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Preface

Inthe 1990s | sat in the office of a CFO of what was then a Fortune 100
company. Hewas not happy about the annual technology bill. Back then—
and for decades before—technol ogy wastactical. He said something about
technology being hislast unmanaged expense. | gave himalist of 10 things
we should do to improve the cost-effectiveness of our technology investments.
Hetold meto come back when therewere only threethingsonthelist. There
was no appetite for long discussions about what waswrong — or right —with
technol ogy, and there was an expectation that technol ogy expenses could be
reduced by focusing on thetop three problems.

The conversation was anything but strategic. It wasabout technology asreal
estate, or technology asfurniture, something we had to have, anecessary evil,
acost incurred to support the transactions that made usmoney. The business
itself was never discussed. It wasalmost asif technology existed indepen-
dently of businessmodelsand processes.

| sthis episode representative of thetension that still exists between “business’
and “technology” in many companies, and thelack of synergism between busi-
ness and technology initiatives? Unfortunately, yes. Butin order to beasfair
aspossible, let’s place such episodesin the context of the evolution of busi-
nesstechnology. The 1970s, 80sand early 90s all constitute the 1% digital
revol ution, when enterprise computing and communications technol ogieswere
deployed within countless small, medium and large corporations. But since
the mid-1990s, the capabilities and purpose of technology have evolved from
the back officeto the front office, from keeping the booksto touching cus-
tomers. Thetransitionfrom “tactics’ or “operations’ to “ strategy” marksthe
beginning of the 2™ digital revolution.
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Theearly e-businessinitiatives—the Web siteswe all had to havein the mid-
to late-1990s—weretheresult of creative thinking about how to reach cus-
tomersthrough the connectivity enabled by the Internet. These initiatives—
embodied in e-business model s like those offered by Amazon.com and eBay
aswell asjust about every company on the planet that had someform of Web
presence— represented first generation businesstechnology synergism - the
very same synergism thisbook arguesisthe new strategic imperativefor the
21% century.

Synergism? Reaching customers 24 hours aday, seven daysaweek isonly
cost-effective through the use of low-cost accesstechnol ogy likethe Internet.
And reaching customers 24/7 isgood business sinceit’slikely toresult in
happier customers (who are also likely to buy more products). The 24/7
businessgoal cannot be cost-effectively achieved without I nternet technol -
ogy, just asInternet technol ogy needs good businessmodelsto justify its(even
cheap) existence. Synergism hereresultsin awhole greater than the sum of
the parts.

Thisbook isabout the macro trendsthat our research and practiceindicate
are gaining momentum. The businesstrend iscollabor ation, which means
that companies are connecting with their employees, customers, suppliersand
partnersin new, continuousways. The second trend istechnology integra-
tion, which meansthat those systemswe all use to keep the books, commu-
nicate with customers, and keep our employeesinformed are starting to share
dataand use each other’sanalysesto trigger collaboration. Theintersection
of thesetrendsresultsin apowerful businesstechnology synergism.

Thekey point isthat business collaboration and technology integration are
intertwined. Collaborationisincreasingly enabled by technology and technol -
ogy isincreasingly integrated, and therefore capabl e of supporting collabora-
tive business model sthat assume both process and dataintegration. Business
technology isstill “tactical” and “ operational” —computers and networks still
have to work —but it’'s also now very “strategic” — it can make or break a
company, especially asbusi ness collaboration and technol ogy integration trends
accel erate and companies discover how to make existing business processes
more efficient while they add new collaborative processes.

Business and technology are no longer disconnected, no longer part of apro-
cessthat beginswith questionsabout “business’ and endswith decisions about
“technology.” The perspective hereisthat discussionsabout businessor tech-
nology cannot occur without the other.

At the simplest level, this book is about how companies can increase the
return on their technology investments. But it’s not abook about how to
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calculateROI. Instead, the book challenges executives and managersto think
differently about the rel ationship between business and computing and com-
muni cations technology —you know, the stuff you spend tons of money on
year after year inthe midst of suspicionsabout itscontribution to profitability
and growth.?

Thebook explainshow therel ationship worksand how it should evolve, where
it'sbeen and whereit’sgoing. All of the arguments are based upon assump-
tionsabout how businessis becoming more collaborative and how technology
isintegrating. Collaboration and integration are changing everything, butin
thewake of the dot.com collapse and the decreasein capital technology spend-
ing that followed, we now find ourselves at a crossroads. We can continueto
assumethat technology spending swingswith the larger capital market pendu-
lumorwecanlook at it all differently.

Theimplications of the collaboration/integration perspective spill over into
how we devel op strategies and operate our companies. Two quick examples.
“Customer relationship management” (CRM) isboth abusinessmodel and a
technology. The business objective of connecting and servicing customers,
suppliersand partnersisenabled by CRM systems sold by software vendors
like Siebel Systemsand SAP. Call center support isalso enabled by technol -
ogy, which provides 24/7 I nternet accessto frequently asked questions (FAQS)
and, as customer satisfaction surveysindicate, produces happier customers.
There'san additional advantage to Internet-based call centers: they permit
companiesto reduce the number of call center operatorsthey haveto hire.
Both of these exampl es highlight the thin line between business and technol -
ogy. Without a business model and technology, neither CRM or call center
initiatives could succeed.

Which comesfirst, business or technology? There are people in your com-
pany aways thinking about how to improve or extend business processeslike
CRM, call center management, marketing, up-selling and cross-selling. And
there are a so people always thinking about technol ogy, about how to manage
data, accessinformation and keep everyone connected. Thebig changeisin
theinnovation process. Where most new businessideas used to come prima-
rily from the business side of your organization, new businessideas can now
just as often come from the technology side—aswell asfrom both —which,
I’ll argue here, will yield the most successful new ideas.

The business technol ogy relationship today istheresult of the evolution of
technology, the result of technology’sjourney from hardware and software
piecesthat barely worked and seldom fit together to acceptablereliability,
and business’ consistent appetite for information that’s efficient and cheap.
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Businessrequirements—which wererelatively stable during thelast quarter of
the 20" century — neverthel ess outstripped technology’ s ability to deliver bul-
let proof performance. Technology vendorsand businesstechnol ogy consult-
ants exploited the lopsided evolution —not maliciously, but as businessmen
and women who saw opportunitiesto sell alittle, deploy alittle, and then sell
somemore—even if what they were selling was half-baked. Many companies
have struggled with technology, loving it and hating it along theway. By the
late-1990s, things actually began to improve. Hardware and software be-
came much morereliable, which freed managersfrom thedaily * putting-out-
the-brush-fires” drillsthat distracted them from strategic business technol -
ogy planning. We were also appropriately distracted by the need to make
sure our computers and networks kept working on January 1, 2000 and
that we had “killer” e-business modelsto stake our claimsto the new digital
economy.

The disconnect between business questions and technology answers accel er-
ated just when seriousintegration technol ogies began to appear, when tech-
nology vendors began to maketheir hardware and software more compatibl e,
easier to inter-connect and even willing to accept data and analyses from
competitors systems.

Business model s began to get collaborative conceptually when managers be-
ganto understand the value of monetizing “ customer lifecycles’ through up-
selling, cross-selling, personal service and other businessmodelsthat followed
customersthrough the stages of their personal and professional lives. These
models always made sense, but were difficult to implement because the nec-
essary business connections among the partiesdidn’t exist and because our
technology didn’t integrate. Technology integrationisenabling real collabora-
tion, likethe CRM and call center examples discussed briefly above.

Over theyears, alot of business creativity was stifled by our inability to keep
computer operating systems, applicationsand networksfrom crashing. Now
we have theluxury to think about collaborative business models, like supply
chain planning, personalization, customization, and automation, among other
waysto connect employees, suppliers, customersand partners. We'll talk a
lot about these model sin the book, model sthat have always been conceptu-
ally elegant, but are now enabled by digital technology that’sintegrated and
reliable.

It’'simportant to understand the period from 1995 to 2000 —in spite of our
obsession with the Year 2000 problem and e-business — as the period that
built the foundation upon which serioustechnol ogy integration now rests, and
the time that launched serious collaborative business models. Inall of the
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collaborative businessmodels. We'll focusheredirectly on these hugethough
relatively under-hyped trends.

If you’ resitting inside of acompany that buys and deploys businesstechnol-
ogy, you'll lovethisbook. Thisisabuyer’sbook. It'sabout the business
technol ogy relationship asengineered by those who run al kinds of businesses.
If you’ re atechnology vendor, the book will explore the depths of thelove/
hate relationship that sometimes exists among you, the businesses that buy
your products and the consultantswho wrap them in lucrative services. The
good newsisthat you' refinally starting to embrace some common standards
that make business technology convergence possible. Theobjectivehereis
to get everyonetal king candidly about what needsto happen next, about how
businessand technology can profitably converge. The savvy consultantswho
participatein these conversationswill likewhat they hear.

The book is about how business and technology are now — and forever —
inseparable, life-long, inter-dependent partners. 1t'sabout the maturity of the
businesstechnology relationship and how it can be exploited for competitive
advantage, and it’s about how to optimize the rel ationship by tweaking how
we manage the acquisition, integration and support of businesstechnology.
It'sultimately about alittle business, alittle technology, and awholelot of
forward-thinking common sense.

Per spective

Agebringsafew advantages. One of themis perspective. | could not have
written thisbook five yearsago. | just didn’t know enough about how all the
piecesfit together. Likealot of “technologists,” | rounded out my under-
standing of the rel ationship between business and technology relatively latein
my professional life—or only after I’ d seen businesstechnology from several
very different perspectives, some successful and some horrendous.

So hereweare. Theinterplay between business and technology has evolved
to the point where the conversationsin this book can actually occur —and
might actually make sense. Chancesareyou’ ve spent alot of timeand money
figuring out how to optimize the rel ationship between your businessand com-
puting and communicationstechnology. When you addit al up, we' re spend-
ing well over atrillion dollars ayear on hardware, software and services.
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Maybeyou' re spending millionsor tensof millions. A few of you are spending
billionseach and every year on these bellsand whistles. Well into thetrenches,
according to the Gartner Group, lots of us are spending around $4,500 per
year, per user to support wireless personal digital assistants (PDAS). Yeah,
that’sright. Those cutelittle devicesthat your senior —and not so senior —
managers play with all day are costing your company $4,500 per year ...
each. Canyoufind the business casefor theselittle darlings?

WEe're at aunique point in time when three things are absol utely true:

*  Computing and communicationstechnology isactually starting to work.
The stuff iscoming together in wayswe couldn’t imagine 10 years ago
and had trouble describing even five years ago.

*  Businessmodelsare morphing (partially because of technology and par-
tially for other reasons) and they’ re morphing toward collaboration, sup-
ply chainintegration, personalization and customization, among other
connectivity-based modelsand processes.

*  Theinetiaof old businesstechnology management practicesisstill, how-
ever, driving most of our technology investment decisions, still driving us
toward piecemeal applications, ill-conceived sourcing and staffing strat-
egies, crazy organizational strategies, and metricsthat measure thewrong

things.

Since 2000, there have been aseries of high profile challenges about the value
of information technology, and whether or not I T isstill really important. For
example, Paul Strassmann (www.strassmann.com) has argued for years that
investmentsin technology do not predict profitability or growth. Morere-
cently, longitudinal research reported by Joyce, Nohriaand Roberson in What
(Really) Works (Harper Business, 2003) reports“ no correl ation between a
company’sinvestment in technology and itstotal returnto shareholders.” All
of these— and other — arguments are made in Nickolas Carr’s now famous
piecein the Harvard Business Review with the provocativetitle: “I'T Doesn’t
Matter.”2 Carr isconvinced that technology’s strategic impact hasrunits
course, that the technology playing fieldisnow level.
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Has Everyone Lost Their Minds?

Should we believe that computing and communicationstechnology arefrauds,
that they bring very little to the competitivetable, that the $1+ trillion ayear
that U.S. companies spend on hardware, software and technology servicesis
somehow misspent?

Argumentsthat I T nolonger mattersare horribly flawed. Infact, we're con-
fusing severa healthy trends with what some see as declining influence. For
example, there’ sno question that PCs, laptops and routers are commodities.
Even some services—like legacy systems maintenance and data center man-
agement — have become commoditized. Are PCs, PDAsand servers*strate-
gic”? Of coursenot. But if we botch the acquisition of these devices, or fail
to adhere to sound management practices like standardization, they become
tactical liabilities. Far frombeing irrelevant, they’ reactually tactically neces-
sary and potentially dangerous.

Another misinterpreted trend istheincrease in discipline used to acquire, de-
ploy and manage technology. We' re much more sophisticated about the use
of business cases, total cost of ownership models, return on investment calcu-
lations, and project management best practices than we were a decade ago.
Put another way, the acquisition and management of technology has become
routine, no longer the high profile, ad hoc processit once was. Doesthis
mean that it’sno longer important? I’ d arguethat our ability to more skillfully
acquireand manage I T isanindicator of maturity, not unimportance.

Another trend that seemsto confuse the technol ogy-doesn’ t-matter crowd is
our willingnessto outsource technology. Companiesarere-evaluating their
sourcing strategies and have lengthened the list of potential candidatesfor
partial and full outsourcing. Some of theseinclude help desk support, pro-
gramming and application maintenance. If weextend thistrend, it'slikely that
we'll seealot more hosting of even large applications—like enterprisere-
source planning (ERP) applications—that companieswill increasingly rent (to
avoid implementation and support problems). But doesthistrend spell the
end of IT? Hardly. Outsourcing trendsdovetail perfectly with commoditization
trends. Companies have correctly discovered that they don’t need to de-
velop core competenciesin maintaining PCs or supporting Microsoft Office—
and why should they? Thiskind of support should beleft to specialistswho
can offer economiesof scale, reliability and cost-effectiveness.

Thereal story hereisnot commoditization, discipline or outsourcing, but the
separation of technology into operational and strategic layers. Operational
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technology iswhat’s becoming commoditized. Strategic technology isalive
and well —and still very much acompetitive differentiator. 1t'seven possible
to arguethat since operational technology has been commoditized, we' refi-
nally ready to strategically leveragetechnol ogy.

Operational technology enables current and emerging business modelsand
processesin well-defined, predictable ways. Hardware price/performance
ratios are perhaps the most obvious exampl e of thistrend, but there are others
aswell, including what we' rewilling to pay for programming services (here
and abroad). We now expect companiesto excel inthe acquisition, deploy-
ment and management of operational technology. We expect them to know
what they’ re doing here—recognizing that mistakes can be extremely costly
and even threaten acompany’s position in the marketplace. Far from being
irrelevant, given the size of our technology budgets and our growing depen-
dency ontechnology, it'sessential that we get the operational layer right. Many
companiesarevery good at it. Some companiesare horrible. There’shuge
opportunity —and risk — here. Try telling a CEO that abotched $100M ERP
project doesn’t matter.

Strategic technology on the other hand isthe result of creative businesstech-
nology thinking where, for example, aWal-Mart streamlinesitssupply chain,
a Starbucks offerswireless accessto the Web to itsretail customers (to keep
them insidetheir stores spending money), and aVanguard leveragesits Web
siteto dramatically improve customer service. There snolimit to how strate-
gic the businesstechnology relationship can be. Again, the exploitation of
strategic technology —like customer rel ationship management (CRM) and its
personalization and customization cousins—is dependent upon solid opera-
tional technology. The sameistrue of wirelesscommunications, automation
and dynamic pricing. Youmeanto tell methat the ability to changewholesale
andretail pricesinreal-timeisnot strategic?

Strategic technology isliberated by operational technology. How muchtime
did we spend putting out operational brush firesin the 1980s and 90s? Was
thereany timeleft to think strategically? A lot of basic hardware and software
just didn’t work that well back then, but now technol ogy’sreliable and cheap
—and now there'sfinally timeto strategically leverage technology —so long as
the distinction between operational and strategic technology iswell under-
stood. Marching orders? Solid operational technology that enables creative
strategic technology. If we get thisrelationship right, technology can contrib-
utedirectly to efficiency, profitability and growth. Thinking about business
and technology holigtically will help.
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Organization of the Conver sations

Chapter | talks about the stakeholdersin the business technology sweep-
stakes. Whilewe might sometimesthink that finance, marketing, salesand
product development professional s are disconnected from technol ogy invest-
ment decisions, Chapter | will introduce them all as part of amanagement
team that has vested interestsin businesstechnol ogy decisions, since none of
them canreadlly do their jobswithout business and technol ogy.

Chapter 11 setsthe stage for the business collaboration and technology inte-
gration discussionsthat will follow. Chapter Il explainswherethe business
technology relationship has been and the factorsthat areinfluencing it today.

Chapter 111 describesthe collaborative business model sthat are appearing as
fast as we can leverage technology to support them. All of these models
assume connectivity among customers, employees, suppliersand partners.
They include modelsthat link suppliers, distributorsand sellers (supply chain
planning and management), model sthat use prior information about custom-
ersto personalize and customize connectivity, and model sthat even assume
the value of completely automating transactions. Chapter |11 also talks about
thetrust that must exist for collaborative business modelsto work.

Chapter 1V talks about the different kinds of technol ogies out there that en-
able and extend collaborative business models. Some of theseincludeinfra-
structure technol ogies|ike database management, transaction applicationslike
enterprise resource planning (ERP) and customer rel ationship management
(CRM) systems, and communicationstechnologieslikewirelesscell phones,
personal digital assistants (PDAS) and virtual private networks (VPNs). The
trick isto understand what these technol ogies do — not how they’ re made.
WEe' | focus on how these and other technol ogies enabl e and extend emerging
collaborative businessmodels at alevel that makes sense for managers.

Chapter V describes some alternative organizationa structuresyou might con-
sider asyou try to make the business technol ogy relationship productive. The
chapter challenges some of the moretraditional reporting relationshipsand
even questionsthe need for an official Chief Information Officer (ClO).

Chapter V1 focuses on businesstechnol ogy discipline—the processesby which
we devel op collaborative business strategies and buy and deploy computer
hardware and software. Chapter VI focuses on business scenario devel op-
ment, the devel opment of business cases, project management and return-on-
investment (ROI) cal cul ations to measure business technol ogy investments

impact.
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Chapter V11 talks about the kind of people necessary to maketherelationship
between business and technology productive. It offers some suggestionsfor
assessing people and measuring the skills gap between what you need and
what you have. It also offers somerules of thumb for considering how much
activity to outsource.

Chapter VII1 wrapsit all up with apicture—exactly like the one that appears
below —that illustrates the synergism between emerging collaborative busi-
ness models, technology that’sintegrating, and business technol ogy manage-
ment best practices.

A Little About the Tone of the Book

Thisbook iswritten alittle differently than most books about businesstech-
nology. I'vetriedto write abook that wasrelatively easy toread. Infact, |
tried to write abook that was almost funto explore. Thetoneisdeliberately
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conversational. There's also a story embedded in the book, a drama that
takes placein just about every corporation out there. Seeif you can predict
theending.

The Take-Aways
from the Conversations

When you finish the book hopefully you’ Il spend lesson—and get awholelot
more from —the business technology investments you make. | guessif the
book were soap, I’ d offer aguaranteethat if you didn’t comeout cleaner I'd
refund your money (but sincethisisthe publishing business, logistics prevent
any such promises). | will, however, bereally disappointed if after these
conversationsyou still think the sameway you did about businesstechnol ogy
—and the management best practices around acquisition and deployment —
beforeyou read the book. Your guaranteeismy fear of embarrassment.

But when all’ssaid and done, The 2™ Digital Revolution isabout redefining
the rel ationship between business and technol ogy in your companies. While
debates rage on about the virtues of outsourcing, whether or not Linux will
really threaten UNIX and Windows, and if IBM canreally deliver “on de-
mand,” thereal challengeisto get businessand technology to integrateinto a
whole much greater than the sum of their parts. Thelate Bob DiStephano—
the highly respected CI O of the Vanguard Group —used to say, “ Thereare no
technology decisions—only businessdecisions.” Bob wasahead of histime.
But now Bob’stime has caught up to usall. The conversationsin thisbook
should help you think about technol ogy as business and the business of tech-
nology much moreholisticaly.
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lar contributed to the book. | used the materialsin classover along period of
time. These studentswere atough audience. Their questionsand challenges
were excellent —and hel ped focus the discussions on theright things.

Otherswho have flavored my thinking over theyearsinclude Craig Fields,
Bob Kahn, Nick Negroponte, Roger Schank, Bob Fossum, George Hellmeier,
Bob Young, Dexter Fletcher, Jon Wilkenfeld, Jerry Hopple, Demetri
Papademetriou, Len Adelman, Lee Ehrhart, Al Davis, Peter Freeman, Dick
Fairley, Dick Lytle, Paul Weinberg, Mark Broome, John Pacy, Sam Palermo,
Andrea Anania, ChrisPacitti, Larry Meador, Mike Burns, Anne Wilms, Jim
Ounsworth, Rob Adams, Brian Dooner, Dick Guttendorf, Bob McParland,
Bob Nydick, Tim Monahan, Steve Fugale, John Carrow, Matt Liberatore,
Steve Zarrilli, Lee Yohannan, Jon Brasington, Jon Carrow, Joel Adler, Ralph
Menzano, Jeff Worthington, Jeff Miller, Lucinda Duncalfe Holt, Vince
Schiavone, Scott Overmyer, Charlton Monsanto, Frank Mayadas, Jerry Wind,
Scott Snyder and Paul Schoemaker. They al contributed —whether they real-
izeit or not - to aspects of thisbook. Max Hughes deserves—and demands
—gpecial mention. Heread some early chaptersand whilehe*“liked” them, he
also complained about their lack of “actionable” content. So | reworked the
content to satisfy his—and I’ m sureyour —desirefor insight you can actually
use.

My lifelong partner, Denise, supported the entire journey. Without her sup-
port projectslikethiswould simply never happen. I’ vebeen at thisfor along
time now and she'salwaysbeen there. My daughters, Katherine and Emily,
provided some serious grounding along theway. Intheir own uniqueways,
they influenced the form and content of thisbook. |1 wonder what they thought
about dad sitting in front of amachineat all hours of the day and night spewing
out word after word. | should ask them.

I’d also like to thank the Labrecque family. Itisan honor for meto hold the
ThomasG. Labrecquechair of businessat VillanovaUniversity. Mr. Labrecque
was a compl ete business professional and aman who'’s personal values and
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professional business decisions worked side by side for decades. Unlike
many who have gained infamy over the past few years, it iscomforting to
know that some incredibly successful peoplewere also some of the very best
people. Mr. Labrecque wasone of theincredibly successful good guys. The
chair that he endowed enabled meto pursue much of theresearch that led to
thisbook. Thank you, sir.

Thanksto everyone, we have abook here. Hopefully, it will help usget from
oneplaceto another. Atthevery least, if you read thisbook you' Il saveaton
of cash. At best, you' |l position your businessto succeed inthe 21% century.

Steve Andriole
Bryn Mawr, Pennsylvania

Endnotes

1 Themost recent suspicions appeared in Nicholas Carr’s. “I1T Doesn’t
Matter,” Harvard Business Review, May 2003.

2 Nicholas Carr, “IT Doesn’'t Matter,” Harvard Business Review, May
2003.
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Chapter |

Who'sHere?

All conversationshaveparticipants. Inthiscase, they includeall of thedecision
makersthat directly or indirectly influence the nature and direction of the
businesstechnol ogy relationship. It’ simportant to understandwhothey are,
what they believe, how they prioritizeprojectsandthepoliticsimplicitintheir
roles.

It'shardtosay if thisisadinner party, acorporateretreat or just oneof those
long meetingsthat happen every day. Regardlessof thevenue, wecandescribe
theguest list. There sno questionthat someof theguestswill talk morethan
others, and somewill leavetheseconversationswithadifferent perspectiveon
who they are, what they do, and how business and technology need to
converge.

Sowho arethe participants?

»  Chief ExecutiveOfficers, Presidents, and Chief Operating Offic-
er swhooftendon’ tknow all that much about technol ogy but who arenow
looking closely at rising busi nesstechnol ogy budgetsand how computing
and communicationstechnol ogy can be bothtactical and really, truly
strategic.
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»  Chief Financial Officer sandtheir henchmanwho moreoftenthan not
seetechnology asagiant sinkholeinto which they continuously pour
money, but who al sowant to exercisebest acquisition practicesasthey
try toreinvent themselvesasoffensive—rather than defensive—players.

*  “Technologists’ —Chief I nformation and Chief Technology Officers
(andtheir technol ogy architects) whobuy and deploy all thegear, and how
their roles are changing as they get closer to business processes and
transactions—or el se.

* Marketingand other hype-ster sthat areheretofind nuggetsthey can
useto brand and re-brand their companies (or steal some technology
dollarstorethink themarketing strategy).

*  Chief Security and Privacy Officer swhohavefinally beenawarded an
official roleintheseconversations.

* Advisorsthat comein many flavors, such as General Counselsand
CorporateDirector s, who participatein businesstechnol ogy decisions
and help companies keep their eye on the ball or, in the case of many
directorsand advisors, try tolearnasmuch asthey can—asfast asthey
can - about thetechnol ogy platformsonwhichtheir companiessit.

* All of the other “chiefs’ who have vested interests in what their
companiesaredoingwith businesstechnol ogy and who often spend way
too much timebuilding their fiefdomsinstead of optimizing business
technology.

Worker Beeswho make businesstechnol ogy happen, the sometimes
cynical but often talented professionalswho’ ve been hardened by too
many expensive, ineffectiveyearsonthejob.

Wall Street Analystswho cover thebusinessmodel sof publiccompa-
niesaswell astherolethat technology playsintheexecution of those
models.

 Theother “constituents’ inthe businesstechnology world, such as
customers, suppliers, partnersand sharehol derswho usethetechnol ogy
wedeploy.

Doall of thesepeoplereally havetobehere? Y es, they do. Theonly way we' Il
achievebusinesstechnology convergenceisif thecommunicationchannelsin
your company arewideandrich. Y ou get to enjoy theseconversations. One
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last thing: thosefacespressed up against theglasslookingin? They belongto
thevendorsand consultants. Y oudecideif youwant theminsideor outsideof
thehen house.

Let’ sintroducethecast of characters.

