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INTRODUCTION

In December 2011, K2 Advisory held an Executive Leadership 
Briefing for CIOs in the UK. The topic for discussion was 
“Innovation: A time for CIOs to inspire and lead”. The debate 
was held under Chatham House rules, with companies present 
from the logistics, marketing and advertising, finance, media 
and retail industries. 

 » All attendees say they make a conscious effort to bring 
innovation into the products and services IT offers, and to 
assist the company more broadly to be innovative. What 
varies quite considerably is how formal that approach is, 
what level of risk is acceptable, and what the expected 
returns are. 

 » The general consensus is that innovation comes not just 
from Board and director level, but from staff on the front 
line who can make recommendations regarding products, 
processes and operations.

 » There is a theory that if you can spend less on running IT, 
there will be more to spend on things that can help the 
organisation to innovate. However, based on the feedback 
of the CIOs involved in this discussion, this is far from 
being the case in every organisation.

 » CIOs who are successfully pin-pointing relatively small 
projects that can have a big impact on the business are the 
ones with strong relationships with their line of business 
colleagues. 

The following paper looks at some of the discussion points 
that were raised during the course of the debate, which was 
chaired by K2 Advisory Research Manager, Kate Hanaghan. 
The briefing was in association with Microsoft, with input from 
its Lead Technology Evangelist, Matt Ballantine. 

 » CIOs are generally optimistic about how innovation can 
be used, but a key challenge remains, and that is: how to 
engage with the vendor community for the best possible 
outcome.

 » The ongoing (and in many cases, increasing) requirement 
for innovation will mean that CIOs will see changes to the 
way they are expected to work. Understanding, assessing, 
trialling and explaining new products and technologies will 
become an even more critical part of the role.

 » The democratisation of technology means that 
departments outside of IT will continue to build their own 
technology knowledge base, and continue to make their 
own technology investments. In the extreme this could 
mean that the traditional role of the CIO becomes defunct. 
However, one of the benefits of the democratisation of 
technology is that it becomes “easier to have meaningful 
conversations” with line of business colleagues.

SUMMARY POINTS
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THE DEBATE

 We firstly wanted to understand from the decision 
makers gathered how their approach to innovation varies, 
depending on their sector, the financial and competitive 
conditions within which their organisation operates, and their 
personal views/experience. What we found, almost without 

 Some organisations - where low margins are par for 
the course - find themselves in a cycle that’s hard to break out 
of. One of the important objectives IT will be asked to support 
is an increase in margin – so it is therefore difficult to justify 
increased investment into what might be considered ‘risky’ and 
‘non-essential’ projects where payback is not guaranteed. This 
means that often IT is restricted from creating a formal strategy 
for innovation, and instead an “as and when” approach is 
taken. For example, one CIO said: “We tinker with stuff from 
time to time and have no formal roadmap.” Nonetheless, 
the feedback from CIOs who operate in typically low margin 
sectors is that innovation does have an important role to play in 
terms of helping them to hit their objective of tightening costs. 

On the flip side of this are organisations that operate in fast-
changing and highly competitive markets. As one attendee put 
it, it’s “do or die!” If you look, for example, at the publishing 
or retail industries, there is enormous pressure to innovate 
in order find a model that excels in the Web 2.0 era. In these 
organisations, you do tend to find that the IT department 
has developed a more bullish approach to innovation – for 
one prime reason: it has been heavily sanctioned by the 
Board who realise it is imperative for ongoing profitable 

 A big pitch from the vendor community around 
innovation has been that it can be funded by the savings it can 
help to make - most typically on reducing the cost of legacy 
assets. These existing systems can account for anything 
between 70 and 80% of the total IT budget – so the theory is 
that if you can spend less on running IT, there will be more to 
spend on things that can help the organisation to innovate. 
However, based on the feedback of the CIOs involved in this 
discussion, this is far from being the case in every organisation. 
“If we take costs out, we don’t get to see it again,” was 
an opinion expressed by several people. Indeed, one CIO 
explained that IT’s core objective is to reduce costs, meaning 
that transferring savings to the investment pot defeats the 
object. 

Approaches to strategy

The differences

Funding fundamentals

exception, is that everyone makes a conscious effort to bring 
innovation into the products and services IT offers, and to 
assist the company more broadly to be innovative. What will 
vary quite considerably is how formal that approach is, what 
level of risk is acceptable, and what the expected returns are.

growth. Furthermore, there is evidence to suggest that those 
organisations that have a formal strategy in place are also 
more forgiving when it comes to acknowledging that it is 
sometimes ok to fail. Even the most competitive sectors accept 
this because it is understood that when great, innovative new 
products are developed the possible rewards are substantial. 

Amongst the companies who took part in this debate, the 
general consensus was that innovation comes not just from 
Board and director level, but from staff on the front line who 
can make recommendations regarding products, processes 
and operations. However, there is a division between those 
companies who proactively seek input from all staff and those 
who do not. And again this often relates to whether there is 
a formal strategy in place, or not. As one participant put it: 
“Innovation is also about giving air time to people that have 
ideas.” 

