs found that 71% said that innovation was a key element of their company’s business strategy. The study further revealed the following results:

· 80% of the respondents stated that the CIO is responsible for corporate innovation.17
· More than half of the 83 CIOs in the study said innovative IT ideas have increased in the past two years.18
· 65% said that developing innovative IT ideas is a “significant or dominant aspect of their roles.”19
In order for CIOs to lead innovative efforts, some industry leaders believe that it is vital for the CEO to optimistically support the CIO’s initiatives.20 Other industry leaders state that the CIO should be responsible for helping business units identify new IT solutions.19 The Express Scripts case study revealed an example of this as Mr. McNamee discussed developing IT solutions to support industry trends such as Consumer-Driven Healthcare.

Innovative efforts require teamwork, and organizational support of the CIO can facilitate progress. Smart companies partner with their CIO to develop innovative business initiatives.21 Furthermore, some industry leaders say that companies who want be true innovators should view the CIO role as a “teacher” or “prophet” vs. a “technologist.”22
COMMUNICATION SKILLS ARE PARAMOUNT FOR CIO EFFECTIVENESS
Clear, effective communication can help CIOs perform successfully. As Mr. McNamee from Express Scripts stated, “It’s all about communication and sharing of information.” CIOs should avoid “techno-speak” and jargon.23 When the importance of organizational communication is realized, it can have a significant impact on employee attitudes, behavior and perceptions about managing change.24
LESSONS LEARNED

STATUS IMPACTS THE CIO ROLE
CIOs in many organizations are challenged by internal perceptions. IT is often perceived as having a lower status than other business functions. Status can be defined as “recognition from the organization of the IT function’s capabilities and value.” 25 Status does matter for CIOs, and the corporate culture affects status. For example, at Express Scripts, IT partners with other business units to achieve business objectives, and this has helped to elevate the status of IT within the organization.
OUTSOURCING FOR NON-MISSION CRITICAL FUNCTIONS

Outsourcing is defined in two basic ways, domestic outsourcing and offshore outsourcing. Domestic outsourcing has been in existence for several years. Domestic outsourcing consists of having a local firm handling some part of the business process.  The most common example of domestic outsourcing is a consulting firm, such as EDS, Cap Gemini or IBM that is contracted to perform programming and project management for a host company. The outsourcing firm usually comes in for a set length of time to perform specifically defined functions. Once these tasks are completed, the outsourcing company turns over all programs and documentation to the host firm. On occasion, the host firm may ask the consulting firm to continue the working relationship for an indefinite length of time.

Offshore outsourcing is designed on the same principal as domestic outsourcing. A host firm contacts a consulting firm and contracts with them to complete some type of business need. The difference is that offshore outsourcing is primarily done by Indian firms. These firms initially offered their services at greatly reduced prices over domestic outsourcing firms and in-house talent. The Indian firms’ rates looked extremely attractive to a company’s senior management that was trying keep IT cost under control.  The initial problem with using Indian companies involved cultural differences between India and America. These differences were not realized which caused the Indian companies a lot of rework. In some cases, the rework cost companies more money than if they had contracted with a domestic outsourcing firm or if they had performed the work in house.

The current trend in outsourcing is to have non-critical business processes or helpdesk functions performed offshore. The non-critical business process would be the low-level programming functions or some type of process that does not require intricate thought and can be handled outside of the organization. They are also processes that, if they did not immediately work, would cause major problems for the organization. The help desk function is a customer service function. Companies have found it advantageous to provide 24/7, 365-days-per-year customer service. Having an offshore source, especially one several different tie zones away, allows companies to take advantage of around-the- clock customer service. 

Companies are turning to a proven best-practice philosophy in order to make the outsourcing process work for them. The best way to do this is to create and develop a test plan. A good test plan is key to being able to eliminate some of the problems associated with outsourcing. Software testers should be checkers and validators and not defect finders. Fixing problems in the testing phase can save companies time and money later in the process. If a test process is not fully developed, it is left up to the software developer to come up with a test plan. Furthermore, if this plan is not articulated, it could cause the company to do rework. Having a test plan is particularly important in the offshore outsourcing process. The outsourcing organization often has limited knowledge of the business and does not always know the best testing method. Once again, the lack of a test plan can cause rework. Rework is time consuming and costly to both the outsourcing firm and to the client firm.