Big Guns

There' stheChief Executive Officer, thePresident and Chief Operating Officer
—whomight bethesameperson (or you) —whoreally don’ t know all that much
about specifictechnol ogies, thoughthey’ restarting to get asenseof just how
complex thecareand feeding of their technology infrastructureactually is.
CEOs of technology companies of course are knee-deep in the stuff, but
they’ renot directly part of thisconversation: they gettolisten, butthistalkis
about how vertical companies—insurance, financial services, manufacturing,
retail, and pharmaceutical compani es—canintegrate computing and commu-
nicationstechnol ogy intotheir existing and new businessmodel sand processes,
not about how to hel ptechnol ogy companiessell moregear. Vertical CEOS,
Presidentsand COOsmay or may not haveaseriousrelationshipwithaClO
or CTO. That’'s because in some companies the ClO reports to the CFO
(crazy) or someother executive, or becausemany (especially smaller) compa-
nies don’t even have ClOs or CTOs. Many CEOs, Presidents and Chief
Operating Officersclimbed thecorporateladder through sal es, marketing or
service, not from the technology trenches. Along the way they certainly
encountered technol ogi stsand technol ogy managers, but many of thesepeople
were way too geeky or weird for them: there’ svery little bonding among
finance, marketing andtechnology inthe Fortune500. Theirimageof technol -
ogy isnot necessarily positiveand almost certainly not cool. Atthesametime,
every oneof their transactionsisdependent upontechnology. They understand
this, butthey’ renot all that happy about it.

Sothey’ vecometothisconversationunder alittleduress, thoughavoicedeep
inside keeps warning them about the technol ogy budget that just keepson
growing.

There' salso someunconventional pressurebrewing. CEOsand senior man-
agement teamsaregrowingincreasingly concerned about their directorsand
advisorsandtheir growingawarenessof theboth theexpenseand potential of
technology. Sure, whilemost board membersarebuddies(and advisorsare
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wannabe buddies and wannabe directors), they’re starting to ask tough
guestionsabout theenterpriseresourceplanning (ERP) project that overran by
$50M, the5" fal sestart to depl oy acustomer rel ationshi pmanagement (CRM)
application, thenetwork and systemsmanagement framework that never got
deployed, and the now defunct e-businessinitiatives. Y ears ago, failed
projects could be swept under the rug or eaten as part of the larger
infrastructurebudget, but hundredsof millionsof dollarsaretoughto hide,
especially thesedays.

Finally, thebig gunsarehere because many technol ogy initiativesare now
considered “strategic” (in spiteof what Carr and othersmight say). Public
companies are now prone to describe their big technology initiatives as
strategically significant projectsthat canincreasemarket share, efficiency and
profitability, especially whenthey often know that thereturn-on-investment
(ROI) onhugetechnol ogy projectsisuncertain at best. Even moredangerous
istheprofiling of redundant technol ogy organizations, applicationsandinfra-
structureswhen companiesmerge. If we' veheardit once, we'veheardita
thousandtimes: “thismerger will trigger cost reductionsin the hundreds of
millionsof dollarssimply dueto theelimination of redundant technology.”
Peopleactually used to believetheseclaimseventhoughthere’ sabsolutely no
evidencethat any cost savingsthroughtechnology eliminationandintegration
areaslamdunk. Infact, giventhat most mergersfail toincreasesharehol der
value, it should come as no surprise that it’s tough to reduce technology
expensesthrough mergersand acquisitions.

Sothebiggunsarecurious, skeptical and motivatedtoimprovethebusiness
technology relationship. They needthisstuff —just about every transactionin
their company isdependent upon computi ng and communi cationstechnol ogy.
They’ realsonaturally evolutionary, seldomrevolutionary. Whichmeansthat
CEOs — perhaps you — are inclined to under-estimate the power of are-
engineered businesstechnol ogy relationship. Probably thebest way togetto
cynical CEOs, Presidents and COOs is through cost-savings, since even
technol ogically-challenged CEOshaveheard about thebigfailed technology
projects(thoughit’ sunlikely that they heard thewhol etruthand nothing but the
truthabout exactly why theproject failed). They al sounderstand supply chain
management and Web-based sel f-service, among other technol ogy-driven
efficiencies. We'll hitthesekindsof capabilitieshardintheconversationsthat
follow, but—likethe CFOsparticipatingintheconversations—we' |l alsoturn
these peoplefrom good solid defensive playersto creative offensiveones.
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Bean Counters

There sthe Chief Financial Officer —who almost always shows-up at the
meeting ontimeand well-pressed. CFO power risesand fallswiththecapital
marketsand your company’ sspecific situation. During bull marketswhen
everyone smaking money CFOsareexpectedto becreativefinancial engi-
neers and make the numbers|ook great, but when times get tough they’re
expected to betask-masters, the bearersof bad news. Therearethosewho
believethat CFOsarehappiestinbear marketswhenthewheelscomeoff their
companies, but that’ s probably just an urban legend. CFOsknow whento
resurrecttheir calculators. Whene-businesswasaprotected strategicinitiative
they retreated from conventional return-on-investment and total -cost-of-
ownership cal culations, but since2000they’ ve been out inforceinspecting
businessplans, businesscasesand all of theROI and TCO datathey can get
their handson. Regardlessof their motivesor personalities, CFOsturnout to
beessential businesstechnol ogy convergenceconversationalists. Why? Be-
causetheir undying commitment tologic makesthem prime candidatesfor
membership on the new business technology convergence team, though,
perhapsbecauseof past sins, their membershipisby nomeansguaranteed. The
guestionsthey ask—inbull or bear times—arefundamentally theright questions:
investmentsintechnol ogy areabout businessprofitability. Finally, theCFOs
that parti cipateinthefollowing conversationsal so havevery long memories:
thesearethepeoplewe’ || haveto convinceabout the prudence of yet another
enterpriseapplication project (after thelast several expensivefailures).

But CFOswant more, they want morethan aseat at the big table; they want
abig seat at the big table. Which means they have to become strategic
sometimesand not just tactical and operational, whichistheir natural predis-
position. Businesstechnology convergenceisactually apotential hobby horse
for enlightened CFOs sincethe best business practicesof convergenceare
consistent withwhat CFOsusually espouseanyway. Doesthismeanthatit’s
becoming fashionableto actually doduediligence? Toactually devel op sound
business casesbeforemaking monster technology investments? If we' renot
careful these peoplecouldruletheworld.
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Techies (AKA Propeller Heads)

Of coursethere’ saChief Information Officer and Chief Technol ogy Officer —
especially because some companies have one or the other (and some have
both). Sincenoone’ scompl etely sureabout how thetwowork together, we' I
invitethem both tothe conversations. ClOsand CTOs—especially if they
begantheir careersinthe 1960s—seetheworld schizophrenically. Ontheone
hand, because they grew up in a profession that pinnacled with perfect
standardization controlled from data centers (AKA technology bunkers)
wherebusinessusersof their technol ogy had to beg them for more capacity,
better serviceand eventheslightest changesto their applicationswerekept
locked deep in the bowls of the bunkers. 1t waswidely known that if you
angeredtheClOinthosedaysyou’ d never makeyour revenuenumbers. These
fiefdoms coll apsed when personal computers (PCs) and then serversflew
under their radar screensand beganto reproduce uncontrollably. Whilemany
of theseveteran ClOshaverecoveredemotionally, therearestill lotsof them
hanging around shell-shocked not only from 1% generation client-server com-
puting but fromtheultimatedistributed environment —thel nternet anditsWorld
Wide Web.

Theother sideof their psychesisfocused onthepossibility —for thefirsttime
intheir professional careers—of reliability, interoperability, modifiability and
evensecurity. TheseClOsand CTOsareexcited about thefuture—regardless
of their age. Weneedtobringthemall totheconversationssincefor thetime
being at |east they’ retheonesthat makeall thisstuff work. Timebeing? We'll
havethat conversation|ater.

Someof them aretherefore sal vageabl e—but many arenot. Weusedtothink
that thebest Cl Oscameup through thetechnol ogy ranks, not thebusinessunits.
Theassumptionwasthat it waseasi er to teach technol ogistsabout business
thantheother way around. Back thenwewereright, but now that assumption
iswrong. It sbetter to takeasuccessful businessmanager andinject himor
her with technol ogy than hopealife-long technol ogi st embracessimpleand
complex businessmodel sand processes.

CTOs are another breed altogether. They often eat, drink and sleep with
technology. Check thepropeller head quotient (“PHQ”) before paying too
muchattentiontothesepeople. They haveto participatein businesstechnol ogy
convergenceconversations, however, becausethey often ownyour technology
architecturesand usually manageyour technol ogy research and devel opment
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budgets. (Sincel’ veheldthe CTOtitlel haveto offer that not all of themare
techno geeks, that someof themarevery balanced.)

About that rel ationship between ClOsand CTOs: in somecompaniesthe CIO
isreally thechief infrastructureofficer, theoneresponsiblefor makingthetrains
runontime. Whenthisisthecase, the CTOisthechief technology visionary,
theoneresponsiblefor setting the businesstechnol ogy investment agenda.
Sometimes, however, the ClOismorethan aninfrastructurejockey andthe
CTOistheblue-sky dreamer responsiblefor describing how theworld will
workinfiveortenyears. Whenthisisthecase, itwon't behardtokeepthe
ClOfocused during theseconversations(asthe CTOfloatsinto space). As
always, it’ sabout power. Whoever controlsthe most businesstechnol ogy
investment dollarsgetstotalk themost, but regardlessof whether it’ syour CIO
or CTO(youor someoneelse), power will bedistributed acrossseveral chiefs.

Hype-Sters

The Chief Marketing Officersthat show up will remind everyoneabout how
instrumental they wereraising our consciousnessabout the I nternet: thiswas
their crowning achievement inthe 20" century and they’ renot about tolet us
forgetit. Butthey’ realsogrowingincreasingly sensitivetohow onlineand of -
linemarketing can get to most everyoneand to how pervasive marketing can
deliverimpressiveresults. Dyingfor opportunitiestoempirically provetheir
value, CM Oswill comepreparedto contributetotheconversations. They till
have unfinished agendas, andthey’ vefigured out that they can hijack “killer
(technology) apps’ alongwiththeiringrained ability todefendtheir budgetsin
bear and bul| markets.

CMOs and their teams are interesting — if not sometimes alittle boring —
conversationaists. Why? Becausethere svalueintheir disconnectionfromthe
trenches, from sales and service. The good ones are more about style than
substanceandtheir stylistic mirrorscan hel p management understand how the
worldistaught to seethecompany, to understand itsproductsand services.
Many amanager hasexperienced adisconnect whenwatching atelevisionor
digital commercial for the products and services they sell — products and
servicesthat look very different fromtheonesthey provideevery day. Hype-
sterscanhel pustry out new stylesand formssolong asthey don’t deviatetoo
muchfromreal substanceand content. Inother words, thenatural, sometimes
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healthy tension among sal es, marketing and service can bearich source of
insight about next generation product and servicedevel opment and support.

We' vealsolearned that marketing hype—especially inthedigital age—can
quickly strategically position and re-position companiesthat needidentities.
It smuch easier to devel op and communi cate brandstoday thanit wasadecade
ago. Your hype-sterscan helpalot, solong asthey takeabroad view of their
roles. Y eah, they should stay.

Protection

It sabout timethat we acknowl edgetheimportanceof security, privacy and
businessrecovery. For alongtime, they werethe poor relations of big boy
budgets. | personally had trouble defending investments in security and
especialy budgetsfor businessresumption planning. Theseare*low probabil-
ity events,” | wastold. What adifference9/11 hasmadeintheway wethink
about security, disaster recovery, business resumption planning and even
privacy, andthere’ sanew appreciationfor what themilitary hasworried about
for decades: informationwarfare.

Sotheconversationshere must includethe Chief Security Officer (CSO) and
hisor her compatriot, the Chief Privacy Officer (CPO). But these peopleare
alittleweird. They’reliketheprophetswho predict Armageddon but don’t
really believeit’ sgoingtohappen—andwhenitfinally does, they’ reunprepared
todeal withthebreadth of theproblemsthey’ vebeendescribingall theseyears.
Our understanding of what security and disaster recovery really requirewill
grow withthebudgetsnecessary to satisfy theserequirements.

Consigliore

L et’ snot forget thedirectorsof thecompany andtheir advisors, or the General
Counsel. Thechairsof theBoard of Directorsand Advisory Board may al so
play special rolesinthisconversation, solongaswecan: (a) findthem, and (b)
wakethemup. Why so harsh? If we’ velearned anything over theyearsit’s
that hand-picked boardsare, well, hand-picked boards. Senator Lieberman’s
comment that the Enron Board of Directorsnot only fiddled whilethecompany
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wasburning but al soroasted marshmallowsintheflames, sort of saysitall. Not
that all boardsarebad or unethical or anything el senefariouswecanthink of,
but they areincentivized not to challenge senior management, thehand that
feedsthem: board compensationfor servicetolargepubliccompaniesisnon-
trivial. It’ sthereforeunrealistictoassumethat directorswill challengemanage-
ment too aggressively. There’ sareasonthey call them*good ‘ol boys.” Of
courseif theboysall get together after hoursand decidetowhack the CEO,
thenall betsareoff, but that conspiracy usually takesyearsto plan and execute.

Thisisall unfortunate given the conversationswe’ re having here, because
technology investmentsarestrategically important andincredibly expensive,
precisely thekindsof investmentsthat boardsshould evaluate. How oftendo
ClOsmakeboard presentationson the status of major technology projects?
How oftendowelet CTOstalk todirectors? (Actually, weprobably should
keep CTOsaway fromthem.)

L otsof boards—though of coursenot all —are pretty cluel essabout business
technol ogy convergence. But they must participateinthese conversations.
They must widenand degpentheir understanding of technol ogy capabilitiesand
trends and how the intersection of business and technology is the great,
untapped whole-that-is-greater-than-the-sum-of -its-parts. They must also
partici pate becauseboard accountability isexpanding, asquickly asdirectors

and officers' (D& O) liability insurance premiumsarerising. Boardsneed
businesstechnol ogy dashboardsto keep track of large projectsand should
inspect the business casesthat launch megaprojects. Period.

Advisory Boardsarepopular thesedaysfor several reasons. They represent
acompany’ sfarmteamfromwhichnew directorscan bedrafted andthey also
increaseacompany’ svisibility and*“ optics’: itlooksgoodtohaveheavy hitters
hanging around companies. Theassumptionisthat they’ Il helpthecompany
with sales, marketing or product devel opment by making callstotheir well-
placed buddies. Smart companiespick their advisorsaccordingtotheir ability
toreally helpthebusiness, not accordingtotheir golf handicaps. Advisorsneed
to participate in these conversations because they need to understand the
potential of businesstechnol ogy convergenceand becausethey can sometimes
lead the conversation. Eventhoughthey’ rewannabes, they tend to beless
behol dingtothe seni or management teamthat brought theminandaretherefore
freer to speak candidly about businesstechnology.

Andlet’snot forget the General Counsel, ideally thereal consiglioreinthe
company. Good General Counselshavehighethical standardsand arecapable
of standing alittle outsideof your company, capabl e of reasonably objective
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assessmentsabout what’ sworkingandwhat’ snot. Inadditiontotheir legal
duties, they defineacompany’ sprofessionalism. It’ sagoodideatokeepthem
busy on positivethings, instead of messesthat need cleaning up. Think about
all of thecal oriesthat got burned at Worldcom, Enron and Global Crossing,
among other companies, cal oriesthat could havebeentargeted at new markets
andimprovingprofitability. | tell my studentsthat ethical behavioris®right” and
good business: youonly gettolieafew timesbeforeyou get tagged asaliar —
andliarsusually canonly do businesswith other liars.

All'inall, consigliore need to participate in the conversations that follow
becausethey represent intellectual assetsthat canbeleveragedinall sortsof
ways to help your business. They need to understand and support your
commitment to busi nesstechnol ogy convergence. |n somecases, they canlead
thecharge. Andsolongaswedeal withtheirincentivesand motivations, we
can screengood advicefrom self-servingtripe.

Other Chiefs

Haveyou noticed how many chiefsthereareout there? Inadditiontoall of the
well-established chiefs, we have Chief Learning Officers (CLOs), Chief
Knowledge Officers (CKOs), Chief Partner Officers (CPOs) and Chief
AllianceOfficers(CAOs), amongany number of others. What thehell doall
of these peopledo? Andwhy dothey all haveto be Chiefs? If youtakeahard
look at your company anditschiefsyou canquickly determineif they’ remis-
named by applying the Chief Test, which simply measuresthepower/respon-
sibility ratio. If the Chiefshavelotsof responsibility but no power, they’re
bogusChiefs, butif they haveboth power andresponsibility, they’ relegitimate
(thoughyoustill havetofigureout how tomanageall of thetribesthey control).
What’ sgoing onat your company? Doyou havelotsof chiefs? Anddothey
havelotsof responsibility but noauthority? Areyouanempowered chief? Or
doyouliveeachday infear that amajor project will bethrownyour way over
whichyouhavevery littlecontrol ?

L egitimate chiefs need to be part of the business technology convergence
conversation. Bogusonescansitin, but really shouldn’ t say too much.
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Worker Bees

Thereareall sortsof worker beesflying aroundyour company. Thesearetoo
oftenthefacel ess, namel essmanagersandtheir staff sthat makeit all happen.
Directorsareoftenworker bees, thoughthey’ reusually alittlehigherinthe
chainof command. They all needtoat |east hear theseconversations. Thesmart
onesshould beencouragedto speak up, really encouraged, sincethey holdthe
executionkeysinyour company.

How oftendoweforget this? | remember countlessnew initiativeskicked of f
by senior executiveswhoflew intogiveuninspiring peptalkstothetroops, who
had heard it all before. | also remember initiativesthat were launched and
sustai ned by executiveswho sincerely believedinwhat they wereasking the
troopsto do. Needlessto say, thelatter often survived —theformer almost
alwayscrashed and burned.

Without thetroops, businesstechnol ogy convergencewon’t happen. Hope-
fully, theconversationsthat follow will persuadethem not togametheinitiative
buttocommittoit. Let’ smakesureweincludetheminall of thediscussions.

Constituents

How about the customers, suppliers, employees, partners, vendors, share-
holdersand venturecapitaliststhat round out theguest list? Whilethey might
not befront-and-center during theconversationswe’ reabout to have, their
issuesand concernsmust berepresented.

Atthetop of thelist arethecustomersthat buy all thestuff wemakeor consume
theservicesweprovide. Thebusinesstechnology that you deploy directly
affectsnot only your profitability but your customer serviceaswell. Y our ability
to competeisalso driven by the effectiveness of your businesstechnology
investments. Businesstechnol ogy touchesevery customer directly or indi-
rectly.

Suppliershaveavestedinterestinhow all thisgoes. Everyonebenefitsfrom
anefficient supply chainandtheright toolscanmakesupply chainplanningand
management work for everyone’ sbenefit (including the softwarevendorsthat
supply thecode).
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Employees have lotsto gain aswell. When business technology iswell-
deployed it meansthat portal's, I ntranetsand remote accessto your networks
and applicationsbecome part of your connectivity repertoire. Y oucan save
money by deployingalot of thisstuff (thoughof lot of itisreally stupid). Well-
trained empl oyeescan optimizeyour busi nesstechnol ogy investments.

Everyonehaspartners. Not justinyour supply chain but acrossall of your
manufacturing, distributionand servicechannels. Thesepartnerscanpartici-
patein product devel opment, marketing, co-branding and customer service.
Here’ sanexampleof how weird partnershipscanwork. Dell sellsmachines
onlineandthey bundle Microsoft softwareand HP printerswiththeir configu-
rations—or at least they used to. They need thisstuff to make the package
work. But they also compete with HPin the desktop and laptop computer
markets. Managing these channelsfor mutual benefitistricky —and getting
trickier, especially whenyou cal cul atethemarginswithinthevaluechain of the
partnerships. It’ spossible, for example, for onecompany tomakemuch higher
margins on someone’ s productsthan their own. If you make more money
channelingacompetitor’ sproduct, how shouldyou managethat partnership?
Sometimesit breaksdown. TheDell/HP printer partnership blew upin2002.

The technology vendors, aswell asthe consultants that sell new business
strategiesand depl oy technology, haveawholelot togain—or lose—fromthe
conversationsinthisbook. Look, they makealot of money. TheUnited States
spendsatrilliondollarsayear on hardware, softwareand services. Some of
thevendorsthat supply strategic consulting bill themsel vesout at over $300 per
hour. Our friendsin Redmond havebillionsinthebank, no debt, and an annual
research and devel opment budget that exceeds $5B. I1BM spends over $7
billiononR& D and hastheir finger inall of thetechnology pies. arguably, they
are the first and only “total solutions provider,” since they can provide
hardware, softwareand servicesorganizedimpressively aroundvertical areas
of expertisetomediumand largebusinesses. SAP, Siebel, Oracleand other
enterprisesoftwarevendorspartner with consultantssuchasAccenture, IBM/
PriceWaterHouseCoopersand KPM G toimplement and support their appli-
cations. Cisconeedstosell moreroutersand Palm needsto sell morepersonal
digital assistants (PDAs). They all have constituents, too. But business
technol ogy convergencerequiresusto think about technol ogy and strategy
vendorsvery differently thanwehavefor the past few decades. They havea
decisiontomake: they canbecomefull businesstechnol ogy partnersor they can
continueto pursuetheir covert and overt adversarial sales and marketing
practicesthat havethem on at | east half of the wanted postersin corporate

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of ldea Group Inc. is prohibited.



Who's Here? 13

America. They needtolistenclosely totheconversationsinthisbook. They
can still maketonsof cash but theway it will happen must change.

Shareholder value. What aconcept. Givenwhat’ shappening out therewith
classactionlawsuitsfiled by angry sharehol dersagai nst companiesand the
analyststhat cover their stocks, maybeit’ stimeto rethink what the concept
really means. Let’ sfaceit. There’ slotsof subtleand not-so-subtlemanipu-
lation of the capital markets. Financial reporting is often, shall we say,
“incomplete.” Are shareholders constituents here? You bet. Business
technol ogy convergencewill hel pincreasetheval ueof thecompaniesinwhich
weinvest,inwhichwebelieve.

Theoretically, the Wall Street analysts that cover public company stocks
represent shareholders—andtheir vestedinterests. Whiletechnology hasnot
played ahugeroleinthedevelopment of corporateval uation models, it will
beginto contributedirectly towhat analyststhink areoneof themajor drivers
of corporatewealth.

Last, but not least, aretheventurecapitaliststhat fund someof thecompanies
withvestedinterestsin businesstechnol ogy convergence. They fundall kinds
of companiesincluding vertical andtechnology companies, aswell asconsulting
companies. They aresimple, one-celled organisms: if acompany smellslikea
returnonaninvestment, they’ Il writeacheck. They aremutant constituents
sincethey usually haveshort-termobjectivesandreally don’ t careall that much
about theimpact their companies’ productsand serviceshaveonthe market-
place, so long asthey make money that they can distributeto their limited
partners. Likethetechnology and strategy vendors, they only gettolistento
the conversationshere. Whileit’ swell beyond the purpose of thisbook to
changeventurecapitalists, it might beuseful for themtolistentohow business
technol ogy convergencewill affect theacquisition, depl oyment and support of
businesstechnology, if for no other reasonthanto helptheminvestintheright
busi nesstechnol ogy models.

Herdi ng Cats?

The Super Bowl commercial a couple of years ago showing a bunch of
cowboysherding catsisnot unrel ated to these conversationsabout business
technology convergence. Some of the guests are, of course, hopeless. No
matter how profound or movingtheconversations, they’ || remainunenlight-
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ened. Otherswill only interpret what they hear intermsof personal gain, never
fully appreciating theobviouslogic of gettingasmaller pieceof amuch bigger
pie. Butotherswill findthelitter justintimeto congregatewithfellow catslong
enoughtoseethelight. Y eah, yeah, it’ saweird metaphor, butit may just be
possibleto herd afew catsonceinawhile.
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Chapter I 1

TheConver gence

Conversation -
We're Finally Ready

If youdon'twant toreadthiswholechapter, here’ stheessenceof thefollowing
conversation. Butif I’mgoingto practicewhat | preach, | havetogiveyouan
overview of theconversationwe' reabout to have. | guessthisiswhat we' dcall
an Executive Conversation Summary. Whilel’ dstill loveyouto participatein
theconversations, herearethemain points:

Wemisinterpreted capital spendingintechnology inthe1990sand
2000. We inferred that the spike in spending launched the “digital
revolution.” Infact, itwastheresult of Y ear 2000fears, e-businessfrenzy,
and investment subsidies provided by start-up companies fueled by
privateequity venturefunding.

* We'vebeenled downthe”businesstechnology alignment” road —
aroad | actually traveled — by analysts and practitionersthat see the
busi nesstechnol ogy relationship assequential, not holistic—whichisnot
how therelationship should work.

*  Justabout everyonel know way over -r eacted totheburstingof the
dot.com bubble. We threw countless beautiful babies out with the
bathwater.

*  For30years, wewrestledwithimmaturecomputingand communica-
tionstechnology and with unprofessional acquisition and management

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



16 Andriole

practices. Did hardware and softwarevendors—and their partners-in-
crime, consultants—really earn all themoney they madeinthe 1990s?

*  Theironyisthat computingand communicationstechnologyisreally
starting to work. The stuff is more reliable, more stable and more
capablethanit’ sever beenandit’ snow timetobegintothink strategically
and not just tactically about therol ethat technol ogy can play.

* It'stimetothink about the2"digital revolution, how businesswill
collaborate and how technology will integrate building on abusiness
technology infrastructurethatissurprisingly solid.

 Thebig - sane — questions should direct thisrevolution. Crazy,
goofy, chaoticdirectiveswerepart of the 1% digital revolutionwhichgot
us—Kkicking and screaming - towherewearetoday, but should play no
roleinour exploitation of maturing businessmodel sand computing and
communicationstechnol ogy .

*  Bottomline: businesstechnology conver genceismor ethan possible
if wecan wakeup theright adults.

Let’ stakeacloser look.

What Happened?