Overall, companies report varying levels of success from their 
approaches, but no-one that took part in this debate argued 
that trying to be more innovative is a waste of time.

The situation is different at another organisation, where 
innovation has been put at the heart of how IT operates under 
a formal strategic approach. This might also be the case 
because at this company the CIO is in a powerful position, 
driving many of the changes and projects that will determine 
the company’s commercial success now and in the future.  
For another CIO, the solution has come in the form of how he 
‘protects’ funding. He explained that he keeps his “run” fund 
and his “change” fund separated, meaning that funds for 
innovation can be ring-fenced and subject to a different set of 
criteria for increase/reduction.
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 Developing a network of good relationships across 
other lines of business is a critical part of enabling innovation. 
You need to be able to satisfy demand for improvements in the 
services and kit you provide, but in return you need the help of 
your colleagues when it comes to ensuring uptake and usage. 
For example, one company present at the debate explained 
how uptake of Lync, the unified communications tool, went 
from nothing six months ago to very frequent use now - to the 
extent that the company is looking to remove all existing video 
conferencing in 2012. The head of IT described the “stealth 
adoption” process, which started with promoting it to the 
regional businesses and the executive board initially. Within 
months demand for the system increased to the point where 
“now everyone wants to use it”.

From our discussion it’s clear that the CIOs who are 
successfully pin-pointing relatively small projects that can 
have a big impact on the business are the ones with strong 
relationships with their line of business colleagues. By this we 

 What became very clear during the K2 Advisory 
debate is that most CIOs understand that innovation certainly 
has a role to play in the way they run their department and 
the way the department services the organisation. They are 
generally optimistic about its application, but a key challenge 
remains, and that is: how to best engage with the vendor 
community for the best possible outcome. 

It has to be said, there is a not insignificant degree of cynicism, 
with one participant expressing that he has to “go through 
the pain of talking to suppliers” in order to get to the point 
where he is able to buy something that is fit for purpose. 
Another added that: “We have had mixed experiences of 
working with vendors. Some offer technology that is just not 
an appropriate solution. However, sometimes they will keep 
pushing it regardless of this fact.” Furthermore, there is the 
feeling that suppliers could do more to assist once a solution 
has been selected and is being rolled out. We heard from one 
CIO who commented: “We need vendors to become better 
at developing proof of concept – better use cases need to be 

 K2 Advisory’s view is that organisations should 
consider four main areas to ensure the success of attempts 
to be more innovative: tools, processes, strategic direction 
and funding/investment. Without all of these in place, it can 
be very difficult to run a successful innovation programme. If 

Influencing other lines of business

Optimising vendor engagement

The role of the CIO – present and future

mean that the CIO has a genuine understanding of what is 
holding LoBs back day-to-day and is prepared to commit to 
what might be considered a small and trivial project in the 
grand scheme of the IT strategy.

We heard about one simple but very successful (and 
relatively cheap) innovation at one of the companies 
present. The marketing team had for some time been 
requesting iPads. They wanted a digital format for their 
collateral in order to improve the look and feel of the design, 
while having the ability to update the content at regular 
intervals (thus ensuring consistency in what is presented 
to clients and reducing printing costs). The benefits from 
what was a relatively modest investment by IT were rather 
significant. Firstly, the savings made by eradicating regular 
print runs were substantial. Secondly, the IT department 
won some quite significant positive internal PR from the 
process. As the CIO put it: “It’s nice to see IT viewed as 
interesting and exciting!”

made available. And for new tools, such as things like Yammer, 
we need to receive better education on how we might optimise 
adoption and usage by our users.”

There are several factors that affect how competent a vendor 
is when it comes to supporting the CIO’s endeavours to be 
more innovative. For example, how valuable your account is 
to them (in either revenue or strategic terms), what type of 
services they provide (e.g. outsourcing versus provision of 
SaaS), and whether they maintain formal Innovation agendas or 
scorecards for their clients. One CIO commented that: “Smaller 
companies with whom you spend a lot of money tend to be 
more innovative partners.” But there are varying viewpoints 
around this, including the case for large technology companies 
who have significant R&D muscle. It is, however, important to 
remember that there can be shortcomings on both sides of 
the fence. CIOs need to be able to very clearly articulate to 
the supplier which problems they would like it to address, by 
first understanding these through working closely with lines of 
business.

your Board is not committing to all four elements you should 
be very wary about whether the call to innovate is more than 
just management lip service or naivety. Figure 1 shows these 
four areas, with the grey shaded section showing the prime role 
CIOs play.
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 The CIO has a critical, if not always a lead, role to 
play in enabling innovation in organisations. The ongoing (and 
in many cases, increasing) requirement for innovation will 
mean that CIOs will see changes to the way they are expected 
to work. For example, one CIO at this K2 Advisory briefing 
explained that he can quite realistically see a point when his 
team will be expected to deliver solutions in hours or days, 
rather than weeks or months. Furthermore, as we reference in 
Figure 1, understanding, assessing, trialling and explaining new 
products and technologies will become an even more critical 
part of the role. One CIO remarked that the “CIO might more 
aptly come to stand for Chief Interpretation Officer”. He added: 
“The jigsaw pieces are changing but we still have to produce 
the picture. We’re asked to make sense of it all.” 