Outsourcing is not without problems. There is a perception that it is taking American jobs and moving them offshore. During the past year, all 50 states and the U.S. Congress have introduced some type of anti-outsourcing legislation. According to Stuart Anderson, executive director for the National Foundation for American Policy (NFAP), the trend will continue into next year.26 Furthermore, Rescue America, a Pittsburgh-based labor organization, says that offshore outsourcing is a result of executive greed. Rescue America is in the process of “building the largest American workforce mobilization in history".27  The idea behind the mobilization to make American companies aware of problems they see with outsourcing.
IT EFFECTIVENESS SHOULD BE MEASURED
When organizations fail to measure IT effectiveness, it becomes challenging to defend IT’s role in strategic planning and innovation. CIOs who have metrics for determining IT effectiveness will succeed garnering senior management support, as evidenced by the three case studies. The consequences of not measuring IT effectiveness are corporate ambiguity and the perception of the CIO “flying blind.”28 The slow economic recovery in recent years created lean IT organizations, and this presented many companies with the opportunity to truly consider the effectiveness of their IT initiatives.
CONCLUSION
This paper presented three in-depth case studies, best practices and lessons learned about the role of the CIO. This topic has been widely discussed in the media and the IT industry for years, and the CIO role continues to evolve. 

Some industry leaders have tried to argue that the CIO role is going away. For example, J.P. Rangaswami, CIO of Dresdner Kleinwort Wasserstein, announced the following statement at the 2005 Triple I Convention:

“The role of the CIO could disappear within 10 years … it’s only a matter of 

time until every ‘C’ level officer needs to have the same level of information 

as the CIO.” 28 – J.P. Rangaswami, CIO, Dresdner Kleinwort Wasserstein
While the role of the CIO will certainly be discussed for years to come, the employment outlook for CIOs remains strong, and the position remains a stable fixture on organizational charts. As long as organizations have dedicated IT teams, there will be a need for senior management oversight of the IT function. As IT changes, so will the role of the CIO.
There is no single job description for a CIO, and the characteristics of CIOS vary by the individual and their industry and company affiliation. Some CIOs have technical backgrounds while others have general management backgrounds. Additionally, the reporting relationships of CIOs vary as well as the staffs and the budgets they manage. All CIOs are ultimately responsible for the oversight of day-to-day system operations as well as aligning information technology with key business objectives.
Successful CIOs are those who can communicate well in their organizations and lead strategic initiatives that are aligned with business goals. The role continues to evolve.
TABLE 4: CIO CASE STUDY ANALYSIS/COMPARISON TABLE
	Corporate/CIO Characteristics
	Centene Corporation: 
Glendon Schuster, CIO
	Express Scripts Incorporated: 

Patrick McNamee. CIO
	Spartech Corporation:

Michael 
Lane, CIO

	2004 Total Company Revenue

	$1 Billion
	$15.1 Billion
	$1.1 Billion

	2005 Projected Total Company Revenue

	$1.5 Billion
	$17.1 Billion
	$1.4 Billion

	2005 Annual IT Budget

	Proprietary
	$223.8 Million
	$9 Million

	Total Number of Company Employees

	6,000
	10,414 *
	4,000

	Total Number of IT Employees

	288
	1,030
	25

	CIO Organizational Reporting Relationship

	Chief Executive Officer (CEO)
	Chief Operating Officer (COO)
	Chief Financial Officer (CFO)

	CIO Career Background

	Information Technology Specialization
	Information Technology Specialization
	General Management/

Auditing



* Total number of employees does not include Express Scripts’ 4th quarter 2005 acquisition of Priority Healthcare Corporation.
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