Thisbook isabout businessandtechnology. It’ snot about “ busi nesstechnol -
ogy alignment,” or technol ogy best practicesor how to cleanupyour existing
technol ogy organi zation. Theconversationsherewill not exciterabidtechnol o-
gists, though many technology managers will be unable to control their
enthusiasm (if only becausethey’ reincluded). Nor will theconversationswarm
the heartsof too many consultantsor technology vendors, thoughthere’ sa
potential partnership embeddedinhundredsof creasesthroughout theconver-
sationsabout the convergenceof businessandtechnology. If you' reaC-level
executive, amember of acorporate Board of Directorsor Advisory Board, or
alineof businessor technol ogy manager, youmight find al ot of theconversa-
tionsjust what you need at thisflash pointintime. If you’' reaconsultant or
technol ogy vendor, youmight want to shadow theconversationsvery closely.
If you canfind aGroucho disguise, thisisoneparty youwant to crash.
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L et’ sbeginwith somecandor. Whileit waspossiblejust tenyearsagotothink
about businesswithout animmedi atereferenceto computing and communica-
tionstechnology, it’ snolonger saneto separatethetwo organizationally or
functionally. Infact, it’ simpossibleto conceive and deliver new business
model swithout defining therol ethat technology will play, arolethat inmany
caseswill bethedominant role. Theimplicationsherearetroubling—especially
becauseof thepeopl einyour organi zationtowhomyou’ vegivenresponsibility
to think strategically, and because of our historic approach to technology
management —which has been biased to the back office for decades. How
many of theprofessional sinyour company understand therangeof computing
and communi cationstechnol ogiesat your disposal ? Doesyour technol ogy
organizationsit at the head tableinyour company, or doyouonly call them
whenthenetworkscrash? Thehistory of technology organi zationsisinconsis-
tent with thebusinesstechnol ogy convergencethat’ soccurring, atrendthat’s
actually dangerousto organi zationsthat don’ t break completely fromtheinertia
that created datacenters, help desksand server farms. Businesstechnol ogy
“aignment” —if weshould evenstill usetheterm—isnolonger about tryingto
get technology consistent with business strategy and tactics, but about the
seaml essintersection of busi ness, technol ogy and management.

Morecandor. Inspiteof what thebusinesstechnol ogy literatureclaims, there
havenot beenal ot of revolutionary or “ disruptive’ technol ogy eventsover the
past 30 years. The list — from a C-level perspective — includes relational
database management, e-mail ubiquity, theend of themainframeeraandthe
beginning of 1% generationclient-server or “distributed” computing, theY ear
2000 compliancechallenge, and of coursethelnternet’ smorphingintothe
World WideWeb. Consultantsand vendorsloveto talk about the next new
thing becausethey havefinancia vestedinterestsinyour awayswantingtobuy
new stuff, migrateto new hardwareand softwareand especially undertaking
hugeenterprise-wideinitiatives. Sometimestheseinitiativesmakesenseand
sometimesthey’ rehideous. Depending onyour perspective—and age—you’ |l
take—or passon—thebait. Thekey isto conduct duediligencethat assumes
afull partnership between businessand technol ogy, making certainthat the
divide-and-conquer, separation of powersapproachtotechnology investing
that so many of ushavepracticed over theyearsabruptly ends.

Lotsof usbelievedthat theY 2K problemwasanon-problem, that computers
and computer-supported deviceswould not fail on January 1, 2000. L otsof
you probably had thesamefeeling. But thehypewasmaddening. What worried
usmost, however, wastheincrediblespikeintechnol ogy spending driven by
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theneed to make hardwareand software Y 2K compliant, and how lotsof us
misinterpreted thoseinvestmentsasan unambiguoussignal that information
technology (IT) wasdriving all of the new businessmodel sand processes,
especially e-business. Well, guesswhat? That’ s not what was happening.
Savvy technology managers saw the deployment of enterprise resource
planning (ERP) applications, themigrationto compliant operating systemsand
thereplacement of older hardware platformsasacost-effectivealternativeto
rewritingandrewiringold gear —andthey wereright. Whileit might havebeen
cheaper intheshortruntojust redo some COBOL code, it madeno sensein
thelongrunsincethenewer hardwareand softwaresolvedtheY 2K problem
and offeredtonsmorecapability (assuming, of course, that you could getitto
work). The money spent during the 1997-2000 was largely to achieve
compliance, not to buy ticketstothenew digital revolution.

Around the same time, e-business spending joined Y 2K compliance asa
“protected” budget line. Y ousimply hadto havean e-businessstrategy —even
if you really didn’t know what you were going to do with it. This second
spending spike also confused everyone, as e-business and Y 2K spending
contributedtothegreatest capital investment wavethat computing and com-
municationstechnol ogy hasever seen. Takentogether, how could wehave
interpreted theinvestmentsasanything but arevol ution?\Wewerewrong, and
lotsof peopleknew it, but CNBC, thebig (and boutique) investment banks,
and especially privateequity hype-stersproclaimedthearrival of theunstop-
pablenew, digital economy. After awhile, it all seemed to make sense. Of
course, inretrospect, itwassilly.

Ohyeah, there’ sonemorething. The period from 1995-2000 provided free
capital totechnology start-ups. Venturecapitalist flooded themarket with cash
raised from general and limited partners eager to cash-in on the dot.com
phenomenon. Y oung companieshit themarket with hugeV C subsidiesthat
underwroteincentivesfor “real” companiestotry new computingand commu-
nicationstechnol ogies. Everything washalf-price, soadoptionratesactually
looked healthy —until noonecouldfind any returnsontheinvestmentsandthe
subsidiesdried up.

It wastheperfect storm. The probability of thesethreetrendscollidingwas
miniscule. But collidethey did, andlotsof usmadeinferencesabout thefuture
that would turnout to beflat wrong.

Figure 1 paintsthepicture.

Let’ sstay candid. Whilelotsof technol ogy worked well during the 1980sand
1990s, lotsof it didn’t. Computing and communi cationstechnol ogy hasonly
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Figure 1. The perfect storm

The Perfect Storm
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startedto*work” duringthepast fiveyearsor so—soyour instinctsabout cost-
effectivenessandreturn-on-investment weresound. At thesametime, “work-
ing” meansthat theindustry hasfinally begun to think seriously about the
integrationandinteroperability of different hardware, softwareand communi-
cationssystems, andthat reliability isnow approaching level ssimilar tothat of
home appliances, automobiles and air conditioners. The auto exampleis
interesting becauseof that industry’ sownstrugglewithquality. Itwasn’ttoo
many years ago that many Americansfelt so strongly about the American
industry’ sinability to deliver or support quality productsthat they turned
aggressively to Japanese, German and Scandinavian auto manufacturersfor
better cars. The American automobileindustry had no choicebut torespond
tothequality challenge (though somebelievethey never recovered fromthe
early price/quality wars). Thetechnol ogy industry delivered reasonablequality
whentheir systemsweresimple, when mainframesrul ed thedatacentersand
thenumber of hardwareand softwaremanufacturerswasrel atively small. But
astheindustry grew, variationgrew tothepoint wherehardwareand software
incompatibilitieswere moretherulethan theexception, forcing technology
managers to spend incredible amounts of time making all the pieceswork
together. Likethe Americanautoindustry, thetechnology industry hasfinally
startedtolisten.

This conversation isoccurring at exactly the right time. Many of us have
struggled withtherelationshi p betweentechnol ogy and businessfor decades.
Why doestechnol ogy cost so much?Why areweal waysbuying new gear?
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Why doesn’t thisstuff work asadvertised? Dowereally needaClOand a
CTO?What thehell isaCTO, anyway?

We're at aflashpoint. The pace of technology deployment and business
vel ocity hasalready outstripped our ability to assessitsimpact onhow welive,
produceanddistribute. It’ snow timetothink about whereall thisisgoing—and
how to optimizeit. Let’ sacknowledgethefollowing:

*  We'velivedthroughseveral computingand communications“waves,” al
theway from mai nframe-based computing to busi nessprocessesthat only
existontheWebdelivered by distributed servers.

»  Lotsof theearly stuff did not work asadvertised, resultinginacynicism
about “ business/technol ogy alignment.”

*  Thebursting of the Internet bubble resulted in an over-correction, a
dubiousnessabout all varietiesof distributed computing effectiveness.

* Justwhenthestuff started towork andjust when businessmodelswere
beginningtomorphout of their traditional vertical silos, capital spending
intechnol ogy collapsed.

* Inspiteof al thesereactionsand trends, we' renow sitting at one of the
most important crossroadsin the history of businesstechnology, and
especially businesstechnol ogy management.

L et’ sassert that the computing and communi cationstechnol ogy we' vedevel -
oped and deployed over thepast 30 yearsrepresentsakind of prototype. PCs
havegotten cheaper. CompanieshaveaccesstotheWeb, andwe' renow free
tothink about customer rel ationship management, Web servicesandintel ligent
agents. But we still struggle with a lack of standards, integration and
interoperability problemsand chronic disconnectsamong our back office, front
officeand Internet applications. We' vegotten good at creating technol ogy
pieces, but we' reonly now beginningtofocusonhow they all work together.

L et’ sal soassert that businessmodel sareevol ving, morphingand accel erating
faster than ever before. Y our company now findsit hard to draw old lines
aroundwhat it doesand how it operates, or around what weusedtocall it’s
core competency. In fact, the whole notion of core competency is now
necessarily confused sincecompaniesseriously beganrethinking their supply
chains, partnerships and alliances. Here's a thought: is Dell a computer
manufacturing company or asupply chain planningand management company?
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How hardisittoimagineDell asacompany with multiplelinesof business
including onethat sell ssupply chain management softwareand services?The
other linesof business might focuson manufacturing and distribution using
Dell’ sadvanced softwareplatforms. Dell’ scorecompetency inthisscenario?
Supply chainintegration.

Thelast 30yearsconstitutethefirst digital revolution. Thenext 30will define
thesecond one.

Companiesthat treat theinterpl ay between busi nessand technol ogy asasimple
extrapolation from even the most recent past (yes, that includesour initial
infatuationwiththeWeb) will beout-maneuvered by companiesthat seeit all
asarevolution enabled by pure busi nesstechnol ogy convergence.

Theconvergence of technol ogy and businesschangeiswhat’ sdifferent. But
unlikeaperfect stormwhenlotsof weird thingshappen at the sametime, what
wenow haveisaperfect opportunity fuel ed by theconvergenceof technology
that’ sfinally ready for primetime, businessmodel sthat embrace speed and
flexibility, and management possibilitiesthat will treat therel ationship holisti-
cally. Statedalittledifferently, it now almost worksasadvertised. Withinthree
tofiveyears, thetruth-in-advertising gapwill close (almost) compl etely.

Of course, youmight arguethat “ almost” isnot good enough, or that you’ ve
hearditall before, andthat themost prudent approachistosimply wait until the
stuff startsreally working—asadvertised. Y ou cantakethisapproach but the
problemisthat when convergencehitsfull strideyou’ || haveto scrambleto
catchuptothosewho saw it coming. Remember thelnternet: haveweforgotten
that Microsoft actually missedit, only torespond withthenow famous* extend
andembrace” initiative? Need someother examples? Remember theDigital
Equipment Corporation (DEC) and Ken Olsen’ sfamous*why would anyone
wantacomputer ontheir desk” comment? Or EncyclopediaBritannica sinitial
rejection of CD-ROMs?

If all thisistrue, thentheway we approach businessand technol ogy modeling
should changedramatically. Theapproacheswe’ vetakento business/technol -
ogy “aignment” serveduswell for awhile, but grossly missthepoint of holistic
modeling. (If youhaveany conventiona “ alignment” initiativesinprogress, kill
them.)

So how shouldweproceed?1f apictureisworthathousandwords, here’ sone
that hopefully communi catesthe essenceof what I’ mtalking about and what
thisbook describes.
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Figure 2. How to think about convergence
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What doesthismean?First, it meansthat organi zational distinctionsbetween
businessand technol ogy should disappear and berepl aced by seamlessinter-
connectionsthat makeit impossibleto addressonewithout theothers. It also
meansthat chief generalists (CEOs, CFOs, CIOs, and even CTOs) need to
becomewider and deeper, redefining thewholenotion of generalist practitio-
ners. Can you really lead a company if you don’t understand technology
architecturesand applications? Can you enableacompany if all you under-
stand arearchitecturesand applications?

Therel ationship betweentechnology and businesshasevolvedinaway that’s
served each community only pretty well over the past 30 years. Companies
spend millions and in some cases billions of dollars ayear feeding each
community that essentially co-existsfor thegreater good—profit, bonusesand
shareholder value. By and large, the relationship “works,” though there’'s
increasing evidenceof dysfunctionality inthetrencheswherewarscontinueto
erupt among technol ogists, businessmanagers, andfinanceprofessionals, the
latter groupfor thelifeof them cannot understand how an enterpriseresource
planning (ERP) implementation proj ect inaFortune500 company can cost a
$100M andtakethreeyearsto complete, or why inthesamecompany it takes
twoyearsto migratefrom onedesktop/laptop operating systemto another.

These wars aside, we now have lots of applications, databases, devices,
communications, security —and eventhemeansto resumebusinessif adisaster
occurs. Perhapsamazingly, thisstuff worksreasonably well most of thetime.
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But analystslikePaul Strassmanntell usthat we' reoverspending ontechnology
and the relationship between technology investments and productivity is
anythingbut clear.! Others—especially in bearish economies—resurrect total
cost of ownership (TCO) andreturn-on-investment (ROI) calculi toderail big
technology initiatives. Bottomline: therelationshipisstill pretty adolescent.

But thingsareimproving all thetime. WewhippedtheY ear 2000 problem,
connected just about everyonetothelnternet, and have begunto moredeeply
appreciatetheneedfor integration andinteroperability evenasproprietary
vendors makeit tricky to make all of the piecesfit together. Solifeinthe
trenchesis—well —pretty good, and thepotential isskyrocketing.

L et’ scontinuewiththeassertion: we' vereachedthepoint whereif wecontinue
alongthesamebusi nesstechnol ogy rel ationship path, we' |l underminethevery
businessmodel sand processeswe' retryingto defineand deploy. Worse, the
current relationship will eventually collapse under its own weight due to
organizational ambiguities, technol ogy complexity, and our inability to satisfy
business-to-consumer (B2C) or business-to-business (B2B) requirements
that areappearing and changing faster than they can be satisfied.

Whiletheevidencetellsusthat computing and communi cationstechnol ogy
havemadeenormousstridesover thepast 30 years, andwenow routinely, if
not obsol etely, talk about busi ness/technol ogy “ alignment,” technol ogy optimi-
zationand how companiescan extendtheir businessmodel sthrough pervasive
communications. Our current discussi onsabout supply chainplanning and
management, collaborativeforecasting and automation all assumeabusiness
technology relationshipthat’ sfundamentally different from our notionsof
“alignment” or our organizational attemptsto get technol ogy totheheadtable.
Discussionsabout whether CIOsand CTOsshouldreporttothe CEO or CFO
arereally very 20" century, sinceeveryonenow knowsthat ClOsand CTOs
(orwhoever’ syour point of contact for businesstechnol ogy) shoul d breakfast
withthebigguys(assuming, of course, that they’ rehouse-broken).

Fromanother perspective, it’ snolonger possiblefor achief executiveor any
sanesenior management teamto conceiveof anew —or eventhink of extending
an existing—businessmodel without addressing technol ogy requirements,
capabilitiesand costs. Someof thesemodelsareactually createdinreverse,
where business models extend from what’ s technologically feasible, not
necessarily from solid (read: profitable) business models. Remember the
dot.coms?

We' vebeenthroughalot over thepast few years. Wediscoveredthelnternet,
successfully managed the Y 2K compliance problem, hyped Web-based
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businessmodel s, and confused eventhemost loyal technol ogy investorsabout
what drivescapital technology spending. I’ darguethat thisconfused pictureis
at least partially the work of amateurs — venture capitalists, Wall Street
technol ogy analysts, 20-something technol ogy entrepreneursandtoo-easily-
swayed corporatetechnol ogy buyers—who unknowingly conspiredtodistort
eventsfor their own special purposes(gee, | wonder what they might have
been?). Real businesstechnol ogy proswererelatively quiet during thismay-
hem, but now —sincetheamateursself-destructed—haveaclear playingfield.
They can now step up their 21 century games.

A longer view — way back to the 1960s — saw the introduction of “data
processing” to industries that barely knew what to make of computers,
software and databases. The 1970s took us to a much higher level where
mainframesgot alittleflexible, minicomputersarrivedfor thefrugal, and PCs
beganto procreateamong parents—likeSinclair, Kayproand Osborne—long
sinceextinct.

Duringthe 1980severyoneabsol utely hadto haveaPC at work andincreasing
numbersof ushadto havethem at home. Even personal softwaregot easier to
use, principally through Appl € sintroductionof theM acintosh, thoughbusiness
applicationscontinuedtoonly slowly evolve. Most of uswereusinghome-
grown software systemsto keep thebooks, track inventory and manage our
people.

The 1990s gave us client/server computing — our first real freedom from
mainframe architectures — the Internet, the World Wide Web, multi-tier
applications, datawarehouses, datamining, applicationsintegration, online
exchanges, new security requirements, privacy issues, virtual private net-
works, application serviceproviders, content management, knowledge man-
agement, network services, Java, Perl, Linux, customer rel ationship manage-
ment (CRM), interactive marketing, Bluetooth, 802.11(a/b) and awhol el ot
more. Lotsof usthink we've achieved anew level of “alignment,” or the
processby whichtechnol ogy supportsbusiness. Thetruthisthat thequestions
that dominatethisnew alignment consci ousnessarenow thewrong questions.
Why? Becausetechnology and businessarenolonger even*equal” partners
—they areanintegrated whole. Technol ogieswithout businessmodel sareas
usel ess as business models without technologies. Thisis the key point:
technol ogy, businessand management can nolonger betreated inrelative
vacuums. They work together or not at all. If you or your senior people
don’t get thisyou’ rein sometrouble—becausethereareplayersinyour
market that absolutely do.
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Theapproachwe' vetakento“aigning” informationtechnol ogy with business
model sand processesserved uswell until theyear 2000. Whilemost compa-
niesnever quitegot thereit’ stimethat they stoptryingtowinanold war that
nolonger matters. Not becausethegoal waswrong, but becauseit’ snolonger
consistent with thebusinessand technol ogy trendsthat areuponus. Thepace
of technology and businesschangehasforever altered theway weshould think
about how wefind and servicecustomers, suppliers, employeesand partners,
and organizeourselvesto compete.

Thenet effect of al thisisthat wecontinueto spendfar moreontechnol ogy than
weshould, ask thewrong questionsabout technol ogy, and consequently miss
opportunitiestoleveragetechnol ogy onto our businessstrategies, modelsand
processes. We continue to march to agendas set by consultants and —
especially —vendors. Weal sotendto default to conservativeinterpretationsof
what’ sreally outsidethebox. V ery few companiesareseriousabout radically
changing—or evenchallenging—their existing businessmodels. Unfortunately,
present conditionsrequire much morethan conservative extrapol ations of
current businessmodel sor the sel ectiveapplication of “new” technol ogies.
Stop for amoment and assessthelatest cocktail party buzzwords. How often
haveyou heard about customer rel ationship management (CRM), Web ser-
vices, and wirelesscommunicationsover thepast 12 months?What will thelist
look likenext year?(Andby theway, how many peopleat thesecocktail parties
actually knew what the hell they weretalking about?)

Whiletherearecertainly organizationsthat suffer lessthan others, thelion’s
share of companiesolder than 20 arein serioustrouble. Really scary isthe
number of executives unaware of just how serioustheir situationis. Huge
numbers believe that Microsoft, Oracle or IBM have the answersto their
problems, or management consultantscan set them straight, or that in-house
peoplethat support the status quo can somehow solvethem. Theamount of
wasteisstaggering. Many companiesdon’ t evenknow what they’ respending
onbusinesstechnol ogy, sothey end uplivingignorantly about what they could
save, whileotherscollect benchmarking databut avoid thetough questions
about businesstechnol ogy optimization.

All of thisoccursasthepromise—and r eality —of businesstechnology isat
anall-timehigh. Thepr oducer sof technol ogy productsand serviceswax damn
near poeticabout what they havemade possible- and what they plantodo next.
Executivescrow about how their companiesare” upgrading” their “infrastruc-
tures’ anddeploying* state-of -the-art” communi cationsand computing“ archi-
tectures.” But preciousfew really understand their own speeches. Theconsum-
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ers of technology arethus at adistinct disadvantage that’ s systematically
exploited by producers. Thefacilitator sof technol ogy —theconsul tants—play
both sides, offering adviceto harried, perplexed consumersand theproducers
of technology, brokeringtherel ationship oftenwith thefinesseof amagician—
and sometimeswiththemarginsof apornographer.

Comptrollersareforever writing checksto buy morecomputers, moretele-
communi cations, moresoftwareand moretechnol ogy professionals. But Chief
Executive Officerswant todocument thereturn ontheir investments. Chief
I nformation Officersfindthemsel vesonthedefensivefar moreoftenthaninthe
winner’ scircle. Whowantsto beat theheadtableif youawaysget servedlast?
I syour technol ogy expense* managed” ?

Thetechnology marketplaceisoneof thelargest and fastest growinginthe
worldtoday. But everywhereonelooks, everywhereonegoes, and over and
over againinthetechnical journalsandtradepublicationswestill seereferences
to the same issues, problems and challenges: “the software crisis,” “the
requirementsproblem,” “thereturnoninvestment challenge,” and* total quality
software management,” among all sortsof other dopey things. Many of us
wrote about requirements problemstwo decadesago, wecalled for project
“dashboards’ for managing multiple projects, and committed ourselvesto
“processimprovement.” Well, hereweare20yearsl ater askingthesamedamn
guestionsand —worse— proposing the samedamn sol utions.

Buttheseare“tactical” problems, problemsthat arecreated by - sothey can
besolved by - theprovidersof technology products, systemsand services. Is
thisaconspiracy?Y ou bet (though we could argue about how consciousit
realyis).

Tactical and operational problemsareeasy toidentify. Strategic solutionsare
harder to comeby. Therearelegitimatereasonswhy there are more books
about problemsthan sol utions. Perhapsthemost obviousisthe* movingtarget
syndrome”: asbusi nessrequirementschange, technol ogy changes. Astechnol-
ogy changes, price/performanceratioschange. Asprice/performanceratios
change, corporate cultures change. As corporate cultures change, global
competitionchanges. Asglobal competitionchanges, profitability changes. As
profitability changes, thetechnol ogy market changes. And soit goes.

What Do You Do First?

Enter the consultants. Thereare* conventional” consultants, “ contrarian”
consultants, and consultants who have solutions for problems yet to be
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invented. And there are vendors — thousands and thousands of vendors.
Consultantsand vendorsseek to reduce problemsto their simpl est terms—not
becauseproblemsareby naturecooperative, but becauseit’ stheonly way they
can appear confident enough to convince ClOs, CEOsand CFOsto spend
moremoney.

Thisconversation assumesthat problemsand solutionscannot betracedto
computers, management, software, peopleor networks—but to all of above
andthensome. We' renolonger intheageof disembodied sol utionstoanything;
we' reinaneraof complexity, integration, synergism—and convergence. It no
longer makesany senseto hireaconsultant who knowsjust about everything
thereisto know about softwarebut very littleabout hardware, or, worse, to
hire consultants that are technologically deep but shallow about vertical
businessmodels. Wouldyou hireacar mechanicwho doesn’ t drive?

Theconversationalsoidentifiesprinciplesthat define processesthat point to
practical methods. Notlongagol receivedacall fromthe CFO of aFortune
100 company about to write a check for $30,000,000 for a network and
systemsmanagement framework. | askedif therequirementsanalysiswasable
toprofiletheorganization’ scomputing assetsand network management needs,
if thein-housetechnol ogy professional shad performed trade-off anal ysesof
several alternativeframeworks, andif thosewhowould actually beusingthe
framework (to presumably managetheir networksbetter, faster and cheaper
than before) had ever used similar tool sto hel p solve network management
problems. The CFO asked meto explainwhat requirementsanalysiswas, the
ClO had noideawhat network management point solutionswerealready inthe
organization, and the network operations center manager had not compared
thenew network management environment with anything el se(but liked the
vendor’ sbrochures). No one had even talked to the network management
professionalswhowouldactually usetheapplication. Thisshort story illustrates
how principles, processes and methods can be ignored - and how some
relatively simplestepscanleadto enhanced productivity and cost-effective-
ness.

| am sorry to say that the conversationshere pull no punches. Actually, I’ mnot
sorry at all. Someonehadto crosstheline; it might aswell beme.

Theanalysesand recommendationshereareanchoredinfield and casestudies
not asirrefutableevidenceor documentation, but aspointson anew compass.
Over thepast 30yearswe' ve catal oged problemsand documented successes.
But remember that 30 year-old casesareabout asrelevant today asasingle
anecdote about a guy down the block who had success with approach A,
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consultant B, or vendor C. Thekey liesintheextent towhichgeneralizations
hold against the moving target backdrop. For example, how can business
technol ogy i nvestment decisionsbemadeindependent of businesstechnology
forecasts? The argument here is that any rational approach to business
technol ogy ismultidisciplinary, anticipatory, adaptiveand cautious. Y ou see,
thisisnot aconversation about “early adoption” of unproven technology.
Instead, theconversationwill hopefully get youtothink differently, creatively
yet soundly about busi nesstechnol ogy acquisitionand deployment.

Sowhat happensif you participateinthese conversations?1f you' reaCEO
you'’ Il bearmed with questionsthat shoul d beasked of your busi nesstechnol -
ogy professionals—at thesametimeandinthesameroom. You'll alsogain
insightinto oneof thelargest, most voraci ous—Yyet potentially mostimportant
—sink holesin history. A strategy — complete with tactics — will also be
developed. If youareaClIO or aCTO, you'll receive some tactical and
strategicinsight ontechnol ogy acquisition, deployment and management. Y ou
will be cautioned about repeating the mistakes of your competitors. Y ouwill
think twicebeforeauthorizing big technology buys.

Regardless of your role, the conversations will provide you with a new
perspective—ananalytical compass. Thecentral themeissimple: inspiteof all
of thehype, al of theserioustechnol ogy and all of therapidly changing business
models, we' reat acrossroad. It’ snow timeto rethink the busi nesstechnol ogy
relationshipand moveit fromaless-than-equal to equal -partner model, toan
integrated holistic one. The objective of the conversationsisto help you
construct a business technology convergence plan that will work for your
organi zation, your people, your corporate culture, and your resources.