Furthermore, the democratisation of technology means that 
departments outside of IT will continue to build their own 

Figure 1: Source – “The CIO’s role in enabling innovation”, K2 Advisory 

technology knowledge base, and continue to make their own 
technology investments. In the extreme this could mean that 
the traditional role of the CIO becomes defunct (one CIO 
bravely predicted this could happen by 2015), replaced instead 
by an all round business advocate with responsibility for IT. 

One of the benefits of the democratisation of technology is 
that it becomes, as one CIO put it, “easier to have meaningful 
conversations” with line of business colleagues given their 
increased experience and knowledge. He added that with 
more line of business input, there is the chance for the CIO to 
“recolonise the strategy space”. In other words, while the IT 
function may become less centralised, the IT strategy will stay 
firmly under the wing of the CIO.
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TOOLS PROCESSES STRATEGIC 

DIRECTION

FUNDING

e.g. Ideas 
generation and 
collection platform; 
collaboration tools.

e.g. Training; 
staff appraisals; 
idea campaigns; 
escalation of ideas 
to implementation.

e.g. What are 
the outcomes 
the business is 
looking to achieve? 
What needs to 
be improved or 
created?

e.g. Is there a ring-
fenced budget?; 
is this dependent 
upon successful 
outcomes? Who is 
responsible for it?

Consider: Which are 
the most appropriate 
suppliers? Should 
you adapt what you 
have or opt for new 
tools?

Consider: Could you 
pitch more ideas/
solutions to support 
the above?

Consider: To what 
degree can you 
contribute to this? 
Is IT expected to 
support the strategy, 
not drive it?

Consider: can you 
demonstrate how IT 
can help to reduce 
the cost of funding 
innovation?

CIO

CIO >>provides supporting infrastructure

CIO >>> needs to understand business KPIs

CIO >>> needs to work collaboratively with relevant roles to secure funding for 
right tools



THE MICROSOFT VIEWPOINT – MATT BALLANTINE, 
LEAD TECHNOLOGY EVANGELIST

ABOUT K2 ADVISORY

 The IT industry makes a habit of proclaiming quantum 
leaps, but the changes that we are experiencing at the current 
time are impacting the business landscape in more significant 
ways than we have seen for many years. Cloud services and 
the consumerisation of devices have meant that anyone within 
an organisation is now a potential procurer of technology 
services. High levels of capital investment and specialist 
technical expertise no longer form barriers to technology 
innovation happening anywhere.

In that context, the role that the CIO and IT department play 
in the fostering of innovation within organisations will depend, 
to a great extent, on how much the organisation regards 
technology as a driver of its primary business objectives and 
a creator of competitive advantage. An innovation agenda 
aided by technology is a business strategy that will be owned 
by stakeholders across a business – an IT strategy around 
innovation will tend to focus on cost and efficiency within IT 
operations.

K2 Advisory is a research and advisory company focusing 
on the needs of CxO decision makers. K2 Advisory also runs 
the CIO Research Forum, which currently has almost 1200 
CIO members. The Forum is a resource for CIOs, their senior 
colleagues, and their suppliers. It is a source of independent 
research and advice, analyst interaction and face-to-face 
networking for buyers and technology suppliers. The strength 
of the Forum comes from its research community of UK CIOs 
that participate in the independent programme run by K2 
Advisory. Our Executive Leadership Briefings enable us to 
discuss the findings of our research with C-level decision-
makers, and share discussions about challenges and best 
practice approaches.

Looking forward, the value that the CIO and IT team can 
provide within their organisation is likely to be focused on them 
having a unique understanding of the use of technology within 
the context of their organisation, and the organisation’s needs 
and strategic direction. Within a much more decentralised 
technology landscape, the CIO runs the risk of trying to 
manage the impossible: having accountability for the 
governance of technology, data, security and their associated 
costs, but with no control over selection, purchasing and 
consumption of the services.

Repositioning the CIO as a trusted advisor, rather than service 
owner, might overcome this dilemma. In this role, the CIO 
would become more like a company Chief Counsel heading 
an in-house legal team: responsible for raising awareness 
of issues and providing good counsel to people across the 
organisation, giving risk analysis of potential paths, but leaving 
accountability for decisions made and their outcomes to those 
making the business decisions.

Membership of the Forum is by invitation or recommendation 
in order to ensure the quality of input, debate and networking 
opportunities. If you would like to be considered for 
membership, please contact:

Kate Hanaghan: 
Research Manager, 
kate.hanaghan@k2advisory.com
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