Business Technology Convergence

Truebusinesstechnol ogy convergence assumesthat all discussions about
existing or new business model s and processeswill occur withimmediate
reference to technology and the best management practices necessary to
integrateall of thepieces, andviceversa. Withthat inmind, let’ slook at the
piecesand how they should beassembled.

If acompany doesn’ t understanditscompetitiveadvantagesanditscurrent and
futurebusinessmodels, it’ sdoomed. Not only will it fail inthemarketplacebut
itwill wastetonsof cash ontechnol ogy alongtheway. Weusedtoask: “What’'s
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our corebusiness?’; “What dowedowell ?’; “What marketsdowe‘ own’ ?”
Thenew questionsaredifferent:

*  “What dowedo profitably today?’

*  “What aretheprofitableand unprofitabl e piecesof our valuechain?’

e  “What shouldwedotomorrow to makemoney?”’

e “Whatwill our collaborativeteamlook like?’

*  “How doestechnol ogy defineand enableprofitabl etransactions?’

e “What businessmodel sand processesareunder ser ved by technology?’
*  “Whichareadequately or over-ser ved by technology?’

*  “Whichtechnologiescandrivewholenew businessmodels?’

Let’ slook at businessmodel sand processes, technol ogy (and management)
holistically. Figure 3 offerssomeideasand key questions.

It’ sall about thebig questions. Doyouknow what youdowell, poorly andwith
whomyou compete?Haveyou thought about what your businesswill look like
inthreeyears?Haveyou segmented what you do accordingto margins?(One
of the moreinteresting thingsabout the HP/Compag merger wereall of the
argumentsover control of alow margin, commodity [ PC] business.) Larger

Figure 3. Some key business, technology and management questions
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guestionsincludethelong-term survival of your businessviapartnershipsand
alliances, therate at whichyou canreally change, and theinterplay among
businesscreativity, technology delivery and management efficiency. Thenew
HPQ makesitsseriousmoney fromsellingink cartridgesand high-end servers.

If your company islikemost, thosewho run“strategic planning” areoftenone
stepaway fromretirement, or worse. But convergencerequiresthat business
creativity betakenserioudly every day, and that thosewho defineand engineer
innovation areal so good strategic technol ogistsand managers. If they aren't,
you'’ Il misstheconvergenceopportunitiesoccurring aswespeak.

Doyouknow if your technology infrastructure, applicationsand support all
“work” ?Doyouknow if they match your businessmodel sand processes?Do
you know how the piecesmight break? And, most importantly, doyou know
if your technology cangrow withyour businesscreativity —andviceversa?|f
someoneasked youif you hadtoomuch or toolittletechnol ogy what wouldyou
say? Would it be easier if they asked if you had the right or the wrong
technology?Or good people?

Who ownscreativity?Who ownstechnology?Y ou’ vemadeyour first mistake
if they liveinsilosthat sel dom communi cate. (Whenwetal k about organi zation
later, you’ Il seejust how dangerousbusi ness/technol ogy segmentationactually
is.) Who managestheintegrated process? How issuccessand failuredefined
and measured?

Here' sthebenchmark: if you develop “new” businessmodels(or improve
existing ones) and then ask technol ogy if it can support the changes, thenyou
aresub-optimizing thebus ness-technol ogy relationship—andyou’ relikely to
over- or under-spend on business technology initiatives. Why? Because
businessmodel scannot exi st without enabling technol ogy andtechnology’ s
only purposeisto support businessmodel sand processes (unlessof course
selling technol ogy and technol ogy servicesisyour business). Y es, theimplica-
tionsherearehuge. Without good synergism, you’ Il endupwithtoomuch, too
little, wrong, expensiveand unreliabletechnol ogy supporting businessmodels
that may or may not exceedtheir potential .

If we' ve learned anything over the past few years, it’' s the importance of
pervasive, secure, reliablecommunications. It not just about thelnternet. It's
about communi cationsinsideand outsideof your firewallsandit’ sabout mobile
communications. It’ sabout communi cationsamong your employees, suppliers
and customers—and evenyour competitors. Haveyou ever wondered about
Dell’ s(and other) onlinecomputer sitesthat sell Microsoft softwareand HPQ
printers?(ThoughDell’ srelationshipwithHPismorestrained thanit wasprior
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to the HP/Compag merger and Dell will not continueto directly channel HP
printers.) Sinceall of thesevendorsneed each other, they need tocommunicate.

I’ snoexaggerationto say that communi cationstechnol ogy will makeor break
your ability tocompete. Thereareall sortsof issues, problemsand challenges
that faceyour organizationasit wrestleswithitsbusinessstrategy, itscommu-
nicationsresponseandit’ sability to adapt quickly to unpredictableevents.

Figure4identifiessomeof thesesynergisticissuesand questions.

Assessmentsneed to bemadefirst about whowill connect toyour “ network.”
If your network will be wide —lots of employees, customers, employers,
partners—thenyoumay needto completely re-architect your communications
infrastructure. Y ou should simultaneously ask questionsabout theapplications
(like e-mail and workflow) that ride on theinfrastructure, and how you’ll
manageinfrastructuremigrationand measurecommunicationsefficiency. Y es,
theseare C-level questionsnow.

Noteagain that thedistinction between businessand e-businessisgone: all
busi nesstechnol ogy plansshould assumefull connectivity amongaconstantly
growing number of participants. If you fast-forward fiveyears, you'll be
expectedto havethecapability to add or del etenetwork nodesand usersat a
moment’ snotice.

Figure 4. Communications questions about business technology and
management
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Thewhole concept of “communicationssupport” isalready obsol ete, since

communi cationsisnot asupporting player but anintegral part of every aspect
of your businessprocess.

What About Transactions?

There sapretty good chancethat your applicationsportfolioisahodge-podge
of applicationsdevel oped over thepast 30 yearsor sothat requiresomeform
of lifesupporttoexist. A depressing exercisewould beto develop apiechart
that segmentswhat you spend on applicationslife support versusstrategic
positioning through new application deployment. If | wererunning abusiness
today, I’ d want to seethetrendshere. Oneof theapproachesto Y 2K wasto
makeold systemscompliant. Whilethat may havemade sense, beforetaking
that step | would haveinsi sted on seeingthelifesupport data. | would not have
spent money on an application that wasalready costing meprofit.

If you'reinalargecompany, you’ veprobably got some mainframe, client/
server and I nternet/Web applications(that aredriving your e-businessstrat-
egy)—and hereinliestheproblem: for thepast 30 yearswe' vebeendefining
applicationsaroundsilosandfiefdoms. Infairness, wedevel oped applications
aroundtasksweneededto complete. Initially thesetaskswerecomputational;
over time, they becametransactional, and now they’ recollaborative. Unfor-
tunately, many of usarestill just computing.” It snolonger about disembodied
tasks, silosor fiefdoms. If you’ vegot peopl ethat seethe businesstechnology
worldthroughadversarial glassesyou needto takethem out of thegame.

Theapplicationsend-game consists of aset of inter-related, interoperable
back-office, front-office, virtual -office, desktop, |aptop and personal digital
assistant (PDA and other thinclient) applicationsthat support collaborative
business strategies. Put another way, continuoustransactionsthat connect
customers, suppliers, employeesand partnersarethelifeblood of your 21
century success.

A key application question should focusontherel ationshi p between transac-
tionsand profit.

Do you know which ones yield the greatest profit? Do your applications
facilitatethetouching of employees, suppliers, customersand partners? How
many applicationsdoyou have(that run onyour desktops, laptops, PDAsand
other accessdevices)? Do you have an applicationsportfolio management
system that hel ps you locate and support your applications? How do you
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Figure 5. Applications questions about business, technology and
management
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support all of these applications? Do you havein-house support —your own
technol ogy staff —or doyou useavendor to support your applications?If you
outsourcesupport, how well isthevendor performing?

Figure5listssomeof thequestionsbegging for immediateanswers.

And Data?

Dataisthelifeblood of your applicationsand your need to link employees,
customers, suppliersand partnersinavirtual world. Wenow think beyond
databaseadmini strationand about i ntel ligent decision support, onlineanal ytical
processing, datawarehousi ng, datamining, businessanal ytics, metadataand
universal dataaccess. Or at | east we should. We should stop thinking about
thesetechnol ogiesandtool sastechnol ogiesandtools, but asintegral partsof
new businessmodel slikecustomization, personalization, up-sellingand cross-
sling.
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Thebusinessquestionsabout datainclude: canwecross-sell and up-sell? Can
weconnect everyone?Canweextend our businessmodel sthroughintegrated
data, content and knowledgebases? Thetechnol ogy questionsaddressvaria-
tion and integration, and the management questionsaddressadministration
efficiency.

Figure6listssomeof these questions, questionsthat should get you thinking
about theinter-rel ationshi psamong busi ness, dataand management.

Who Owns Security, Privacy And Trust?

Security —anditsfirst cousin, privacy —arenow household requirements. If you
ignorethem, you’ retoast. How did thishappen sofast?Blameit ondistributed
computing—and thedistributed steroid known astheInternet. Asbusiness
modelsmovedinto cyberspacewefound oursel vesfacing new threats. We're
now surrounded by security and privacy technol ogies, officers, consultantsand
regulators.

The September 11, 2001 wake-up call a so hel ped everyonefocusonsecurity.
For lots of years, it was hard to get physical or digital security budgets
approved. It’ seasy now.

Figure 6. Data questions about business, technology and management
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Trust iscritical here. While many consumers have increased their online
purchasing, therearestill lotsthat havereservationsabout making serious
purchasesover theWeb. Businessprofessional sfeel thesameway about large
digital business-to-business(B2B) transactions, and problemswith spamand
pornography continuetogrow.

Denial of serviceattacks, viruses, sabotageandfull-blowninformationwarfare
areall likely toincreaseasour dependency ondigital transaction processing
increases. Should | say thisagain? Y es: denial of service attacks, viruses,
sabotageand full-blowninformationwarfareareall likely toincreaseasour
dependency ondigital transaction processingincreases. Thisisaperfectlinear
relationship.

Figure7listssomeof thekey questions.

Technology hasto providetrust and protectionin cost-effectiveways, and all
of thetrust, protection and technology pieces have to work together inan
environment that’ s procedural and disciplined. The key point? Trust and
protection arebusinesstechnol ogy management goal s, not technol ogy goals.

Figure 7. Security and privacy questions about business, technology and
management
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How About Variation?

Variationinyour environment—whether it appearsinfurniture, heatingandair
conditioning, your fleet or your technol ogy infrastructure—isexpensive. But the
whole area of standardsisfraught with emotion. Nearly everyonein your
organizationwill havean opinion about what the company should do about
operating systems, applications, hardware, softwareacquisition, servicesand
evensystemdevel opment lifecycles. Everyone. Eventhe peoplewho have
nothingto dowith maintainingyour computing and communicationsenviron-
ment will have strong opinionsabout when everyone should movetothenext
versionof Microsoft Office. Infact, discussionsabout standardsoftentakeon
epic proportionswith otherwise sane professional sthreateningtofall ontheir
swordsif theorganization doesn’ t movetothenewest version of Windows(or
Notes, or Exchange—or whatever).

What doesmanagement real ly want here? M ost businessesdon’ t associate
standards-setting with businessmodel s, processes, profitsor losses. Whether
the environment has one, five or 20 word processing systems, variationis
seldom associ ated with businessperformancesinceit’ shardtolink homoge-
neity withsales. Butthefact remainsthat expensesareclearly relatedtosales,
and standards are closely related to expenses. Herein lies the subtlety of
standardsand 21 century businesstechnol ogy convergence.

What elsedoyouwant?Y ouwant flexibility —and hereliestheonly sometimes-
valid argument against standards. If your environment doesn’ t support the
businesscomputing or communi cationsprocessesthebusinessfeel sit needsto
compete, therewill beloud complaints. Businessmanagerswant tocompute
and communi cate competitively. Standardsareoften perceived asobstacl es,
not enablers. But, almost always, nothing could befarther fromthetruth.

If we' velearned anything over thepast few decades, it’ sthat standardsareas
much about organi zational structures, processesand culturesasthey areabout
technology. Theability to actually control computing and communications
environmentsthrough thoughtful governancepoliciesand procedureswill
determinehow standardized organi zationsbecome. We' veal solearned that
themoreyou succeed, thelessyou pay.

Theother sideof standardsstory istechnology. Will theworld migrateto Java
applicationsor will extensiblemark-uplanguage (XML) obviatetheneedfor
commonapplicationsarchitectures? Will fast Ethernet grow dramatically ?Will
Bluetoothor other wirelessstandardslike802.11 dominatemobilecomputing?
Ohyeah, thiscanget really annoying. If youfind yourself at ameetingwhere
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debatesbreak out about thisstuff at thislevel of detail youneedtoeither leave
themeeting orimmediately revisetheagendatokill discussionswithno hope
of ending. But thisdoesn’ t mean that the conversati onsabout specifictechnol -
ogy standardsaren’timportant. They’ reenormously important. They deter-
mine how much businessagility you have, how much businesstechnol ogy
efficiency you enjoy, and how muchyou spendto keep thetrainsrunningon
time,

But here’s the key point: you’'re not in the technology standards setting
business. Regardlessof how brilliantyour CIOor CTOis, heor shewill have
minimal impact ontheultimatedirectiontheindustry takes. (1 apologizetothe
ClOsand CTOsout there, butitiswhatitis.)

Theway to sidestep thestupid debatesistolook tothemajor vendorsandtheir
commitmentsto standards. Thevendors? Theenemy?Y es. They —alongwith
their consultant compatriotsandthelargest vertical industry players—control
thedirectionand paceof standards. All you havetodoiswatchthem, avoid
early standards commitments, and then make them make good on their
migration (to new standards) or integration (of older standards) promises.
Making betsontheoutcomeof technol ogy standardswarsisdumb, especially
whenthecostsof |osing arehugeandtheprobability of influencingtheoutcome
issmall.

Figure8. Standardsquestionsabout busi ness, technol ogy and management
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It’slikely you' veheardreferencestoreturnoninvestment (ROI) and thetotal
cost of ownership (TCO) every timethesubject of standardscomesup. L est
therebenomisunderstanding here, thereisno questionthat environmentswith
less-rather-than-morevariationwill savemoney. Or put another way, you have
somechoiceshere. Y ou can aspireto besaneor insane.

Figure8listssomequestionsthat will hel pyouimplement astandardsstrategy.

So How Well Are You Organized?

Beyondtheendl essdiscussionsabout death-march ClOswhoreport to CFOs,
and CheshireClOswho' velanded seatsat the big tablecourtesy of their CEO-
reporting relationship, arehugeissuesaround how to make businesstechnol -
ogy “work” inyour company. Better yet, theobjectiveisto havebusinessand
technol ogy integrateinyour company.

It’ stimetocompletely re-think all this.

For now at |l east, inahierarchical organizational structure, your ClOandCTO
shouldreporttothe CEO (later we' |l talk about whether youstill needaClO
or CTO). But thiswholenotion of technol ogy peopleversusbusinesspeople
isobsolete. How canatechnol ogist who’ scluel essabout businessbeeffective?
How can abrilliant business strategist who’ s cluel essabout technology be
effective?Givemeabreak: it doesn’ t get morebasicthat this. Prior tothestart
of the2™digital revolutionit didn’t matter all that muchif therewasno cross-
fertilization, but now it determinesmarket share.

Figure9listssomeof thekey organization questions.

Thequestionsfocusontherol ethat businesstechnol ogy playsinthecompany
aswel| asthetool snecessary to managebusinesstechnol ogy assets. Asalway's,
incentivesshouldplay apivotal roleinbusinesstechnology optimization.

Weall know that it’ snaiveto believethat behavior will changeby redrawing
organizational boundariesor by codifying new responsibilities. It alwayshas—
andawayswill be—about people. | don’t carehow many bal anced scorecards
you have, how many gurusyou have under contract, or how largeyour market
is, without theright peopleyouwon’ t succeed. They need theright skillsand
incentives, among other attributes.

Inorder tomake 21% century businesstechnol ogy convergencework, several
thingsabout your peoplemust betrue:
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Figure 9. Organization questions about business, technology and
management
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*  Businessskillsetsmust bere-examined. Skill setsthat assumed discrete
(versuscontinuous) transactions, relatively slow businesscycles, limited
supply chains, tightly managed partners, and massmarketing (versusmass
customization), among other 20" century businessmodel sand processes,
must becomplemented by thosewho think about continuous, customized
transactionsinever-collapsing supply chainsand collaborativepartner-
ships.

*  Technology skillsetsmust al so bere-examined. Skillsetsthat supported
mai nframe-based applications, data center operations and extensive
softwaredevel opment arelessval uabl etoday —and will certainly beless
sointhefuture—thanarchitecturedesign, applicationintegration, distrib-
uted applications(so-called network centric applications), project man-
agement and program management skill sets.

* Incentivesmust bere-examined. Wemust revisitthereward structureto
makecertainthat theskills, talent and activitiesthat meanthemost tothe
company aregenerously rewarded, whilethoseof lessimportanceare
rewarded accordingly. It’ sessential that the® right” messagebesent here.
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Employees must believe that there’ s a clear vision for the business
technology relationshipandthey’ |1 berewardedfor their commitmentto
thisrelationship.

* A new breed of business technology professional must be fielded,
including professional s with an understanding of broad and specific
technol ogy trends, collaborativebusinesstrends, and how to convert the
intersectioninto profitablebusi nesstechnology models.

Thisisvery tough conversation. We' ll really getintoitin Chapter VI, but
sufficeit say herethat there’ senormousleveragein your courageto make
obj ectivedecisionsabout people. Clubby, goodol’ boy cultures, especially
giventhevelocity of 21% century business, will becomemajor dragson business
effectiveness. Someindustrieswill haveto makefundamental changesinhow
they staff up—andout. Draw astraight linebetween profitablegrowthinyour
company andtheindividualsdirectly responsibleforit, and then draw dotted
linestoall of therest. Thesolid, boldlinesidentify thekeepers. Thedottedlines
identify somedecisionsyou need to make.

Takealook at Figure 10. Many of the serious peoplequestionsarethere.

Figure 10. People questions about business, technol ogy and management

Convergence

/f-- i

/ Business

* What Do You Need to
Get Done?
- Do You Have the
Right People?
* Are Your Key People | .
BusTech Schizo- e
phrenic?
Management

"+ Do We Know What They Know?
- Do We Continuously Assess Our
Core Competencies?
+ Do We Aggressively Train?
+ Do We Candidly Assess Talent?
* Do We Have the Right Incentives
in Place?
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Who Owns The Future In Your Company?

Who' sinchargeof tracking busi nesstechnol ogy trendsinyour company?Lots
of placeshavein-housegurus, but very few havecreated formal positionsto
track themaj or businesstechnol ogy trendsthat canimpact their companies. |
must confessthat I’ vealwaysfound thisamazing given the pace of business
technology change. Maybe it’s time for all of usto rethink our business
technol ogy watch strategies.

So how doyouidentify thebusinessmodel sand computing and communi ca-
tionstechnol ogiesmost likely to keep your company growing and profitable?
Theexplosionintechnol ogy haschanged theway you buy and apply technology
and hasforever changed expectati onsabout how technol ogy can and should
influenceyour connectivity to customers, suppliersand empl oyees.

What you needisatechnol ogy investment agendathat hel psyouidentify the
businessmodel sand processesand enabling technol ogiesinwhichyou should
invest moreandthosethat get littleor noneof your financial attention.

Theagendaultimately must bepractical. Whilebluesky projectscanbelotsof
fun (especially for those who conduct them), management must find the

Figure 11. How to think about business technology trends

Convergence

Business Technolo

+ Are We Tracking + Are We Tracki
Emerging Business
Trends?
- Agility
- Collaboration
- Supply Chai

Management
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Piloting Program in Place?
- Do we Have Emerging Business
Technology Pilot Metrics?
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businessmodel sandtechnol ogieslikely toyieldthemost growthand profitabil -
ity, not the coolest write-up in atrade publication. But this can be tough
especially when there’ s so much technology to track —andrelatively little
certainty about what your businessmodel sand processeswill look likeintwo
or threeyears.

We need to rethink strategic planning, scenario development and other
activitiesthat can reduceuncertai nty about future busi nesstechnol ogy success.
Figure1lintroducessomeof thekey questionsabout trendsspotting.

Early Takeaways

Thischapter hasonly scratched the surface of how we need to think about
businesstechnol ogy convergenceand what you needtoknow anddotokill the
competition in the 21% century. I’ m focusing here on business technol ogy
convergence because of theleverage onecan gainthrough convergenceand
becauseof themoney wecan so easily wasteif thewrong decisionsaremade.

Thisbook isabout therel ationship among busi ness, technol ogy and manage-
ment. [deally, after readingityou’ Il think alittledifferently, know somethings
youdidn’t know before, and be ableto do somenew things.

Here'sasummary of some of the key ideas from the above and following
conversations.

»  Technology decisions cannot be made in a business or management
vacuum. All technology decisionstouchinternal (employees) andexternd
(customers, suppliers, partners) players, and all technology investments
shouldbedrivenby holisticstrategies.

*  Thereare management processesthat can make business technol ogy
investmentsmorecost-effective, processessuch asr easonablebusiness
case development, assessments of total cost of ownership (TCO) and
return-on-investment, performancemetricsmanagement andduediligence.

»  Therelationshipamong business, technol ogy and managementisinsepa-
rable—no matter how hard wetry totreat themindependently.

*  Emergingbusinessmode swill requirecollaboration, supply chainintegra:
tion, agility and continuoustransaction processing; thedistinctionswe
now draw between businessand e-businessaregone.
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*  There sarange of mainstream technol ogies necessary to defineand
support successful existing and future businessmodel s, suchascommu-
nications, applications, dataand security technol ogiesdistributed across
theenterprise.

*  There sarangeof emer gingtechnologies, likewireless, Web services,
natural languageunderstandingand automation (includingthe® semantic”
Web) likely toimpact businessthemost.

*  Therangeof organizational and people(political) strategiesnecessary to
makeall of the pieceswork together including strategieslikedecentrali-
zation, standards-setting, project management and e-learning will require
you to make sometough decisionsabout somegoodol’ boys.

Conver gence Excellence

Thegreatest challenge—of courseand always—ischanging theway wethink
about thebusi nesstechnol ogy rel ationship, andthen dealingwith theimplica-
tionsof really new ideas. Chancesareyou probably don’ t think about business
andtechnology holistically, that your ClOstill at |east partially reportstothe
CFO (or not to the CEO) and that questions about technology tend to be
expense-related, not strategic. There’ slotsto do but thistimewecannot rely
onthenormal delaysthat haveexplained theevol ution of businesstechnol ogy
over thelast 30 years: within threeto five yearsall of thisstuff will work
together, your businessmodel will havemorphed horizontally andvertically and
your key peoplewill either beintegrating seamlessly inyour organization or
doingitsomewhereelse. Don’t belulled by everyone sover-reactiontothe
bursting of thedot.com bubble. What’ shappening hereisfundamental . Just
when everyonethinksthat businesstechnol ogy isbusiness-as-usual, mega
changesareoccurringinwhat’ spossible, andinhow businessand technol ogy
will converge.

Thekey istorecognizethe crossroadswe’ reat now and beginto take steps
tothink about which new directionstotake. Start with abusinesstechnol ogy
management health check framed by the questions posed in the Figures 2
through 11. Theanswersto these questionsmight hel p you better understand
whereyou arenow and whereyou should begoing. We' || digmuch deeperin
thefollowing conversations.
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Does This Make Any Sense?

Sowhat doyouthink?

TheCEO ...

“ S0 basically you think we’'ve screwed up the relationship between
business and technol ogy, and now we havetorethinkit—again ... haven’t
we been here before?”

TheCFO ...

“ Sounds like ‘re-thinking’ will cost money ... will the outcome of all this
require meto write yet another technology check? | remember everyone
talking about e-business the same way ... why is ‘convergence any
different? | must say though that | like that question about *profitable
transactions’ ... do we know exactly where we make and |ose money and
what buttons we could push to make more?”

TheClO ...

“Yeah, and what about all the good stuff we do day in and day out? Does
anyone get any credit for this? The lines of business are clueless about
what we do all day and have never given us clear guidance about what to
buy —and not buy ... all they want iseverything to work all of the time and
cost lesseach year ...right ...”

TheCEO ...

“ OK, you deserve some credit ... feel better? But | have to tell you that
there'sstill apriceonyour head ...therearealot of peopleinthetrenches
that want you gone ... | get callsevery day about systemsthat crash ... not
to mention what your team costs all of us ...”

TheCTO ...

“There’snojustice ... you want five 9sfor no pain ... our infrastructures
and architectures are obsolete because you bastards won’t spend any
money on the basics ...”
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TheChief Operating Officer ...
“What the hell is an ‘architecture’?” “What are ‘five 95 ?”

TheCSO ...

“ All of thismakessense, | guess, but westill haveholesinour infrastructure
and environment ... we can get hacked anytime ... we need to spend a lot
more money here ... I’ ve been telling you this for years ...”

TheCMO ...

“Isthereareasonwhy | should be here? | don’t hear anything really new
... you' ve been talking about all thisfor at least a couple of decades and
nothing really changes ... if there’ s no new message here or something |
can really spin, then | have some other thingsto do ...”

TheGeneral Counsel ...
“Metoo ..

TheCEO ...
“ Everyone, just sit down ...”

TheFacilitator ...

“ Great group we have here ... pretty typical stuff ... but you’' ve all missed
the point. Here's what we need to do ... first, forget about Y2K, the
dot.com bubble and the great deals you got on unproven technology and
servicemodels... second, strip away the hype and remember that vendors
and consultants are not our friends, at least not yet ... next, rethink your
business models and the best that technology can offer, especially as it
involves collaboration and integration ... | have to show you a slide ...
look at this ... thisisthe essence of how you need to think —and what you
need to do ... collaboration is about business and integration is about
technology ... all of your business technology decisions should pass
through the collaboration/integrationfilter ... every God damned one of
them ...
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Communications
Applications
Security

Communications
Applications
Security
Data ..

e

Integration

3 0—=+03000 ——00

Stay out of the red zone, minimize your time in the yellow zone and work
the green zoneto death ... thisiswhereyou want tolive ... it’ sthat simple
... if you have business models that are not already collaborative or not
heading fast in that direction, kill them, and if you have technology that
doesn’t work together today and isn’'t likely to tomorrow, kill that too ...
okay?”

TheCFO ...
“I like this picture ... finally, a hammer ...”

TheCEO ...

“1 likeit too, but it’s a hell of alot morethan a hammer ... it sounds like
away to finally get all this stuff to work together ... good timing, by the
way, because |’ mtired of dealing with the* relationship’ the same old way
... and the board of directorsis actually starting to understand this stuff
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TheCLO ...
“ Did someone give them * The Idiot’ s Guide to Technology’ ?”

TheFacilitator ...

“Cute ... let’s continue with a conversation about what collaboration
really means...onestep at atime—but | guaranteeall of you that thiswill
work — at least a whole lot better than things work now ... stay with me

TheCOO ...
“Not so fast ... summarize all thisin English ...”

TheFacilitator ...

“Fine ... for several decades the relationship between business and
technology evolved assilos... therewere peopleresponsiblefor business,
technology and the management of all thisstuff ... look at the next picture....

... the arrow suggests that we tried to ‘align’ these activities but by and
largewefailed ... why do | say that? Look at the next slide (I know you,
COO, you love Power point slides) ... the silosweredisconnected (assilos
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often are), we didn’t really leverage technology: we developed business
strategies and then turned to technology to make it all work, under-
emphasizingtheroleof technology—just as, by theway, businessplanners
under-appreciated what technology could really do for business ... our
management consisted of a set of ‘worst practices’ that we repeated for
decades, practicesthat were exploited by vendorsand consultants ... and
to make matters wor se, we confused our selves about how all this should
be organized ... the net effect is probably the worst track record — 75%
probability of failure —in the history of business ...”

20™ Century Alignment

- Disconnected Silos

+ Sequential Business > Technology Acquisition &
Deployment Processes

- Business Strategic Planning Under-emphasized the Role of
Technology

+ Technology Under-Appreciated Its Role as a Business
Enabler

+ Poor Management Practices Exploited by Vendors &
Consultants

+ Confused Organizational Roles & Inadequate Governance

+ Horrible Success Record ...

TheCOO ...
“Maybe | didn’t really want it summarized ...”

TheFacilitator ...

“ It gets better ... all of this was exacerbated by the perfect storm ... our
temporary insanity over Y2K, e-business and how cheap the VCs were
selling killer apps...”

TheCOO ...
“Give it to me straight ... the whole truth and nothing but the truth ...”
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TheCEO ...
“The truth? You can't handle the truth ...”

TheClO ...
“Let’s get to the good stuff ... so what else are you telling us?”

TheFacilitator ...

“ Thefutureisabout businesstechnol ogy convergence ... thesiloshaveto
come down ... we have to recognize that business, technology and
management are inseparable and that this inseparability has huge
implications for how we devel op business technol ogy strategies, how we
buy stuff, how we make it work together and — essentially — how we kick
the competition’s ass ... look at the next slide ...

21s* Century Convergence

 Inseparability of Business, Technology &
Management

- Implications of This Inseparability

+ Business Trends + Technology Trends +
Management Best Practices = Convergence

* Changing Organizational Roles &
Responsibilities

* All Guided by the "Right” Questions About
Business Technology Convergence ..

TheCEO ...

“This is starting to make some sense ... tell me more about these
‘implications’ ...
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TheFacilitator ...

“Sure ... business is changing ... all this ‘collaboration’ talk is real
...here’ swhat the new business priorities and capabilities look like ...

A

Inside/Outside Collaboration

c
‘:) Personalization & Customization

E Supply Chain Planning & Management
E Real-Time Analytics & Optimization
E Automation

" Trust ..

... and here’ s what the new technology priorities look like...

Back Office, Front Office &
Virtual Office Applications
Integration & Interoperability

Data, Information, Content &
Knowledge Integration

Pervasive Communications
Adaptive Infrastructures

Security & Privacy ...

Integration

... and here are the management priorities’
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Business Technology Case Analyses
Total Cost of Ownership Analyses

Strategic Return on Investment
Analyses

Organizational Adaptability &
Accountability

Acquisition Management

SO =-=+D0D 3000 ——00

People Management ...

>

Integration

TheCEO ...

“ S0 we have some work to do ... and all those questions you just asked
need to be answered before going forward — before spending another
hundred million dollars ...

TheCFO ...
“Halleluiah! I’'ve died and goneto heaven ...”

TheFacilitator ...
“Not quite yet ... now we need to drill down on all these ideas ...”

TheCMO ...
“I'll be back ... I just need to make a quick call ...”
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Endnotes

1 Paul Strassmann’ swork isimpressiveand persistent. He spublished a
number of booksand countlessarticlesonthetechnol ogy/productivity
relationship. Gotowww.strassmann.comfor moredetails, accesstohis
articlesandinformation about hisbooksand consulting services.
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Chapter |11

TheBusness

Conversation -
Where We're Going

Sowhat dowehavehere? Thisconversationwill focuson:

*  Collaborationandall of itsflavors, including supply chain management,
personalization, customization, optimization, automationandtrust—and
how if you’ renot thinking about collaborative businessmodelsyou’ re
toast.

* Continuousversusdiscretetransactions—the big changefromthe
20" century which, among other things, hasobliterated thedistinction
between business and e-business and forced usto think about “whole
customer/supplier/employee/partner management.”

* Real-timeanalytics—your next best friend.

*  Thecollaborationandintegrationinvestment filtersasuber -filters: if
businesstechnology investmentsdon’t pass, you don’t dothem.

*  Businessscenariosand how to buildthem, becauseyou haveto model
your collaborativefuturebeforeyou can maketheright businesstechnol -
ogy investments.
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So What Do You Think?

Enough of thepreliminary stuff —let’ sget started.

Y oumakethings, you sell things, you servicethings. Tento 15yearsagothe
processesthat optimized production, salesand servicewererelatively well-
bounded, with clear beginnings, middlesand ends. Today those processes
should beextended and continuous. Thisistheessenceof what’ shappenedto
businessover thepast 30 yearsand what technology’ smadepossible. Thisis
thechangethat’ sso essential to understand, thisiswhat technol ogy enabl es.
Onecannot exist without theother. Thisconversationwill focusonemerging
businessmodels. ChaptersIV,V, VIand VIl will identify thetechnologiesand
management best practi cesthat should convergewiththenew businessmodels
tocomplete, towin. Y ou see, thisisat thecoreof thewhol ebus nesstechnol ogy
convergencemessage: holisti cthinking about busi nessand technol ogy wrapped
in solid management practices. Thisisthenew corecompetency. Theanti-
competency islinear, sequential thinkingabout business/technol ogy alignment.

Sounds great, but what the hell doesit mean? One way to think about the
changeisto contrast discrete transactionswith continuous ones. Discrete
transactions—likesellinginsurancepolicies, buyingdisk drivestobeincluded
in PC manufacturing, or buying or selling stock —used to bediscretetransac-
tionsthat onecoul d begininthemorning and competeby afternoon—or thenext
morning after a good night’s sleep. Even today these transactions are
continuous. Oneinsurance policy isblended with another. Cross- and up-
selling are continuous goals. Disk drive acquisitionisintegrated into PC
manufacturing and buying and selling stock issimultaneously linked to tax
calculatorsand estate planners. Tomorrow all of thesetransactionswill be
extended, continuousand automated.

Another way tothink about all thisistoimaginewhat wouldbepossibleif your
company hadimmediateand continuousaccesstoitsemployees, customers,
suppliersand partners. What if you could communicate with all of these
constituencieswhenever youwanted? What if you couldtell them about new
deals, discountsand opportunitiesanytimeat all?

What if you could connect all of your suppliers with your manufacturers,
marketers, sal espersonsand customers? I n spiteof what supply chainvendors
tell ustoday about how integrated supply chainsreally are, they’ reonly partially
connected. Butwithinafew yearsthey’ || collapseintowebsof efficiency that
will blow away anythingwe' veimaginedto date. Technology investments
today must anticipatethe connected tomorrow.
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Fiveimportant questions:

*  Doyouthink about businessthisway, asacontinuousprocessof action
andreactionthat will eventually becomequasi-automated?

*  Doyouthink about “whole customer management,” where customers
havelifecyclesthat can be monetized?

* Do you think about supply chains that connect manufacturing with
inventory control, distributionand service?

*  Doyouthink about how transactionscan beautomated?

»  Doyoufilter your businessandtechnol ogy decisionswithacollaborative
mindset?

What do you think? Canweget therefrom here? Onething’ sfor sure. If we
continueto think about businessprocessesasdiscretewe’ [l missprofitable
opportunities for continuous transaction processing. Worse, if you keep
making investmentsin plant, equi pment, communications, data bases and
applicationsthat areinconsistent with the collaborative, continuousworld,
you'’ Il wasteaton of money positioning yourself to succeedinthepast.

We're at avery different place now. Do you seeit? Connectivity among
employees, suppliers, customersand partners—thoughfar fromcomplete—is
enablinginteractivecustomer relationships, integrated supply chainsandthe
businessanalyticsthat permit real -timetinkering withinventory, distribution
and pricing. Thestrategiesand businessmodel swerealwaysthere. For years
we' veimagined seamlessconnectivity and ubiquitousbusiness. But theconver-
gence of businessand technology hasmadeit morethanjust possible.

Thenet effect isthat timeand distance have been compressed, and speed and
agility havebeen accel erated. Somestrategistsget thisand somedon’t, just as
somewarriorsunderstood theimpact of thelongbow and somedidn’t. These
are not debatable issues. If you have peoplein your organization that still
challengetheimportanceof connectivity, collaborationand continuity thenit’s
timetore-staff. (I remember not too many yearsagowhenasenior guy ina
company told methat thelnternet wasa“fad,” andthat it woul d disappear in
acoupleof years. The samecompany believed that employees should not
haveaccesstothelnternet and that e-mail undermined productivity. If you
find yourself surrounded by thiskind of thinking—andyou’ reincharge—
thenyou need towhack the Nay Sayersandimmediately get someobjective
counsdl.)
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Thecollapse of thedot.comsgot way too many of usto believethat thenew
digital economy died beforeitstime. Theirony isthat thehypecloudedthe
preview of aclassicmoviesetto bereleasedinjust afew short years. But the
plot remainswhat it alwayswas. Here’ swhat you should assume:

 Thedistinction between businessand e-businessisgone. Thereis
just businessnow with one additional channel, the World WideWeb.
Thetotal integration of off-lineand onlinetransactionsisinevitable—and
well onitsway. If you have“ e-business’ or “e-commer ce” divisions
or practices, fold themintoexisting, evolvinginitiatives.

*  Thedistinctionsamong business-to-business(B2B), business-to-con-
sumer (B2C), business-to-empl oyees (B 2E) and business-to-govern-
ment (B2G) are evaporating. Well-bounded business models and
processesaremor phingintoblended, continuoustransactions.

e Collaborationisthewatchwordfor the21% century, theumbrellaunder
which supply chain planning and management, masscustomizationand
personalization, dynamic pricing, and awhol e host of new modelsand
processeslive. Talk about it, invest toachieveit, and train around
it.

*  Eventually many old and new processeswill beautomated. It makes
no sense for a procurement officer to manually repeat purchases that
occur monthafter month. Such management should beby exceptiononly;
onceautomation occursbusinessbecomescontinuous.

 Everybusinessandtechnology decision you makeshould bemade
through the collabor ativelensthat also sightsintegration. Every
glance backwards or sidewaysfrom thislens hampersyour ability to
compete.

Thelast bulletisat thecoreof businesstechnol ogy convergence. It’ salsoatest.
Y oucantakeityourself and giveittoyour trusted advisors. Y oucangradeit
andweep. Why?Becausein spiteof how well your peoplehavemastered the
buzzwords, they probably havenoideawhat we' retalking about here. The
changeinbusinessissoprofoundthat it’ shardfor peopletoabsorb. Theidea,
for example, that one’ smanufacturing supply chain could befed by real-time
component quality dataor that customer requirementscoul d be personalized
duringassembly isstill vagueto many strategists—and|otsof managers. The
problem is that we're conditioned to think that change occurs gradually
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(especiadly after dispellingthemythof thelnternet “killer gpp”) and wedi scount
theimportanceof theimpact of multipleevents, opportunitiesandtechnol ogies.
Wedothisbecauseit’ ssohardto conceptualizethingsholistically andinfer the
impact onyour businessand your competitors’ business. How candid should
webehere? Executivesand managersthat grew up with discretetransactions
and back room“ support” technology haveavery difficulttimeunderstanding
al this. Y es, they get someof thelexicon but they cannot easily comprehendits
significance. (By theway, wheredoyouget your “radical” ideas? Whothinks
outside-the-box inyour company?Arethey rewarded—by you—or arethey
forever branded asoff-the-wall ?Who'’ syour collaboration guru?)

Withtheglovescompletely off, I’ darguethat half your teamispretty clueless
about the new business models and how they converge with technology.
They’realsoill-equippedtoimplement evidence- (versusbias-) based man-
agement practices. Theother half areonly slightly awareof what’ shappening.
There might be afew that fully understand how fundamentally things are
changing, but most of them are struggling to comprehend how collaborative
trendsintersect withtechnology. Why isthissodifficult? Theanswerissimple.
It sbecausein order tofully appreciatewhat’ shappening, you haveto know
about vertical business trends, trends in computing and communications
technol ogy and creativemanagement techniques. Theleverageliesinconver-
gence, butinorder tofindityouhavetounderstand all sidesof theequation.
Very few people(andthat includesconsultants) really understand themall.

Figure 12. Collaboration drivers of business technology convergence
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Thereareahandful that have grown upintechnol ogy that have morphedinto
businessstrategistsand viceversa, but by andlarge, peopl ethat understandthe
convergenceof businessand technol ogy arefew andfar between (if you have
any, makesureto keep them happy).

Let’ sdigalittledeeperintowhat’ shappening. Remember thepictureinFigure
12? We're now talking about the left side and what it means to identify
collaboration asthebusinesstrend you should understand.

| nside/Outside Collaboration

Theideahereissimple: strategically connect employees, customers, suppliers
and partnersfor competitiveadvantage. Twothingshaveto betrueto make
collaboration work. First, collaborative processes have to be defined. For
example, Dell assemblescomputersby exploiting anintegrated supply chain
that consistsof suppliers, employees, customersand partners. All playershave
aroletoplay. Suppliersprovidestuff that getsassembled whileemployees
monitor thequality of the stuff and theassembly process. If, for example, a
batch of disk drivesunder-performsthenarequest for suppliesisbroadcast to
aternativesuppliers. Customerscan customizetheir computersonlinewhere
they can al so buy softwareand printers(and other devices) from partners. The
process defines collaboration —technology enablesit. Whileit’sall about
collaboration, theprocesshasto bedefined, efficient and profitable. In other
words, it’ spossibleto defineinefficient and unprofitablecollaborative pro-
cesses, just asit’ s possible to deploy the wrong technology (to enable the
wrong collaborativemodel).

Thetrickistodefinecollaborative processesthat improveefficiency, reduce
cost, improveprofitability, increasemarket share, extend thestaying power of
Viagraand bring peacetotheMiddleEast. Let’ skeepit simple: youneedto
definecollaborativebusi nessmodel sand then deploy technol ogy that enables
profitablegrowth (but aswe’ Il discussin Chapter IV, that technol ogy hasto
integrate).

Ouir first stepstoward empl oyer/employee collaboration wereenabled by e-
mail and other workflow applications, but the story got interestingwhenwe
launched I ntranetswhich were early internal portalsto applications, data,
news, benefits, operational processesand communication. Many companies
built Intranetsto solvelotsof internal collaboration problems(and software
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vendorssubsequently exploited thetrend with knowledge management and
off-the-shelf enterpriseportal applications). Butwhat’ sthepoint? Why should
anyoneupdateabenefitspackagethroughamassmailing? Why wouldweever
announce personnel policy changeswith paper memoranda? I nstant updates,
immediatecommuni cation and continuousdocumentationareal | enabledwith
simplelntranet technology. It’ sfast and cheap.

Taketheideaand extendittoyour customers. Touchthemdigitally. Obviously
thisdoesnot meanthat youwill only touchthemdigitally, but that digital contact
representsanother way to stimulateand servethem. Convenience—fromyour
customers’ perspective—isthereward here. Fromyour perspective, it’ scost-
effectivenessand away to extend your communicationwithyour customers,
communicationyou canuseto pleasethem, up-sell them and cross-sell them.
(But bealittlecareful here. L otsof technol ogistscan promiselower customer
servicecostsby off-loading serviceto theWeb, wherea24/7 Web site can
answer lotsof “frequently asked questions.” Butlotsof your customershate
browsingthroughlayersof content tofind what they need. L otsof peoplestill
want to talk to another human being. It’ simportant to balance organic and
digital contact, and not “ punish” your customers, employees, suppliersor
partnerswithdigital-only accesstoimportant information.)

Now takethecollaborationideaand extend it toyour suppliers. Whilewe' l|
talk moreabout supply chain planning and managementinamoment, supplier
collaboration cantake variousforms. For example, do you planwithyour
suppliers? Doyour suppliershaveawindow intoyour production processes
—if you co-produce — or into your demand for their products if you're a
wholesaler or retailer? Do you have multiple suppliers and do they all
collaborate?

Last but not | east, extend theideato your partners. Doyou sell your own stuff
aswell asstuff produced by others? Do you sub-contract productsor services?
I magineacapability that would enableyouto planwith your suppliersand
partnerstofacilitatecollaborativeforecasting and planning. | magineacapabil -
ity that would reduce transaction friction, excess inventories and pricing
ingtability?

Collaborationtightensthevaluechain of your business. Thinkingthiswayisa
derivativecorecompetency. If your executivesand managersaren’ t thinking
about the costs and benefits of collaboration engineering, then you havea
problem.

All of thisconnectivity goes under lots of namesthese days. I’ ve selected
collaboration asthegeneral termthat conveysinter-connectivity among em-
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ployees, customers, suppliersand partners. Jim Champy callsit X-engineering
—another good term because it implies that business processes need to be
extendedinmultipledirectionssimultaneously.

WEe'll look at anumber of flavorsof collaborationyou needtotry. Asalways,
remember thedecisionfilters: if applications, infrastructure, communications
and security investmentsaren’ t consi stent with collaboration (andintegration)
then you need to ask some tough questions — and then shoot the anti-
collaboration/ integration planners.

Supply Chain Planning
and Management

Thisistheclassiccollaborationdream. It’ salsoonethat’ sripewithclichés. The
factisthat whenyousay “ collaboration” many peoplesay “ supply chain.” Isthis
agoodthingor abadthing? Well, firstit meansthat supply chain planningand
management areonthetop of everyone' slist of important thingsto, or at | east
think about, even if many of the people thinking about it really don’t
understandit.

Supply chain planning, management and optimi zationisasubset of collabora-
tionand of courseenableslotsof thingsincluding customization, personaliza-
tion, dynamic pricing and automated transaction processing. Everyonehas
supply chains. Even companieswhose principal productsareideas. Under-
standingwheretheleverageisand how it can beoptimizedinyour supply chain
isessential tosuccessful collaboration. L et’ sbeginwithal ook at theproduction
of ideas, since that’ s the counter-intuitive understanding of supply chain
planning, management and optimization.

Goodideasareproduced by afew smart people. Theraw ideasget packaged
by any number of clever people(yes, it’ seasier tofind clever peoplethansmart
people). Anal people then price the idea (no comment on the value or
availability of anal people). So how do you plan, manage and optimizethis
process?L et’ sassumethat you' reintheresearch and devel opment business.
Y ou have somesolid producersand somemediocreones. Y ou havedefined
processes for packaging ideas, processes for assessing ideas, and even
processesfor sharingideaswith partnersand prospectivedistributors. If you
planproperly, your supply of goodideaswill remain constant, your packagers
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efficient and your pricersanal. Optimization happenswhenyouincreasethe
number of monetizableideas. Y ou dothisby increasing thenumber of smart
peopleand working the clever and anal onesharder. What? Think about it:
optimizationisprimarily about thenumber and quality of ideasand thecapacity
tohandlethem. If thenumber of ideasrisestoofast thenyou’ || havetoincrease
thenumber of clever and anal people, but they’ reeasier tofind and keep happy
thanreally smart people.

L et’ sswitchto manufacturing. Asweall know, complex production processes
requireenormousamountsof coordination. Digital technology canhelp coor-
dinatecomplex, distributed manufacturing processes. Complex anddistrib-
uted arethe key words here. Aswe outsource more and more component
manufacturing, theneedfor digital glueisrisingdramatically.

But thesupply chain mantraismuch broader, andwhilewe' reafew yearsaway
fromcompletely integrated supply chainsit’ stimetostart thinking holistically
—now. Theleveragehereishuge. Think about it asakind of controlled, vested-
interest-based partnershipamong all of thestakeholdersinthevaluechainor,
put morecrudely, al of thepeoplewithwhichyoudeal whowant to makelots
of money. Partnership hereisbased onalittle skepticismand |otsand | ots of
shared communication.

Thepotential efficienciesand cost-savingsareenormous—if valueand supply
chains are mapped accurately and integrated effectively. The mappingis
critical. Haveyou modeled your valuechain? Doyouknow theingredientsto
your profit pie (chart)? One of the earliest questions raised here is about
profitabletransactions. Canyouidentify them quickly? Andwheredoyoulose
money? Va uechainsinform supply chainswhich can beextended asfar and
wideasyouwish, solongasyour leverageremainsintact. Inother words, while
it’ spossibleto map your company’ sentireval ueand supply chains—of course
inanexquisitePowerpoint presentation—it’ simpossibleto exertinfluenceon
your entireextended supply chain. Influencewill rangefromtotal control to
“won’tyou pleaseconsider joining our consortium?’

The piecesinclude supply chain planning, supplier management, demand
forecasting and the analytics to make it all work. There are process and
technology standardstowatchhereaswell. Y our supply chainisaffected by
these standardsand you therefore cannot ignorethem. Animportant point:
connectionsoccur perceptually, procedurally andtechnically. All threemust
existfor supply chain planningand management toactually work. Perceptually,
the members of supply chain need to want to collaborate or, put a little
differently, thereneedstobeclear vestedinterestsintheir participation. If they
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don’ tfeel it makestopline/cost management/bottom linefinancial sensethen
they won't play — or at least they won't say they won't play, but their
participationwill beslow and cumbersome. Never underestimatethedifficulty
of selling “whole-is-greater-than-the-sum-of-the-parts’ arguments. L otsof
peoplebelievethat collaborativeteams—supply chains—only work for afew
of the“partners.” “Competitive partnering” is sometimesthe best way to
understand how supply chainsreally work. Infact, therearethosewhobelieve
that thereareclear supply chain hierarchieswhere somemembersparticipate
becausethey haveno choice. Dell and HP, for exampl e, had agood partnership
going, whereDell resold HP printers, but after HPand Compag merged, Dell
announcedthatitwould privatelabel itsown printers. HP quickly announced
that itwouldnolonger channédl itsprintersthroughDell. Thefragilerelationship
betweenthetwo companiescratered whenthevestedinterestschanged.

Whereareyouonthesupply chaincontinuum? Areyoualeader or afollower?
Dependingontheanswer, you’ |l haveto planaccordingly.

Procedurally, supply chain planning and management requiresareci procating
process. Ruleshaveto beestablished and followed. Technol ogy vendorshave
devel oped software appli cationsthat managethe processaccording to setsof
rulesspecified by thecollaborators. Theperfect supply chainof courseisone
where everyone agrees on the processes and everyone then follows the
rules. Procedural mappingiscritical to successand beginswith amapping
of your current “manual” or automated supply chain. Hereare somebasic
guestions:

Howmany suppliersdoyouhave?

*  How many buying processesdo you support?

What'syour cost structurelook like?

*  Whichsupplierscost themost, deal the most and arguethemost?

*  Doyouknow wheredemand comesfromand how it changesover time?
*  Canyoupredictdemand?

» |Isdemandforecastingcollaborative?

*  Arenew productscollaboratively designed?

*  Isorder management andfulfillmentintegrated acrossyour supply chain?
*  Doyoumanageand optimizesupply chainevents(transactions)?
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If you can answer these kinds of questions, you' rein pretty good shape —
especially if the answers are accessible through an interactive, decision-
support systemtiedtoyour suppliers, partnersand customers.

Collaborativeplanning, forecasting and repl enishment (CPFR) alonecan save
tons of cash. CPFR isthe essence of inventory management and leadsto
improvementsinforecasting, salesand services—whenit’ sdoneright.

Technically, therearelotsof stepsyou cantake—after you' veadopted asupply
chain mindset and after you’ ve defined your supply chain planning and
management processesand procedures. Everyoneknowsabout theenterprise
supply chainsoftwarevendorslikei2 and Manugistics, but other enterprise
resource planning (ERP) vendorsal so offer supply chain software—not to
mentionlotsof smaller nicheplayers. Whenwetalk later about standardsin
Chapter IV, you’ Il seehow decisionsabout businessmodel sand technol ogy
standardsconvergeinthesupply chainarea, asthey doinlotsof other business
technology areas. Y ou’ veal so heard | otsabout el ectronic datainterchange
(EDI) and other technol ogieslike extensiblemark-up language (XML ) and
businessprocessinterfaces(BPIs) that maketheinter-connectionspossible. In
addition to access, collaborative partners need connections to ERP data,
procurement andbilling applications, “ storefronts’ and full-blownexchanges,
and sometimes custom connectionswith sel ected partnersthrough virtual
privatenetworks(VPNSs). Y eah, it’ scomplicated (but awesome, whenit all
works).

What’'s The Reality Here? If Thisls A 10-Year Process,
What Year Is|t?

WEe'reinyear six. Somevertical industriesareinyear threeand somein seven.
It netsout at about asix, which meansthat significant progresshasbeen made
but lots of work has yet to get done. CPFR is, for example, is a process
standard that companiesareembracing at adeliberate pace. Towersof Babel
areslow tocrumble—or integrate, and larger capital market trendswill likely
predict supply chain planning and management adoption rates. Assupply
chainsget defined, thevestedinterestsof thecollaboratorswill get quantified,
whichinturnwill permit companiesto determinewhat supply chainrolethey
want to play. Companiesal so need tolocatethemsel vesinthe supply chain
optionsspace. Therearerelatively simplebuyer/supplier rel ationships, private
supply chainexchanges, full-blown vertical marketsand even global supply
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networks. Will market-makers survive? In the late 1990s business-to-
business(B2B) exchangeswereall over the place. Companiescould buy and
sell chemicals, officesupplies, auto partsand all sortsof thingsfrom private
B2B exchanges—market-makers—that hosted buying and selling for asmall
transactionfee. But they by andlargefailed to sustainthemsel vesfor avariety
of conceptual, procedural andtechnical reasons.*

Here's the deal: to make any form of collaboration work you have to
synchronizeall threeparts. Obviously you should start withtheconceptsto see
if your collaborators get the mindset. If thelight’s green you can define
collaborative processesand proceduresand test your supply chainto seeif it
hastheright mindset (after you’ vedefined what it meansfor the participating
companiesand what it doesto their vested interests). Then and only then
shouldyouthink about technology.

Customization and Personalization

Every sooften| getane-mail (or snail mail) fromacompany that’ sprofiled me.
It sanalyzed dataabout wherel live, what | earnandwhat | buy to determine
what | likeandwhat I’ d pay for these productsand services. Whenever | watch
television| get bombarded by massadvertisingthat’ susually lostonme. | can
never remember theproduct or service, especialy whenthequality of theform
and style of the message is good. That’s one of the problems with mass
marketing and advertising. Thecontent of the message oftengetslostintoo
clever formsdesigned to appeal to asmany peopleaspossible. Asthey say,
half of all advertisingiswasted, but nooneever knowswhichhalf. Ah, butthat’s
thestrength of masscustomi zati onthrough personalization: everything’ spitched
at me, auniqueconsumer.

Masscustomizationiscost-effective. It’ sbuilt onmuchthesamedatathat mass
marketing assumesbut theideaistoinfer beyondthesimpler correlations—like
age, wealth, timeof year —to specificideasabout what youand mewouldreally
like to buy, based on inferences about us as part of alarger group and as
individual consumers. If you could reduceyour massmarketing budgetsand
increaseyour salesmorethantheadded cost of personalizationyouwinthe
contact game. Salesrise becausepersonalized contactismoretargetedthan
mass marketing contact and thereforemost of thecommunicationsareat | east
relevant.
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Y ou can* personalize” your contact with customers, supplier, partnersand
employees, and you can personalizeall varietiesof messagesincluding sales,
marketing, serviceand distribution. Y ou can also personalize with paper,
telemarketing, advertisingande-mail. Over time, givenhow low digital trans-
action costsare compared to other wayswetouchthemembersof our value
and supply chains, and how ubiquitousdigital communicationisbecoming, it
makessensefor youtoreassessyour budget allocation. Y ou’ repayingfor lots
of channel sto these people. Which onespay thebest?

There’'sagreat sceneinthe Tom Cruise/Steven Spielberg film, “Minority
Report.” Cruiseiswalkinginacity in2054 and ashiseyesarescanned he’'s
immediately pitched awhol e slate of personalized products and services.
Imaginewaitingfor aplaneor trainandrecei ving countl essmessagesabout stuff
you couldbuy that you already likeand useall of thetime—but now’ sonsale
12 feetaway?

What if you could approach all of your employees, customers, suppliersand
partnersinwaysthat matchedtheir interests, val uesand personalities? Remem-
ber that personalization and customi zation extends beyond customersand
includesall of thestakeholdersinyour valuechain.

How doyou get therefrom here? How much datado you haveon all of these
characters? Forget customer focus groups:. get to the empirical data that
permitsprofiling. Investinbehavioral modelsthat explainwhy your existing
customers do what they do and what your future customerswill value. Is
privacy anissue?Y oubetitis.We' reonacollisioncoursehere. Accesstothe
kind of datawe need to personalize and customizeproductsand servicesis
arguably very privatedatathat’ sowned exclusively by individual swho should
approveor reject requestsfor accesstotheir empirical history. But evenas
privacy regulationsandlawsevolveinfavor of consumers, therearestill | otsof
cluesout therethat will fall beyond the scope of most privacy restrictions.
Regardlessof how thisall playsout, it’ sessential that you devel op themeans
to personalize and customizeyour productsand servicesinwaysthat permit
you to adapt to changes in privacy laws, your customers’ behavior and
distribution.

How do you do this? It’sall about the depth, location and quality of your
customer data. Doesit exist? Who ownsit? How goodisit? How doesit get
better? It’ sal so about theanalysesyou performonthisdata. Somecompanies
haveexcellent behavioral scientistswhorunthedataevery whichway insearch
of correlationsthat explainwhat customersval ueand why they buy what they
do. Years ago in graduate school | wondered why | had to learn all about
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multipleregression equations. Now | understand how salesand marketing
professional scould not possibly survivewithout solving all sortsof equations
designed to explain which factors (independent variables) explain which
outcomes(dependent variables). Thepower hereisamazing. It’ spossible, for
exampl e, todeterminethefollowing about individual customers:

*  Whentodigitally (viabrowsers, cell phones, wirelessPDAS, pagers)
interrupt customerswith adeal —and when not tointerrupt them.

*  What size discounts need to be, by person, by season of the year, by
customer location andtimeof day.

*  What combinationsof productscanbesold and what productsdon’ t mix
withothers.

*  What short-termandlonger-termlifeeventsinfluencewhich purchases.
*  What formsand content of customer serviceeach customer prefers.

Thisisjust asampling of thekind of personalized and customizedinferencesthat
canbemadethat will increaseyour salesand reduceyour salesand marketing
expenses.

Therearesomewelrdthingsthat will happen alongtheway to successful digital
personalization and customization. Oneof themistheannoyancefactor. It’s
important that wevalidateour inferencesbeforelaunching digital attacksonour
customers. Whilel might likebeing offered a33% discount on pizzaif | stop
in30secondsat oneof my favoriterestaurants, | might alsofinditannoyingthat
Dominicknowswherel am(through accessto global positioning data), knows
that it’ slunchtimeandknowsthat | think hispizzaisoverpriced. My annoyance
might actually evolvetoanger as| piecetogether just how manipulated| feel.

Personalization and customization are serious sal esand marketing weapons,
but —likemany powerful weapons—can bemisusedinthewrong hands.

Personalizationand customization should not stopwithyour customers. The
same analytical approacheswe taketo profiling customers can be used to
profileemployees, suppliersand partners. In fact, the personalization and
customi zation of employees, suppliers, partnersand customerswill be part of
thecollaborationprocess. Planforit.

Likeall of thecollaboration-drivenbusinessmodel s, however, personalization
and customizationisfirst andforemost aprocesslongbeforeit’ satechnology.
Oneof thereasonswhy companiescontinueto behavelikecrashdummiesis
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that they continueto believethat technol ogy isaremedy for bad business. Or,
perhapsworse, they think technology will hel p agood businessmodel that
actually sucks. Personalizationand customi zationisastate-of -mind about how
totouch peopleand organi zations. A good software packagethat discovers
key inferencesor facilitatestheright communication at theright timeis, of
course, necessary to successful customization and personalizationbut it’ snot
sufficient for successful contact. Y our company’ sstrategy and cultureneedto
alignwithyour personalizationand customi zation objectives. Senior manage-
ment must stay thecourseit setshereor all investmentswill belost. Thisstuff
only workswhenit’ swell conceived andwell executed.

Let’sdivealittledeeper. Customers, suppliers, employeesand partnersall
have “life cycles,” which define how you monetize the rel ationships you
mai ntainwiththem. Thesalesand marketing expression of “ cradle-to-grave’
pretty much summarizes the approach. The objectiveisto become afull-
servicepartner withthisdiversegroupfor aslongaspossible.

Inorder todothisyouneedto collect asmuch dataabout each group ascost-
effectively aspossible. Unfortunately, andaswe' Il discusslater, you' reaready
collectinglotsof data: youjust can’t alwaysget toit. Thereasonwhy there's
amulti-billiondollar dataintegration cottageindustry out thereisbecause
everyone wants to analyze data stored in different places, datathat won'’t
communicateunlesslotsof peoplespendlotsof timeand effort “ extracting,”
“trandating” and*loading” datainto“ datawarehouses’ designed asclearing
housesfor otherwiseunfriendly data. We' |l talk inthenext chapter about how
toavoid gettingindatatroublebut for now keepinmindthat theobjectiveis
toget cleandatainaplacethat permitsyoutoask all kindsof questionsabout
your customers, employees, partnersand suppliers.

If you get thisdatainto shapeyou cananalyzethehell out of it. Theresultswill
permit you to determine where expenses and profits are, how to manage
marketing campaigns, andto conduct | oyalty analysesamong all sortsof other
analytical insightsand plansthat transl atetointeraction with your constituents.
Thisinteraction cantaketheform of personalized marketing, salesand service
through all sortsof contact media, suchasdirect (paper) mail, call centers, e-
mail and advertising, whichcanoccurinany number of physical anddigital ways
(stores, cell phones, PDAS, |aptop computers, newspapers, etc.).

Thekey questionis: what areyou doing to enabl e whol e customer manage-
ment” ? What dataareyou collecting and anal yzing towiden, deepen, manage
and monetize contact with your valuechain?1f you' renot sure, makeanoteto
call someoneabout this.
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Real-Time Analytics and Optimization

Think about real-time analytics — and the optimization of processes and
outcomesthat it enables—asyour corporatedashboard. Whenyou’ redriving
your car there' saton of activeand passivedataavailabletoyoufromaglance
oracommand. Much of thisdata, like speed and revol utions per minute, is
displayed continuously whileother data’ s presented when something goes
wrong. But what mechanical systems cannot easily do isconduct what-if
analysesof seemingly disparatedatato discover counter-intuitivecorrel ations
amongvariousbehaviors. Y oucan’ task your car questionslike: “If | driveyou
at 100 milesper hour for 11 hourson mountainroadswhileoutsidetempera-
turesrangefromvery coldtovery hot, which systemsaremost likely tofail —
andinwhat order?’ Butyou canask your customers—throughthebehavioral
data you collect on them — what they like, when they like it, and what
combinationsof productsand servicesmakethem happy. Y ou can al so ask
technol ogy questions. Y ou canask which applications—likeyour ERP, CRM
and other enterpriseapplications—touch themost customerswiththehighest
(or lowest) marginproductsor services. Y ou canask thesystemsthat maintain
your technology infrastructureabout how well theinfrastructureisperforming,
how muchit coststo maintaintheinfrastructureand whichtechnology withinthe
infrastructureisabout to break. Canyoureally doall this?Y es—if youinvest
intheright analytical applicationsandtheright infrastructuretechnology.

Real-timeinsightintoyour businessprocessand technol ogy infrastructure, and
thecollaborativetransactionsthey enable, will yieldtheflexibility youneedto
adapt to market opportunitiesand competitive pressures. Dashboard data’ s
essential to maneuverability, becausedriving blindisdangerous. But think
about this: we’' vebeendriving blind for decades. Twenty yearsagoweran
“batch” analysesonlast quarter’ ssalesand expenses. Tenyearsagowehad
monthly resultsand turned the data over to salesand marketing for further
analysis. Today we can change pricesalmost instantly but still can’'t “ see”
transactions, distributionor service. Nor canweimmediately tweak our supply
chainswhen someof the piecesneed adjusting.

Analyticsenablebusinessintelligence(aterm|’msureyou’ veheard over
andover again). Likeeverythingelse, there’ saprocesshere. We'll talk more
about datainthenext chapter, but aswediscussed during the personalization/
customization conversation, the location and quality of data about your
customers, employers, suppliersand partnersdeterminesjust how far you can
analyzebusinessprocesses. If your data’ sall over theplace, ugly, dirty andin
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any number of proprietary vendor silos, then you have a problem. Data
warehousing vendors are of course happy to sell you software, gear and
services to fix the problem. But it makes more sense to avoid the nasty
integration processaltogether.

Oncethedata saccessible, youcananalyzeit. Y oucanquery thedata, develop
reports, perform“online-anal ytical-processing” -based analyses, “mine” the
data, visualizethedata, export theanalyses(to desktops, laptopsand PDAS,
for example) and ultimately usethedatato make decisions—torethink sales,
to tweak the supply chain, to manage the back office (human resources,
finance, accounting, manufacturing, etc.).

Whenwetalk about “real-time” analyticswe’ retalking about theability to
convertreal-timeanalysesintoimmediateaction. For example, let’ ssay that
theraincoatsthat you expectedto sell werestill sittingontheshelf. Y our supply
chainvisibility permitsyouto seethat thecoatsaren’ t moving. Thesametools
canhelpyou predict what salesvolumewill look likeover thenext few weeks,
giventhedrought conditionsinmost of thecountry. Givenhow unlikely itisthat
you' |l sell thecoatsat thecurrent price, you canroll out somepricechangesand
then (almost) immediately calibratesalesimpact. Predictiveanaysescanbe
enormously valuableto you asyou makeyour way out of messeslikethis. And
it canget pretty complicatedinvolving hypothesistesting, pattern analyses,
simulationsand what-if sensitivity analyses, among other techniques. But keep
inmindthat predictiveanalysesarenot just useful for averting disasters. They
canbeusedto proactively optimizepricesaswell. For example, thereal-time
generation of demand curvescan enableupward priceadjustmentsfor goods
and serviceswhose priceswoul d otherwiseremain static. Optimization soft-
waredrivesdynamic pricing, but lotsof thingshavetobetruefor ittowork as
advertised. Thesupply chain mindset needsto beentrenched, dataneedstobe
cleanand accessible, and thetechnol ogy to accessand analyzethedatamust
bereliable. Lotsof vendorssell strategiesand even more sell technologies
embedded in large and small applications that slice and dice your (clean,
available, organized) datainwaysyoucan’tevenimagine.

Morerecently, analytics have becomethe anointed savior of the customer
rel ationship management (CRM), enterpriseresourceplanning (ERP) ande-
businessapplicationsprojectsthat went berserk. After many millionsof dollars
andtough questionsabout return-on-investment (ROl ) —questionsthat were
difficultif notimpossibleto answer —project champions, systemsintegrators
and strategi c consultantssearched for waystojustify hugeenterprisetechnol -
ogy investments. Enter analytics, businessintelligence, and optimization. The
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ideaissimpleenough. Integratedatafromfront-officeapplications—likesales
forceautomation (SFA) and CRM applications—ebusinessapplications, and
back-office ERPand supply chain management (SCM) applications, and then
pumpitintoafull-blownbusinessintelligenceenvironment that enablesthe
analyticsthat trigger decision-making. Simpleenough, huh?Well, theconcept
certainlyis. Butexecutionisabitch.

Soisitworthit? Absolutely. Especially if you' reintheearly stagesof building
acollaborativecultureandyouhaven' t yetinvested tonsof cashinadatabase/
warehouse/mining/analyticsinfrastructure. Butevenif you’ vespentatonon
thisstuff with anemicreturns, therearewaysto optimizetheinvestmentsto
achieveoptimizationthroughbus nessintelligence. Thisisanareathat demands
investment, especially asthepaceof changeincreasesand wedepl oy moreand
moreapplicationsthat mustintegrate.

Who ownsanal yticsand optimizationinyour company?

Automation

Doesanyonebelievethat customers, partners, employersor supplierswant to
go to the Web to execute the same transactions day after day, week after
week? It sgoofy tothink that aprocurement officer wantstovisit thesame
Web siteevery monthto order thesamenumber of 55 gallondrumsof chlorine,
or that undergraduate studentswant to search for Dave M atthews CDsweek
after week?What about your systems?Why can’ t their condition and effective-
nessbeautomatically monitored—andfixed whenaproblemisdetected?Y our
back-office systemscan al so automatically transact al | sortsof business. All
you needtodoisengineer themto accept dynamicinstructions. What’ sthe
differencebetweena”regular” computer programandonethat’ s* smart?’ The
regular onecomputesand re-computers(over and over again) transactionsit’s
been programmed to execute. There’ snot too much beyond these computa-
tionsthat it cando. Buta“ smart” applicationiscapableof reactingto outside
variables and then — through a pre-programmed set of rules — execute a
different calculation each time the outside variables are different. Smart
programscan monitor networks- and makecorrections- helponlineusersfind
data, and even adjust pricesdynamically if it looks like the new price for
raincoatsstill isn’t getting customerstotheracks. Smart systemsal so support
personalizationand customization. Y our birthday, for example, couldtrigger all
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sortsof adsserved uptoyou onyour company’ sintranet or whenever you surf
theWeb. Smart applicationscan aggregate searchesand then, based onrules
you set, execute transactions. If you' re looking for the best air fares, for
example, asmart application—anintelligent agent —could aggregate data
fromall of thetravel sitesand then purchasethe* best” oneaccordingtoyour
definitionof “best.”

SFA and CRM front-office applicationsneed automation, which sitsat the
back-end of the data organization, integration, and analysis process. Once
patterns are discovered, once profiles are developed and once rules are
specified, when specific conditionsare met, then smart applicationscan, for
example, automate amarketing campaign or foll ow-up acustomer service
inquiry.

Y our infrastructure needsautomation. Y our computing and communications
infrastructure needstowork together, reliably and securely, but all kindsof
thingscangowrong. What youwantisinsightintoinfrastructureoperationswith
aset of rulesdesignedtoreact to anticipated and unanticipated conditions. So
whentheamount of Webtrafficisunexpectedly high, arulefiresthat says.
“whenincomingsalestrafficishigh, and server capacity islow, thenre-route
or queuenon-essential transactions.” What doesthisruleimply?That you can
monitor Webtrafficfor spikes, that youwant salesinquiriestoreceivepriority
over other transactions, andthat if unusually heavy trafficisdetected, youwant
your customersto get through no matter what evenif it meansqueuinglarge
numbersof non-sales-rel ated transactions. |deally, your infrastructureknows
about itself and how healthy itis. For example, it should know how many
computersexist andwhat versionsof which softwarearerunning oneach one
and which ones have too much and too little power. It should know which
devicesfail most often (and expensively or inexpensively) and take steps—
alerts, for example—toanticipatefailures. All of thesekindsof back-office,
front-officeandinfrastructuretaskscanbeat | east quasi-automated. Thelarger
argument I’ mmakingisthat thebest managementis* exceptionsmanagement,”
or themanagement of unanticipated eventsand conditionsthat you could not
foresee.

The Internet was not developed to seduce people to live online. It's a
communi cationsand transaction processing channel that’ sfully capabl e of
“self-execution” (whichdoesnotincludesuicide). Obviously not all transac-
tions will be automated, but you should explore your ability to off-load
processing to Web-based appli cationscapabl e of interactingwithemployees,
customers, suppliersand partners—and withyour dataabout their preferences.
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Ourinitial infatuationwiththeWebwasmoreabout consuming eye-candy than
solving problems. Web site“look andfeel” wasthemantraof early sites, but
over timediscriminating surfersbegan asking questionsabout what thesites
provided beyond* brochureware.” Companiesthen got more seriousabout
supporting transactionsof onekind or another andthat’ sbasically wherewe
aretoday: lotsof siteswith simple-to-compl ex transaction capabilitiesthat are
increasingly difficulttouse. Somecompaniesof courseonly liveontheWeb.
CompanieslikeeBay and Amazon aregood examplesof companieswholive
and die by the capabilities of their sites. But how much processing can be
automated? Onthebusiness-to-consumer side, you couldinstruct Amazonto
executetransactionsonyour behalf when certainthingsweretrue, justasa
procurement officer couldinstruct abusi ness-to-businesssiteto automatically
executetransactionswith notificationwhenthetransactionisexecuted or if
there’ saproblemwiththetransaction, suchastheinability togetinsuranceor
aproblemwiththecarrier who’ sexpectedto transport merchandise.

Theevolutionof collaboration, supply chainmanagement, personalizationand
customizationwill stimul ateautomation. Asconsumer, supplier, employeeand
partner profilesdeepen, it will be possible—and desirable—to automateall
sortsof customized transactions. Assumingthat our privacy lawsand prefer-
ences have been worked out, lots of uswill empower retailers to execute
transactionsthey knowwe!' Il like. It’ stheclosest thingtoapersonal butler that
many of uswill experience, and therange of transactions—fromthecomplex
tothemundane—istheoretically limitless.

Asl’vealready suggested, lotsof automationislikely to occur throughthe
assistanceof hardworkingintelligent agents. Y es, | know, we' vebeentalking
about agentsfor years—amost aslong as we’ ve been talking about voice
recognition—but we' reso closenow that you shouldn’t allow your skepticism
topushyou behindthecurve. Intelligent agentswill comein several flavors.
Therewill bereally smart, powerful agentsauthorizedtodoall sortsof personal
and professional things, andlessaggressiveagentsthat will only havebasic
transactionauthority. Instead of debit cards, we' |l giveour kidsmini-agentsto
helpthemplantheir activitiesand managetheir money. Asthey grow, they’ |
graduatetothesmart, powerful agentsthat canhel pthemmanagetheir livesand
plantheir futures. No, | am not talking about deep intelligence here or the
inevitability of digital friendsor psychiatrists, but rather simple*®if-then”
production rule-based applications capabl e of —and authorized to—transact
personal and professional business. Many of us are already part of the
automationtrend. Our bill sareautomatically paid each monthandweget retail
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opportunitiespushed at usfrommultiplesources, but wehaven'’ t authorized an
agent totransact largechunksof our business. Atwork weautomatically send
andreceiveproductsevery month but heretoowe' restill manually executing
thelargest transactions.

Collaborationrequir esautomation. Why?Thesheer number of transactions
that collaboration enableswill require degrees of automated processing —
unlesswewant tomanually inspect every personal and professional transaction
that occurs. Whiletherearestill argumentsabout just how pervasiveagentswill
become, asbusinessbecomesmore collaborative and thenumber of transac-
tionsgrows, we' |l needtorely onagentsto managethesetransactions.

Whilel realizethat thissoundscrazy, agentsarelikely towork directly for us
but will also bemembersof larger agent societies. We'll tell themwhat todo
and asmembersof theagent society they’ || beableto performthetasksweask
themtoperform. Asmembersingood standingthey’ [ beadmittedtowholesale
andretail sites, banks, insurance companiesand alternativeformsof transpor-
tation. We' Il finally havecompany aswework 24/7to achievewhatever goals
wethink deservethiskind of commitment. Thiswill betrueonthebusiness-
to-business (B2B) and business-to-consumer (B2C) sides of transaction
processing.

Our roles as transaction managerswill be very different from our roles as
transaction processors. Instead of entering data, we' |l enter “rules” that will
definewhat our agentscan and cannot do. Asthey perform designatedtasks
we' [l managetheexceptions, thetransactionsthat goawry. All other transac-
tionswill processunnoticed.

How many of your company’ s transactions could be automated? Are the
“rules’ by whichyou conduct businesswell-defined and documented? Prob-
ably not, or probably inCharlie shead. Where’' sCharlie, andwhen’ shelikely
toquit, retireor get whacked?Y es, thereareother reasonsto automatecritical
businessprocesses.

One indicator of the validity of a business technology trend is what the
companiesthat spend billionson research and devel opment think about it.
Actually, if they likeatechnology area, giventhedollarsthey can put towork,
they cancreateatrend. IBM and Microsoft aremaking major betsonwhat I’ 1
call intelligent systemstechnology. IBM referstotheinitiativeas* autonomic
computing,” whichisaninclusiveconcept that beginswithmassdatastorage
andrangesall theway tofully automated transaction processing. Microsoft has
hadintelligent systemsontheir targetlist for years. Theseinitiativeshavebeen
blessed by thegurus—especially Tim Berners-L ee, thefather of theWeb and
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theguy whorunstheinfluential World WideWeb Consortium (W3C) —under
theterm“semantic Web,” whichreferstotheWeb’ snext major capability:
contextual intelligence. Thiskind of attentionisnon-trivial. Whenthepeople
who spend the most money making thingshappen meet with the peoplewho
definewhat shoul d happen, progressusually occurs. Andthere’ sanother driver
totrack todetermineif abusinesstechnol ogy trend haslegs—themilitary, which
for yearshasinvested hugeamountsof taxpayers’ dollarsto makejust about
everythingsmarter.

What do you need to know about “ automation” ?First, it’ sabonafidetrend.
Second, it’ sdependent upon other thingslike dataintegration, security and
ubiquitouscommunications. Third, lotsof peoplearespendinglotsof money
tomakedevices, infrastructuresand transactionssmarter. Fourth, theappli-
cationof intelligent systemstechnol ogy isfar-reachingfromyour infrastructure,
back-office, front-officeand e-businessapplications; andfinally, collaboration
requirementswill fuel alot of innovationinthisarea, innovationthat you should
track and pilot.

Trust

What agreat topic. Itturnsout tobevery real, very important and very much
adifferentiator. Asthenumber of digital transactionsgrows, trust will become
evenmoreimportant primarily because of the physical distancebetweenthe
transacting parties: if youtrust that ameal will begood butit’ snot, you can
immediately complaintothewaiter and thechef, and probably get your food
replaced or your money refunded. I nthisinstance, trust doesn’ t needto extend
too far. If it’sviolated you have instant recourse. But when you transact
businessat armslength, trust becomesanecessary and sufficient requirement
for asuccessful transaction. When you buy something over the Web, for
example, you needtotrust thevendor morethan whenyou buy somethingin
person.

Astransactionsbecomepersonalized and customized, brandswill assumenew
persona meaning. If | grant avendor accessto my PDA that vendor had better
not abusetheprivilege. Inother words, asthe number of communications
channel swith customersincreases, sotoo doestherequirement toefficiently
managecustomer trust.
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Trust assumessecurity and security assumestheability to authenti cateusers,
protect data, control accessto networksand applications, and of coursethe
avoidanceof annoyingviruses. Trustiswhat youwantyour collaborativeteam
tofeel whenthey interact withyou. If there’ sany doubt about your commitment
to privacy or your ability to secure transactions — while protecting the
infrastructurefromvirusesand other problems—your ability tocollaboratewill
fal.

Business Conver gence Scenarios

If al of thecollaborati on piecesare coming together how do you know when
or how they will blend? All businessesaredifferent andwhilethegeneral forces
of collaboration, personalization, customi zationand supply chainplanningand
management will influenceyour company, it’ simportant to gaugethepaceand
directionof thecollaborativechangemost likely to affect your world. Check
out Figure13. Wherewouldyoulocateyourself? How doyouget green? Do
you have astrategic brain trust? What forms do alternative collaborative
scenarios take in your industry? Where should you be? Where's the
competition—andwhere’ sit going? How well doyou know thesethings?

Figure 13. Collaborative positioning
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| havetotell youthat after yearsof screwingaroundwith* strategic planning”
exercises, consultantsand gurus, I’ vedecided that “ fast and cheap” scenario
development istheway togaininsightinto alternativecollaborativefutures.

Obviously, scenario-based planning can hel p reduce uncertainty about the
future. The objective here should not be an elegant document suitablefor
publication in the Harvard Business Review, but avehicle for provoking
thought and then specificaction.

Sohow doyou buildthesethings?

* Youneedtomonitor trendsthat pertaintoyour industry onaregular
basis, including social, political, workplace, work habit, regul ation/de-
regulation, national and global economic, and macro-technology trends.

* Youneedtomonitor andreport on known and anticipated competi-
tors. Thegood newshereisthat peoplelovetowatchthecompetition.
Thisisbecause we benchmark and validate our behavior against our
competitors. Thehugedangeristhat if thecompetitionyou’ retracking
only extrapolatesfromitscurrent businessmodels- andthat’ sall you
track - you' relikely to misstheout-of -the-box, unconventiona competi-
torsthat can do seriousdamagetoyour market share. Y ou should profile
competitor businessmodel sand processesat | east annually including
detail sabout theproductsand servicesthey offer, their channel strategies,
andtheir market niches. Y ou al sohavetoguardagainst assumingthat the
competitionknowswhat it’ sdoing. Someof them of coursedo, but some
reallydon’t.

»  Basedonall of theabove—theenvironmental scan, competitor analyses,
and existing business models — future collaborative models and
processes should be defined. The key here is to simultaneously
extrapolatefrom current trendsand leapfrog current modelsintowhole
new collaborativebusinessareas. How will you collaboratewith custom-
ers, suppliers, employees and suppliers? What should your salesand
marketing strategieslook like? How will you cross-sell onlineand of f-
line?What rolewill automation play? How will you guaranteetrust?

 Keyquestion—doyou havetheexpertisein-housetothink creatively
and obj ectively about collaborativebusiness? I f you do, beg, borrow or
steal their time. If not, hiresomevertical industry gurus(with deepindustry
knowledge- and empower themto speak candidly).
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»  Afteryou vemodeledthefuture, prioritizethecollaborative processes,
productsand servicesthat will keepyou competitive. Keepthelist short:
a20-itemto-dolist will alwaysyield 15 orphans.

 Thenconverttheprioritized processes, productsand servicesinto
high-level collaborative business technology requirements with
specificreferenceto communications, applications, data, security, stan-
dardsand peopleinvestmentsyou’ || needtomake. Y oushouldalsomake
alist of technol ogies, business processesand servicesthat might bein-
sourced, co-sourced or outsourced.

« Createa“devil’sadvocate” processwherenew collaborative busi-
nessmodel sand processesarereality-checked by nasty sonsof bitches.

Theobjectiveof thisprocessisto reduce- not eliminate- uncertainty about the
future. Themoreuncertainty isreduced about the businessesyou expectto be
in, the more you can reduce investmentsin business technology. Without
uncertainty reduction, you' Il over-investinbusi nesstechnol ogy “infrastructure’
(likedesktop and laptop computersand networks) or compl etely missthe boat
(how many companiesfailed to recognize theimportance of TCP/IP-the
I nternet communi cationsprotocol ?).

It simportant to assign confidencetothe” scenarios’ of future productsand
services: likely productsand servicesshould beused asprimary input tothe
busi nesstechnol ogy investment planning process, whilethoselesslikely should
not drivetheprocess.

Theessenceof businessstrategiesistheconfidenceexpressedin® bets’ about
futurecollaborativescenarios. Placing betscan bedangerousif they’ rebased
onfaulty assumptions. At the sametime, theright bets can save enormous
amountsof money and lead to maj or competitiveadvantages. For example,
assumethat anational health carecompany targeted regional salesand service
of managed M edi carebased ontheassumptionthat largeregional differences
among customerswill requirefrequent product and servicecustomization. This
strategy woul d suggest aseriesof technol ogy investments: distributed comput-
ing (wherethe customer databaseswere sprinkled throughout theregions),
communicationscapabilitiesthat woul d permit easy local accessto customers
and the ability to make changes to the systems that support enrollment,
processing, and service — and of course a dramatically improved Web
interface. A full commitment toregionalizationand customizationwould not
indicateadditional investmentsin centralized mainframe-based applications
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that don’t permit rapid customization. But you better beright. How many
companiesthought an ERPor CRM applicationwouldfix their problems?

Here swhat theresult shouldlook like: several alternativescenarioswithinthe
collaborative spacecompl etewith adescription of thedriversof each scenario,
confidence level s and a detailed description of each scenario’s dominant
businessmodel —all assuggested by Figure 14.

Sowhat businessareyouin? What businessdoyou dowell? Whichbusiness
processeswill persist? What arethe new collaborativebusinessmodel sthat
apply toyou? Who’ sworking onthem? Will youlead or follow?

Let’ sstep back and summarizealittle. We' vetalked about collaboration,
customi zati on, personali zation, supply chain planning, management and optimi-
zation, real-timeanal ytics, automation, trust and how to better positionyour
company withinthesetrends. Scenarioscan helpyoudevelop collaborative
snapshotsthat will al so hel p you better understand how and wherebusiness
integrateswithtechnology inorder tofacilitatecontinuous, automated transac-
tionprocessing.

Collaborationwill drivetheneedfor technol ogy integration, just astechnol ogy
integrationwill enablecollaboration. Just stay out of thered.

Figure 14. Alternative scenarios
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So What Does Everyone Think?

Feel freetothink out loud. | know damnwell that you C-level executives,
directorsand managershaveall sortsof reactionstowhat wejust discussed.
Anyone?

TheCEO ...

“Well, that’ s all well and good, this collaboration stuff, but it’ s not at all
clear if you're right, where we are along some kind of collaboration con-
tinuum and what it will cost to get more collaborative ... got any proof?”

TheFacilitator ...

“It's good to be skeptical because the biggest driver of collaborative
change is efficiency ... thisis not about ‘cool’ ... making supply chains
mor e efficient saves money and increases margins ... customization and
personalizationincreasesales...analyticshel p you optimizeinvestments,
mar keting, sales, service, production and distribution—and contributeto
profitable growth by enabling the other activities ... all good stuff ...”

TheCEO ...

“ Still waiting for proof ... | could just sit here for a couple of decades
doing exactly the same things we’ re doing now and make money ...”

TheCFO ...

“You think so? | don't ... our cost structure is fragile — and our
competition is aggressive ...”

TheCMO ...
“ Can't sell the same message forever ... evenifitisgreat ...

TheFacilitator ...

“ Look, we' retalking about saving and making money ... we' renot talking
about making massive changes without rationale ... we're talking about
forward thinking that assumes increasing collaboration among employ-
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ees, customers, suppliers and partners ... and we're talking about the
collaboration prerequisites ... look at this picture ... it tells us that
concepts and commitment must accompany processes, procedures and
technology ... that they must all exist for this to work ...

Collaboration

p

g

( ‘Concepts & (/ Proce

Mindset

Technology

... that if you go out and buy supply chain technology, for example,
without a clear implementation plan or without major buy-in from most
of the companies in your supply chain, then you'll screwitup ...”

TheChief Operating Officer ...
“Huge implications here ... why not take baby steps?”

TheCEO ...
“Makes sense ...”

TheCFO ...
“Unless the competition moves faster and kicks our ass ...”

TheCSO ...

“ For therecord, collaboration makes our security and privacy problems
bigger ...you' Il haveto spend moremoney hereto make our collaboration
‘trusted’ ...”
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TheCTO ...

“Veryelegant architectureshere...l especiallylovethereal -timeanalyti-
cal applications that enable optimization ... that ...”

TheCEO ...

“ Get back in your box, will you? Thisis not about ‘elegant technology’
...who hired a‘CTO’ anyway ..."

TheFacilitator ...

“Here sanother key picture ... look at the pieces and how they intercon-
nect and ride on automation and trust ...”

TheCFO ...

“ Ever wonder why this guy’s always showing us pictures? Doesn’'t he
think we can read?”

TheFacilitator ...

“Please...I'mjusttryingtokeepit simple...if youwant complicated hire
aconsultant ...”
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TheCEO ...

“ S0 the questions still are: ‘where are we in this collaborative world,
where do we think we need to be — and why' ?”

TheFacilitator ...
“ Exactly ... do you know? ... do any of you?”

TheCIlO ...
“We have clues we can follow ..."

TheCOO ...
“We could build some scenarios...”

TheCFO ...
“How much is this going to cost?

TheFacilitator ...

“$100K for the process and several well-documented alternative sce-
narios...”

TheCFO ...
“Too much ...

TheFacilitator ...
“Really ... how much did you spend on McKinsey last year?”

TheCMO ...
“ Can you really automate this stuff?”
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Endnotes

1 Thesagaof theB2B exchangesisnow well known. They wereahead of
their timeand failed to map the competitivevestedintereststhat EDI -
based B2B transactionshad mapped for years. When smaller, indepen-
dent exchangesappearedinthelate 1990stheassumptionwasthat they’ d
generateenoughtractiontowinsomesignificant market share. Butwhen
the entrenched buyers perceived the threat, they created their own
exchangesand remindedtheir suppliersabout who butterstheir bread.
Thenet effect wasthe coll apse of many independent exchanges(accel er-
ated by theventure capitalistswho stopped funding them assoon asthe
exchangesfailedto generatemeaningful revenue).
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Chapter |V

TheTechnology

Conversation -

How TheWorld
Should Work

Thisisamonster chapter, withtonsof stuff andjust enoughjargonto makeyou
angry —evenif you' reatechnologist. Thechallengehereistofocusonthe
important issuesand avoid asmany of therelatively unimportant onesaswe
can. Likeanyonedevel oping an agenda, thisconversation hassomethingfor
everyonebut hopefully not too much of any onethingfor anyone. Here' sthe
ligt:

*  Wespendtoomuch money on businesstechnology —way too much.
How come? Because we invest in the wrong stuff (and often do it
stupidly). It’ stimeto stop doing thisand timeto start investingwiththe
uber (collaboration/integration) filters.

* Therearefivenot-so-easy piecestothispuzzle: applications, data,
communications, infrastructureand security/privacy. Thesepieces
—aongwiththecollaboration stuff wediscussedin Chapter I11 - should
occupy your time.

* Yourapplicationsmustintegrate (andyouthereforemust becomereal
good at picking theright glueto makethem all work together). There
should not behundredsor thousandsof applicationsinyour company; you
should not adopt a* best-of-breed” applicationsstrategy. Y ou deploy
applicationsthat giveyouanalytical insightintoyour collaboration envi-

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of ldea Group Inc. is prohibited.



The Technology Conversation - How The World Should Work 85

ronment. Y ou shouldfollow thebig vendorstechnol ogy standardsdirec-
tions; and you should pilot someWeb Servicesapplications—thegluethat
just might makeamajor difference.

 Dataisstill thelifeblood of your company, so make sureit’sclean,
accessibleandlocatedinonly afew “platforms.” If you support Oracle,
IBM, Microsoft and other large database platforms, you' reinsane, and
you'’ Il haveto spendtonsof money supportingtheseplatformsaswell as
thedatawarehousesyou’ || haveto buildto beableto collaborate.

Communicationsiswired, wireless, narrowband, broadband and
happens on desktops, laptops, PDAS, pagers and all sorts of
conver ged devices. Pay attentiontotheadoption of wiredand wireless
broadband, wireless collaborative applicationsand theintegration of
voiceand datacommunicationsover | P(Internet Protocol ) networks.

e Security hassix not-so-easy pieces: policy, architecture, authentication,
authorization, administrationandrecovery —andthey’ reexpensive. Get
helphereif youdon’t havethehorsesin-houseto get thejob done—and
worry about privacy and its relationship with personalization and
customization.

What Do You Know?

Hopeyou enjoyedthebusinessdiscussioninChapter 111. We'll buildonithere
insomeimportant ways. Hopefully, you' || start to see somemajor connections
between collaborativebusinessandintegrated technol ogy and thereforebegin
to embracethewhol e businesstechnol ogy convergencephilosophy (there's
Kool Aid for the skeptical). Theinter-connections between business and
technol ogy areinescapable. If youwant to cross-sell, for example, youhaveto
haveareliablerelational database management system and dataand applica-
tionsintegrationtechnology. If youwant to personalize and customize, you
need lots of data technology and the inference models to “know” what
individualswant. Andif youwant to enableyour supply chain, you need aset
of accepted standardsand procurement softwareto makeitall work. Again,
makesurethat the processesand disciplineexist to get themost out of thisstuff.
If they don’t, you'll becomeaGartner statistic.

We'regoingtotalk about theentirerangeof technol ogiesinthissession. Of
courseyou probably already know about |otsof them. Nodoubt you' vepaid
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for themyear after year. How many of them|eft you uneasy? Isn’tit amazing
how often technol ogy hypedegradesto disenchantment? L et’ slook at ashort
listof over-hyped*“Kkiller apps’: enterpriseresource planning (ERP), network
and systems management, e-business, sal esforceautomation, and the most
recent disappointment, customer rel ationship management (CRM).* Doyou
know what these appli cationshave cost —and what impact they’ vehad onyour
business? Thereasonwhy wetalked about businesstrendsfirst isbecause
whiletheessenceof businesstechnol ogy convergenceistheintersection of two
worlds, the raisond’ etrefor convergenceisto stimulate profitabl e business
growth. Questions about technology’s contribution to business ride on
answersto questionsabout business' clarity about technology’ senablingrole.
Whilewe' vehad problems, thisstuff canwork —especially if it smatchedwith
theright coll aborativebusi nessrequirements.

Y earsago | wroteabout the* cocktail party phenomenon,” or the CPP. The
CPP, smilartothe*® flight magazinephenomenon” (or theFMP), iswhen senior
executives discuss the latest technology trend while drinking the finest
Chardonnay. After acoupleof hoursof talking big, they gohomeand sleep
onwhat they’ vemissed. How isit, they ask thenext morning, that Charlie—
who’ s pretty much of anidiot and runsapoor imitation of their wonderful
company —knowsall about ERP, CRM andjewel swithnameslikeTivoli and
Unicenter? And he' sbuildingaB2B exchange? “What thehell isthat?” The
senior executiveisgunningfor bear. “Why aren’ t wedeploying CRM and why
don’t get anexchangegoing?’ ClOsand CTOsdread thesekindsof cocktail
parties. (A similar seriesof eventsoccur when senior executivesfly somewhere
and read in-flight magazi nes about how terrific object-oriented databases,
biometrics, and streamingvideoreally are—thisisthedreaded FMP.)

OK, let’ sjust admitit: most technol ogy investment decisionsaremadeon|less
than perfectinformation. Moreoftenthan not, thereareasmany intangible
variablesastangibleones. Keepinmindagainthat the Gartner Group reported
that over 75% of all major softwareprojectsfail. Solet’ sstart withthegrim
financial context, let’s get it all out. According to recent benchmarking
research:

*  Onaverage, U.S. companiesspend over $9,000 per year, per employee
on computing and communi cationstechnol ogy and support. Onthehigh
endtherearecompaniesthat actually spend over $22,000 per year, per
employeeontechnology. Onestudy reported that somecompaniesspend
upwardsof $38,000 per year, per employee ontechnology.?
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*  Between 1998 and 2000, companiesoverspent on high-end serverstothe
tuneof $1 billion. Thesamestudy estimated that companieswould waste
another $2 billionfrom 2001 to 2003.3

»  ClOMagazinereportedthat companieswaste$78billionayear onfailed
softwareprojects.

*  PricewaterhouseCoopersreportedthat over thepast 25 yearsthenumber
of failedtechnol ogy projectsthat resultedinlitigation hasgrowndramati-
cally, with48%resulting fromwarranty breaches, 13%fromfraud, 11%
from breach of contract, 9% from negligenceand 7% from misrepresen-
tation, among other problems.

»  TheNational Instituteof Standardsand Technology (NIST) foundthat
softwarebugscost theU.S. economy almost $60 billionayear.

Thesenumbersareintended to sober you up. Diditwork?

Thenumbersarestaggering. Sohowisitthat westillinvest over atrilliondollars
ayear intechnology productsand serviceswhen so much of it doesn’ t work?
Oneanswer isthat investment criteriawererel axed or non-existent duringthe
mid- andlate-1990s. How many companiesreal ly scrubbed their e-business
investments, for example? But asl’ vesaid repeatedly, eventhough |l ots of
technology ismis-applied or out-and-out wasted, we' reat apoint whereit’s
possibleto not only avoid major mistakes, but to integrate technology and
businessinwaysthat wereimpossiblefiveyearsago. A classicconundrum. It's
almostliketryingto convincesomeonewho’ slost atoninthemarkettobuy a
stock withalow P/Ewhenit’ sat afive-year low. Most peopleshy away from
it, eventhoughthey “know” thatitwill comeback. Since2000we’ vebeenin
an investment trough, where every technology investment had to yield a
measurably hugereturn-on-investment (ROI) cal cul ated on (low) empirical
total-cost-of -ownership (TCO) data. We went a little too far with this
requirement. Therearestill valid strategi c reasonsto depl oy serioustechnol -
ogy. Butinvestmentsshould alwaysrequireduediligence(we' |l talk more
about “reasonable” ROI/TCOin Chapter V1).

Dependingonyour title, you seetechnology differently. Someof youseeitas
agiant sink hole; others as away to differentiate your company from its
competitors, your edge. Someseeitasasandbox. Othersseeit asanecessary
evil. What doyoureally know aboutit? About thestructureof thetechnol ogy
industry? If you' reaChief Marketing Officer you should understand how
softwarevendors“manage” versionsto optimizetheir revenuestreams. Butif
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you’' reaCFOyoumay not fully understand how middlewareworksor why it’'s
soimportant toyour company, or how consultantsidentify problemsthat only
they can solve. Areyou surprised whenit takes several yearstoinstall an
application? Or whenyou hear about outsourcing lawsuits?

Some arguethat technology iscomplicated especially when applied toill-
defined businessmodels. I darguethat our understanding of technol ogy isboth
unfinished and unprofessional. We've been conditioned to think about
technology asasilo—andwe’' vemanagedit accordingly. Most companiesstill
have* systemsdivisions’ or “technol ogy groups,” whenthey should dowhat-
ever they can do to tear the silos down and rebuild integrated business
technol ogy organizationsand processes(see Chapter V). We'reevolvingthe
relationship between business and technology. The whole point of the
conversationshereisto stimul atethat rel ationship tothepoint whereit’ sfully
convergedwith collaborativebusinessmodels.

We reunprofessional becausewedon’t donearly enough duediligencearound
technology investments, don’ t know how tomeasureROI, and still makemajor
technol ogy decisionsonthebasi sof incompleteand highly politicizedinforma-
tion.

Solet’ snot beconstrained by thepast andlet’ sagreetotry tostartfresh. Let’s
alsoagreetokeepthecollaboration/integrationfiltersfront and center because
they’ |l keep usfocused.

Here' saway tothink about all thisthat roundsout thecollaboration/integration
picture.

Applications I ntegration
and Interoperability

There’ sagood chancethat your applicationsportfolioiscollaboration chal -
lenged. Remember thequestion about profitabletransactions? Thekey isto
identify your most profitabletransactionsand then dissect therelationship
between the applicationsand thosetransactions.

Y ear 2000 complianceand e-businessrequirementsdroveenterpriseapplica
tionsstrategy inthelate 1990s. By 2000 companieswerelookingfor waysto
marry back-officewithfrontandvirtua (Internet) officeapplications. Y oustill
needto connect your employeeswithyour customersand suppliers—andyou'’ I
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Figure 15. Collaboration and integration investment filters
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needtoretainenoughflexibility inyour environment toaccommodateenhance-
mentsand whole new strategies—asyou juggle mobility requirements. E-
busi nessrequirementsshoul d not driveyour applicationsstrategy. Collabora-
tiverequirements—of whiche-businessisapart—shoulddrivestrategy.

Theapplicationsend-game consistsof aset of collaborative, integrated and
interoperableback-office, front-office, virtual-office, desktop and personal
digital assistant (PDA and other thin client) applicationsthat support your
collaborativebusinessstrategy. Theseapplicationsshould bestandardized
applicationsthat support activities, processes, employees, customers, suppli-
ersand partnersregardlessof wherethey physically sit or how mobilethey are.
All of your applicationsshould bereviewed to determinetheir compatibility
withthisgoal.

Likemost companieswho’ vedepl oyed technol ogy, however, yoursprobably
didnotinitially or consistently worry about integration andinteroperability.
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Y ou deployed accounting systems, claims processing systems, database
management systems, word-processing systems, inventory control systems
and shop floor manufacturing systems—oneontop of theother. They maybe
shared somedatabut did not work together. Y ou coul d not take output data
fromonesystemandinputittoanother, or blast analysesin several directions
for different systemstointerpret. Real -timeopti mizationwasavagueconcept
and theideathat we could automate procurement, for example, was pretty
bizarre. Consequently, webuilt these huge datacentersthat housed | ots of
island applicationsmaintai ned by scoresof tal ented (though sometimeshumor-
less) technologists. But that was then, when business models were also
disconnected, so it didn’t matter all that much, until around 1975 when
someonefiredthefirst cross-selling shotsacrossthebow of theUSSTechnol -
ogy Independence. Y eah, that’ sright. Over aquarter of acentury agowe
began asking questionsabout integration. Fast-forwardtothe21% century, and
thequestions—and answers—arenolonger optional.

L ook at your applicationsobjectively. Whichonescontributemeasurably to
collaborationthroughintegration? Whichonesdirectly orindirectly generate
profit? Which onesrequiredisproportionatesupport? It’ sessential that you
assessyour applicationswithreferencetoyour collaborativebusinessstrategy
andtherelativecontributionthey’ remaking tothe company’ scollaborative
businessprocessesand profitability. If theoutcomeof that assessmentisclear
thendecisionsshould bemadeto® decommission” (whichmeanskill) applica-
tions(inthecaseof expensiveapplicationsthat contributelittletothebusiness)
or transfer functionality to other, less-expensive-to-maintainapplications(in
thecase of older systemswithlimited, but still valuablecontributionstothe
business).

Y ou need to assessthevariationinyour applicationsportfolio. How many
architecturesareyou supporting? What’ sthedistribution of functionality and
architecturetype? Doyou haveyour mostimportant applicationsontheol dest,
most-expensive-to-maintain platforms? Y ou need astandar d applications
ar chitecture. If youkeepbuying andintegrating different host-based, client-
server, Internet, hybrid architecturesyour support costswill riseasrapidly as
your reliability declines. But waitaminute. What thehell isanapplication
ar chitectur e? Think about architecturesasconstruction blueprintswhich
detail thepiecesand how they fittogether. Applicationsarchitecturediscipline
is about the quality and consistency of the materials you use: if you use
incompatiblejunk, theproject will fail. Thisdisciplineappliestohome, satellite
and software applications construction. In practice, this means that your
applicationsarchitecturehasto bedevel oped, approved, communicated and

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of ldea Group Inc. is prohibited.



The Technology Conversation - How The World Should Work 91

followed. Inthetrenches, they’ [l want toknow if thismeansthey should use
an Oracle or IBM/DB2 database, BEA Systems WebL ogic applications
server or IBM’s, or committo Javaor Microsoft’s.net. Y eah, | know. Here
wegoagain. Moretechno-speak, moreweirdnames. Y oudon’t needtoknow
theinnardsof thesetools. All you needto know isthat aconsi stent, standards-
based architecturewill saveyoumoney, keep support requirementsmanage-
able, andprovidetheflexibility you' |l needtobecomemorecollaborative. You
need to think about the range of applicationsin your portfolio, how you
procure, support, replaceor modernizethem. A framework that might help—
and scarethe hell out of you—appearsin Figure 16.

Somecompani es—perhapsyours—havethousandsof applicationsrunningon
thousandsof computers. Y es, thousands. Many of these applicationshave
beenaroundfor decades. Someof themfly completely undetected below your
technol ogy radar screens. In other words, no onereally knowswho’ susing
them, what it coststo support them, and why they haven’ t beenkilled. How
does this happen? Here's how. Someone decides to move from one
application to another, such as from the Lotus to Microsoft spreadsheet.
Everyone* agrees’ toswitchover, butlotsof L otusdiehardsresist thechange
andkeep usingtheold spreadsheet (and the L otusapplicationsthey’ vecreated
over theyears). A Lotusunderground develops. Whilethere sno formal
support for the old spreadsheet, there’ saton of informal help availableto
anyoneat amoment’ snotice. What went wrong? Lotsof things, probably
includingweak governanceabout applicationsupgrading, alack of incentives
toswitch, poor standardssetting and ageneral ignoranceabout thelong-term
costsof running multi-vendors/multi-versionsof key applications. Happensall
the time. Not only is this not-so-fictitious company running Lotus and
Microsoft spreadsheets, but it’ sal so running many versionsof both.

Figure 17 presentstheapplicationslandscapewith thecollaboration/integra-
tionfilters. Don’t deploy anapplicationif it doesn’t support collaboration
(supply chain management, customization, personalization, automation, real -
timeanalysis, etc.) and migratetheoneswith collaboration/integration potential
tothegreenzone. Get rid of theothers.

So what about all these expensive “enterprise” applications? Have you
endured an enterpriseresource planning (ERP) applicationimplementation
project? Haveyou paid for more user licensesthan there are peopleonthe
planet? Haveyou experienced thejoysof “ shelfware” ?

What about all of thenew versionsof operating systemsand word processing
applications? How often doyou jump onto theupgradetreadmill?
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Figure 16. The range of applications

Corporate Personal
+ Email & Groupware + Email & Calendaring
. PDAS/ -+ Calendaring - Personal Transactions
Thm Cllen'rs - Browsers ... - Instant Messaging ... A
ging
* Word Processing - Financial Management
DeSktop/ - Presentation Graphics - Communications
LOPTOP - Browsers ... - Knowledge Management
- Legacy > Training & Education
H + Packaged ERP  Productivity Tools
Enterprlse - Internet, Intranet .. - Knowledge Management

- Network & Systems + Project Management
Management - Program Management
- Applications Management | - Workflow ...

Management

) * End-to-End Services
Services - Vorizontal Services
- Hertical Services ...

- Information Management
- Searching
+ Configuration ...

SO0 = =0 3T MM —+3H

+ Voice Recognition
- Fingerprint Recognition Y
- Artificial Intelligence ...

Enabling - Middleware

. - Artificial Intelligence
TeChm’log'es « Components ...

What about enterpriseapplicationintegration (EAI) tools? What about portals
and—thereally big new question—what about Web services?

Let’ sback upalittleand set thestagefor what you needtodo. First, someof
your applications are bread-and-butter office applications, like Microsoft
Word and Powerpoint, and I nternet/I ntranet browserslikeMicrosoft Explorer
and NetscapeNavigator. Microsoft Officeisthedefactoglobal standardfor
desktop/laptop personal productivity applicationswhilebrowsersare essen-
tially * open” which meansthat they work with pretty much any applicationthat
supportsthe hypertext mark-up language, otherwiseknowsasHTML. You
also havebig“enterprise” applicationslike SAP' sR/3 ERP application or
Siebel’s CRM application. Y ou also have home-grown applications that
you’ve built over time and continue to support. And you have Internet
applicationsthat face outward to your customers, suppliers and partners.
Finally, youhaveapplicationsthat hel pyou manageother applicationsandyour
computing and communicationsinfrastructure. Most of theseapplicationssit
on mainframesor serversand can be accessed from desktops, |aptops, and
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Figure 17. Applications investment filters
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PDAsthroughwired and wirelessnetworks. If yourefer back to Figure 16
now, it might makealittlemoresense. (Figure16 alsoidentifiessomeof the
enablingtechnol ogiesthat arefueling emerging next generation applications.)
Andthey all havetointegrate.

Inorder to enablecollaborativebusinessstrategiesyou needto get all of these
applications to work with each other, to integrate and interoperate. The
conversation about strategic valueversusoperational support assumescol-
laborationandintegration.

Sowhat arethe“issues” you should careabout? Let’ slook at:

*  Enterpriseapplicationintegration (EAI) & migration

*  Busnessintelligence& businessanalytics

* Portals& dashboards

»  Keyapplicationtechnologies& technology standards
*  Web Services—maybethenext “killer app”
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Andlet’ slook at them all through thecollaboration/integrationlens.

Enterpriseapplicationintegration (EAI) and migrationisthemulti-billiondollar
businessthat youmay never haveheard about before. Essentialy, it stheglue
business — the business of getting databases and applications that were
designedtoignoreeach other to becomefriends. Thisisvery tricky, complex
stuff and vendorsand consultantsblow all sortsof smokearoundintegration
and migration problemsand solutions. Therearelotsof companiesthat will
comeinandbuild customgluefor youthat will connect apackaged application
withahome-grownone, or two packaged or home-grownapplications. If you
godownthispathyou’ recertaintolimit futureflexibility —sincetheglueis
“custom” and therefore only expandabl e by the vendor that created it (for
another fee, of course). A better approachisto exploit someof theinterfaces
builtintothemorepopul ar applicationsthat makeit easi er to connect disparate
databasesand applications, though heretooflexibility isdependent onhow far
thevendor goesto maketheir applicationswork with others. A thirdoptionis
todeploy genericgluedesignedto connect | otsof applicationsand databases,
so-called agnostic glue. Theadvantage hereisthat it “works” with lots of
databasesand applications, but thereality isthat it almost alwaysneedstobe
tweakedtoactually work inaproductionenvironment. Therearevendorsthat
specializeingenericglue—and glueapplication services.
Thegluecomesinmany flavors. There’ sdataglueotherwiseknown asdata
extraction, transformationandloading (ETL ) technology. There’ sgluebased
onapplication programminginterfaces(APIs). There sgluebased onexisting
messaging applicationsoften described as“ middleware.” Andthere’ sthat
genericglueknownasEAI tools. What shouldyouuse? Incaseyou’ rethinking
that thecomputer industry isexceptionally screwed up, that thetitansof the
industry should havemadethe pieceswork together, look at theautomobile,
applianceand aerospaceindustries. Dothey haveinterchangeableparts? Are
they standardized? CanyoutakeaFordengineanddropitintoaMercedes?
We' renot alonehere. Butthedifferenceis—andthisissignificant—that Ford
mechanicshavenointerest makingtheir engineswork inaMercedes, andvice
versa. We' restuck incomputer and communicationstechnology. Wehaveto
maketheengineswork together if we' regoing to achievecollaboration.

Asyou approach all thisyou need to make some major decisionsabout the
number of ol der systemsyou want to keep and theinvestmentsyou want to
make in their ability to work with newer, packaged applications. Older,
mainframe-based COBOL (one of the oldest computer programming lan-
guages) applicationscost morethanthey make. Onestudy reported that 60%
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— 80% of technology budgets are spent on legacy applications and the
mainframe systemsthat host them. Worse, all of the newer cost-effective
technol ogiescannot support theolder applications. Thenew “architectures’

providemuch moreflexibility and scal ability thantheolder ones. Bottomline:

getrid of thedamnthings. Develop amigration strategy that getsyoutothe
newer architecturesandtheir capabilitiesassoonaspossible. Thecollabora-
tion business models we discussed in Chapter 111 assume integration and
flexibility. Legacy applicationsdon’ tintegratewell andthey’ renot nearly as
flexibly (or scalable) as newer packaged applications. The best way to
collaborateistoexploit thetool sandtechni quesconsi stent with col | aboration.
If your CFOisopposedtomigrationit’ sbecause he or sheassumesthat the
old systemscan still dothejob andthat “ patches” and“fixes’ can keep the
systems running for years, then you need to somehow quarantine these
argumentsso they don’ tinfect your collaboration progress. If youwant to
collaborate, you'll needto deploy thenewer technol ogiesand stopinvesting
throughrear-view mirrors.

Enterpriseapplicationintegration (EAI) and application migration aretwo of
your new corecompetencies. Thisisnottosay that youneedtohireagazillion
EAIl/migration professional sbut you do need to understand awhol el ot about
what EAL is, how it works, what it costsand when—and when not - to depl oy
it. Thisstuff goesonyour shortlist.

Businessintelligenceand businessanalyticsare collaboration and tech-
nology goals. Inorder to achievebusinessintelligenceyou needtoinvestin
businessintelligencetechnology. Dataintegration makesthispossible. The
ideaissimpleenough. Integrateyour applicationsto achievecollaboration
optimized by businessintelligenceand businessanal ytics, assuggested by
Figure18.

Businessintelligenceand analyticsprovideawindow intoyour businessandthe
meansto adjust empirical insightsinto businessprocessesand transactions.
Think of businessintelligence and analyticsasthevolume control onyour
business. But remember thatinorder toturnthedial youneedtointegrateyour
dataand applications. Theseareasal sogoonyour short list and shouldbecome
corecompetencies.

What about “ portals”? Wheredothey fit? Portalsareat | east threethings:
organizingdevices, integration platformsand dashboards. If youhavelotsof
applications—which you do—and crowded desktopsand |aptopsthat your
usersfinddifficult to navigate—whichyou do—and|otsof applicationsthat
don't talk to each other — which you do — and the need to optimize the
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performanceof theseapplicationsthrough businessintelligenceand analytics,
andtoseeall of thisinadynamic dashboard—whichwould begreat —thenyou
might very well consider implementing a packaged portal as part of your
collaborativebusinesstechnol ogy strategy.

Areyoustartingtofeel likeenterpriseapplicationsintegration (EAI), migration,
businessintelligence, analyticsand portal technology areall trendingtowardthe
same capabilities? Well, they are. Andlet’ snot forget themajor back office
vendors—like SAP—front officevendors—like Siebel —and virtual office
vendors—like Ariba—that are also trying to make their applications more
flexibleand extensiblethroughintegration, intelligenceand anal ytics. Many of
thesevendorsoffer their own portal products.

Advice? Stay focused ontheintegration/intelligencechallenge. Themeansby
whichyouachieveintegrationandbusinessintelligencecanvary. Y oucanbuy
generic, agnostic glue, toolsthat convert dataintoinsights, or portal sthat try
tobringit all together in asingleapplication which ultimately becomesan
enterprisedashboard. How doyou decidewhichway togo? Carefully and
slowly. Shoot any in-house or out-house consultantsthat insist on an enter-
prise-widedeployment of any integration strategy. Pilot thealternativesand
build empirical businesscasesaroundtheresultsof thepilots. But regardless

Figure 18. Applications investment objectives
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of whichway you go, you'’ Il need to devel op awideand deep understanding
of all of theintegration/intelligencetechnol ogy that enablescollaboration.

Sowhat arethekey application technologiesand standar dsyou need to
track? With apol ogiesright up front for thefoll owing techno-speak, you need
to track the major application development and integration technologies
offered by the major vendors and their henchmen, which include: XML
(extensiblemark-uplanguage) anditsextensions, Java(thegeneric program-
ming language) anditsextensions, and Microsoft’ s.net technol ogy (designed
tointegrate data and applications). Tracking these macro trendswill pay
dividendsdownstream. Just remember that you don’t want to betheearliest
adopter of technol ogy or what-appear-to-be-emerging technol ogy standards.
Why not? Can’t you get an edge on the competition by going first? Very
infrequently, andtherisksof early adoptionaresignificant, especially if you
guesswrong and adopt what turnsout to betheanti-standard! “ Guess’? Y eah,
that’ sright. Why intheworldwould you try to guess about which way the
field’ slikely tomoveover thenext few years? Step back and objectively track
trends—but don’ t turnthetracking over to someoneinyour company whojust
loves Java— or hates Microsoft — because they do, they really, really do.
Instead, follow thebig vendorsbecausethey set the standardspace.

Let’ stalk about Web Ser vices, which exhibitsall of thecharacteristicsof a
trend that may or may not havelong-termlegs. Theideaissimple: get the
industry to adopt aset of common technol ogy standardsto makeapplications
(anddata) integrateandinteroperate. Wouldn'tthat benice? Thereareat | east
three XM L -based standardsthat defineWeb Services: SOA P (SimpleObject
AccessProtocol), WSDL (Web ServicesDescription Language) and UDDI

(Universal Description, Discovery and Integration). Sorry, herewegoagain.
SOAP permits applicationsto talk to each other. WSDL isakind of self-
description of aprocessthat allowsother applicationstouseit. AndUDDI is
liketheY ellow Pageswhereservicescanbelisted. Thesimplest understanding
of Web Servicesisacollection of capabilitiesthat allow primarily newer
applicationstowork witheach other over thelnternet. Becauseof therelative
agreement about the standardsthat define Web Services, there’ spotential

efficiency intheir adoption. Conventional glue, for example, may consist of
middleware, EAl technology and portals, whereWeb Services—becauseit’s
standards-based — can reduce the number of data and transaction hops by
reducing thenumber of necessary protocol sandinterfaces. Eventualy, theplan
istoextend Web Servicestoyour entirecollaborativeworld, your suppliers,
partners, customersand employees. Asyoumay havealready inferred, Web
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Services—theoretically at | east—reducestheneedfor conventional integration
technology.

So what should you do about Web Services, what some call theindustry’s
newest silver bullet?

Y ou need to track progress, pilot some of the technology and wait for the
industry to definethestandardslandscape. Do not commit massiveamounts
of capital toWeb Servicesyet. Instead, identify someapplicationintegration
metricsthat will helpyou compare conventional integration approachesand
technologies and those based on Web Services. Again, track what thebig
vendorsaredoing. Already IBM, Oracle, Microsoft and other vendorshave
announced their commitment to Web Servicesstandards, thoughtheir actual
commitmentsremainto beprecisaly defined. By now youa soknow that hype
alwaysprecedesreality. Sometimes, alot of thehypegetsvalidated by actual
capabilities, butjust asoften hypeway outstripsreality. Doweneedtoremind
ourselvesabout thedot.comsagain?

Web Servicesisafascinating technol ogy devel opment with—like so many
others—enormouspotential. But thereasonwhy you needtotrack progress
here so closely is because of the relationship between Web Services —
standards-based integration — and collaborative business models. Web
Serviceshasreal cornerstone potential. It could becomeamajor enabling
technology (or not). It’ saclassichighrisk/highpayoff trend. Let’ sjust wait
and see. Early returnsonthistechnol ogy areexcellent; makesureyou start
workingwithWeb Servicesimmediately.

Data Integr ation

Data sstill kingbut now wecall itinformation, knowledge and content—and
it sbecomingdynamic. Itliesat theheart of thenew businessmodels. Without
datait’ simpossibleto customize, personalize, up-sell, cross-sell, automateor
gather business intelligence in real-time. But in order to achieve these
capabilities, data, information, content and even “knowledge” all need to
integrate.

Here arethe pieceswe need to understand. The collaboration/integration

filtersappear inFigure19, whiletheelementsof dataalignment appear inFigure
20.
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Figure 19. Data investment filters
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Figure 20. Data/infor mation/knowl edge landscape
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Let’slook at datastorage. Not long agothelist of viable database vendors
includedfiveor six major players, but now for all practical purposesthereare
three. Inadditiontothecore DBM Sapplicationsarethe hardware storage
solutionsyou'’ || needto balanceagai nst expected datal information/knowledge
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processing requirements. Another mg or trendisthemovement fromhierarchi-
cal torelational database management systemsandthemigrationfromrela-
tional to obj ect-oriented database management. Themoredistributed your
applications—andthegreater your needfor flexibility —themoreyou’ || want
to move to an object data architecture. Avoid supporting more than two
databaseenvironments. If it’ sat all possible, select one. Only supportthreeif
you havestock inthecompani esbecauseyou’ regoingto spendalot of dumb
money withthesevendors.

Information storage options — data warehouses, data marts and special
purposehybrids—requiresomeseriousthinking about whereyouthink you' |1
ultimately end up, how much money’ savailablefor the construction of these
artifacts, what userswill requireand—rel atedly —what thedatamining tool swill
look like.

Knowledge storage is akin to dressing for a party to which you have no
directions. Or—if you prefer —investing inasolutionin search of aproblem.
The“knowledge management” businessisjust that, but the serious (read:
measurable) painit’ sintendedtorelieveisbetter described by the consultant
doctorsthanby thevictims(you). Nevertheless, you’ Il havetothink about how
tostoreunconventional, unstructured*“knowledge” inorder to play theknowl-
edgemanagement game (onceyoufigureout what theproblemsare). Here's
somefoodfor thought. Rather than beflip about theyoungfield, let’ slook at
someof theassumptions. First, KM assumesthereisknowledgeto manage,
that you’ ve somehow codified the collectivewisdom of your industry’ sand
company’ sexperiences. Second, it assumesthat your cultureand processes
aresharing-centric, thatis, capabl eof exploiting codified knowledge. Next, it
assumesthat you have—or arewillingtoinvestin—thetoolsto makeall this
happen. Some vertical industrieswill bein better positionsthan othersto
exploit knowledgemanagement. But someindustrieswill havelittleor noneed
for what the consultantsareassuring usisthenext great revol utionin database
management technology. L ook at your industry, your culture, your processes
andyour current and planned datainfrastructure. If everythinglooksgreen,
thendoaKM pilot tovalidateyour expectations.

Ontheother hand, there’ slotsof opportunity to exploit content management
toolsand applications. Atsomepoint, you’ || needto movetoaseriouscontent
management platform. But makesureyour requirementsjustify theinvestment.

Storageisessential toanalysis. But what’ sall thisOLTPand OLAP stuff?
Onlinetransaction processingiswhat everyone’ sbeendoingforalong, long
time. Onlineanalytical process ng—especia ly whencoupledwithdatawarehous-
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ingtechnol ogy—ishow data, informationandknowledgeget usefully exploited. It's
thelink withall of thediscussionswe’ vehad about i ntelligence and business
analytics. If youwant windowsand dashboardsyou needtoinvestin OLAP.

OLTPisthemother of all analysis. It providesinsightinto currentinternal data
especially as it applies to operations and real-time transactions. OLAP
providesinsight whenthefocusisstrategic, whentheneedisfor reportsand
analyses, when accessisunstructured and when optimizationisan objective.

Informationanalysi srequirementsextendfrom OL AP’ scapabilitiestodesktop
OLAP(DOLAP),relational OLAP(ROLAP) and multidimensional OLAP
(MOLAP). DOLAPIncludesPC-basedtool sthat support theanalysisof data
marts and warehouses. ROL AP includes server applications that support
analysescubedfromaRDBM Sor adatawarehouse, whileM OLAPexploits
pre-devel oped datacubes.

Knowledgeanalysisand management isthe end game of database manage-
ment, datawarehousing, OLAP and datamining. It'salso at the heart of a
learning organization. But it suffersfrom anidentify crisisand should be
pursued only whenthecriteriadescribed inthe Knowledge Storage section
abovearesatisfied.

Data, information and knowledgeinfrastructureissuesare complex because
they’ reoperational: all of thisstuff hastowork nearly all thetimewhichmeans
that you have to define and apply processes that can be implemented and
maintained over time, and, of course, it all needstowork together.

A simpleway tothink about thisappearsin Figure21. Everyone sgot datain
oneplaceor another. Someof it’ sinan Oracledatabase, someinan | BM/DB2
database and someisstill in Sybase databases. This*operational data’ —
especialyif it’ sindifferent forms—often needsto get translated intoaform
whereit can beused by any number of peopleinyour company to performall
sortsof analyses. “ Trandation” resultsinthedevel opment of datawarehouses
and smaller data marts which support all varieties of online analysis and
ultimately “datamining,” theability toask all kindsof questionsabout your
employees, customers, suppliersand partners.

Sowhere’ sall thisheading? Everyone’ sworking on universal dataaccess
(UDA) from all tethered and un-tethered devices. Eventually, structured,
unstructured, hierarchical, relational, object-oriented data, informationand
knowledgewill beubiquitoudly accessible. Whilewe' reafew yearsaway from
all this, it’ shel pful tounderstand theHoly Grail and to adapt your business
modelsinthegeneral direction of thiscapability. Microsoft, IBM and Oracle
all haveplanstoprovideUDA. It simportant to stay abreast of their progress

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



102 Andriole
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—andtheimplicationstoyour businessmodel sand processes. Collaboration
will requireUDA andintegrationistheshort-termpathtothat goal. Longer-
term, if acquisitiondecisionsaremade properly, thereshould belessneedto
integratelotsof disparatedatabases.

Collaborativebusinessmodel swill drivedataintegration—whether youlikeit
or not. You can’'t become collaborative unless your data (information,
knowledge and content) is integrated. Over the years, you’ ve probably
deployed|otsof different database management systemsand | otsof applica-
tionsthat had specific datarequirements(for example, if you’ vedeployed
Oraclefinancial applicationsyouhavetorunthemon Oracledatabases, which
may or may not have been your preferred database platform —yes, that’ sa
“gotchal”). Consequently, depending ontheamount of datavariationinyour
company, youmay beexquisitelyill-positionedfor collaboration. Or,if you' ve
had some discipline along the way and only have one or two database
platforms, you' reinapretty good positionto collaborate.

Y our dataintegration effortscomplement your applicationintegration work.
Someof theEAI toolsincludeETL , andviceversa. Investmentsinintegration
technol ogiesshould bedriven by theresultsof your scenario planning exercises
that positionyour company withinthecollaboration space. Thesescenarioswill
determinewhat applicationsyou need and theextent towhichtheapplications
anddatamust beintegrated. But regardlessof whereyoufindyourselfinthe
collaborationspace, you' Il needtoinvest indata(and application) integration
technologies.
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Let’ ssummarize. Y our datamustintegrateif you’ regoingto collaborate. If
you havelotsof different kinds of datain different placesthenyou needto
devel opadataintegration strategy whichwill probably invol vebuilding some
kind of datawarehouse. Onceyou build awarehouseyou canconduct all kinds
of analyses—analysesthat facilitate collaboration. Over time, you needto
reducetheneedfor all thisintegrationby movingtofewer dataplatformsand
standardizing the analysis tools — the tools you use to mine the data for
collaborativeinsightsand models.

Pervasive Communications

All of the emerging business trends we discussed in Chapter 111 assume
ubiquitous, reliable, securecommunications, and al of thetechnologieswe' re
discussing hererequireintegrated communicationstechnol ogies. Collabora-
tion and communication are almost synonymous. Personalization and
customization requirecommunicationsasdo supply chain planning and man-
agement, real -timeanal yticsand optimi zation, automation andtrust. Someof
thiscommunicationisorganicand someisdigital. Themost effectiveisblended.

Let’slook at the pieces.

Aswemoveintothe21% century weneedto recognize changing work models
and processessuch astel ecommuting, mobilecommuting, small office/lhome
office (SOHO) computing, business-to-consumer (B2C) and business-to-
business(B2B) transacti on processing, internal workflow, groupwareapplica-
tions, bus ness-to-empl oyee(B2E) transactions, bus ness-to-government (B2G)
transactions, tethered and un-tethered phones, fax-based communications,
€l ectronicdatainterchange(EDI) communications, supply chainplanningand
management, continuoustransaction processing, e-learning, customer service,
supplier integration and partner management, local area/widearea/virtual
privatenetworks, thelnternet, theWorld WideWeb and tel econferencing, just
tonameafew of themajor challenges. A few?

WEe' rechangingfundamentally theway wework andlive. Increasingnumbers
of usareworking fromhome, fromtheroadandin“virtual” spaceswherewe
find oursel vesconstantly connected. New businessmodelsarealsodriving
communicationsrequirements, productsand services. Companiesaresending
workershome, ontoairplanesandinto® officehotels’ inaneffort toreducereal
estate and other support costs. The use of independent contractors is
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increasing, and moreand more of ususecommunicationstechnol ogy to stay
wiredona24/7/365basis. Andlet’ snot forget about thewirelesstsunami.

Pressuresonthebusinessesthat requirereliabl e, cost-effective communica-
tions- aswell astheincreasing number of individual sthat rely on communica-
tionstechnol ogy for personal information processing - areunprecedented and
will continuetogrow.

L et’ sstart thecommuni cationstechnol ogy discussionwithalook at access.
Right now you’ ve probably got ahodgepodge of technol ogiesthat connect
employees, somecustomersand fewer suppliersand partnersthanyou’ || need
toconnectinthenear future. Thesetechnol ogiescanbeyour friend or your
enemy depending upontheclarity of your requirementsandtheinfrastructure
you'’ renow supporting.

Access(tonetworks, applications, data, transactions) technology iscentral to
your collaborativebusinessmodels. Why? Becauselocal and remote/tethered
and un-tethered accesswill be necessary to support your employeesworking
ontheroad and from home, your customersseekinginformation, serviceand
—hopefully —transactions, and suppliersand partnerswho'’ [l need accessto
your inventoriesand demand data.

Areyou heading toward collaboration? Isit likely that your employees,
customers, suppliersand partnerswill collaborateinthenear future? Y ouneed
tomovetowardacollaborativetechnol ogy infrastructurecapabl eof supporting
anytime/anyplacecommunications.

Butlet’ sbeclear about what all thisisabout. There’ sadistinction between
shared communicationsand collaborationthat’ sreally important. For ex-
ample, whenyou e-mail lotsof people—and carbon copy evenmore—you’re
sharing communications, but whenyou createa*“thread” of communication
based on action/reaction, you’ removingtoward collaborativecomputing. In
thenear future, Internet bidding will becomecommonplace, triggering round
after round of action/interaction. Asthat practicebecomeswidespreadinyour
industry you'’ Il needto beabl eto support asynchronouscol laborative comput-
ing—not just shared communications.

Thereal questionshaveto dowiththekind of collaborativeenvironment you
needto createand support, andthe standardsyou’ [l needto adopt. Whilewe
havedefacto groupwarestandardstoday, wedon’ t yet havedefinitivesupply
chainstandardsthat will makeyour total collaborativecomputinginvestments
standards-proof. Y ou need to pay close attention to external supply chain
standards. Internally, therearelotsof options—thekey onesbeing L otusNotes
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and Mi crosoft Exchange—for supporting threaded di scussionsand workflow
inyour organizations. Lotsof additional vendorsprovideworkflow solutions.

Thekey hereisdecision-making that’ sholistic. Becareful about selecting
workflow, e-mail, groupware or messaging technol ogiesand productsinde-
pendently because they’re all related. If you’ re hearing an argument for
standardization hereand an argument agai nst best-of -breed products, you' re
listening. Asour communications (applicationsand data) environmentsget
more and morecomplex —and timeto market becomesshorter and shorter —
your timeisbetter spent on optimizing applicationsrather than makingabunch
of disparate productswork together. (We'll talk moreabout all thislater.)

Relatedto holisticthinkingistheoptionof unified communicationswhereall
forms of communicationsoccur viaasingledevice. Eventually, it will be
commonplacetoreceivefaxeswhereyoureceivee-mail whereyoureceive
voicemail. Plannow for theinfrastructureto support unified messaging. It might
solvealot of your communicationsintegrationandinteroperability problems.
What doesthismeantactically? Stop buying personal digital assistants(PDAS)
that aren’t phones and pagers. Thelast thing you need to do isoutfit your
employers, suppliersand partnerswith chicleather beltsonwhichthey canhang
threeor four independent, unconnected devices.

All of thisis useless unless there are processes in place to exploit your
communicationsinvestments. Why so concerned about processes? Because
without theminvestmentsarewasted. But processesarepolitical. Priortoa
new application, anew network and systemsmanagement tool, anew business
model or anew communicationsnetwork, new vested interestsmust replace
old ones. Make sure that the processes necessary to support the new
communi cationstechnol ogy-driven businessmodel sarein placeand make
certainthat theadministrativeand management processesto support themare
well-defined and understood. (We' recruising quickly toward the business
technol ogy management discussionsin ChaptersV, VI and V11, discussions
that will makeal ot of thisbusinesstechnol ogy stuff we' rediscussing hereseem
trivia.)

Assuming you know what you want to do and you’ vedefined the processes
necessary to make it all happen, you’ll need to think top-down about the
architectureyou havetoday and theonetowhichyou’ |l bemigrating. Based
onthecollaborativebusinessmodel that your scenariostell youmakesense,
you need to movethroughthismaze—migrating fromtheoldtothenew along
theway —suchthat youend upwith anintegrated communicationsarchitecture.
Thismeansthat none of thedecisionsyou make can be madeindependently
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fromany of theothers. Y our collaborative businessmodel shouldguideyou
toward an access/connectivity and transacti on processing communi cations
strategy that converges. It must also guideyoutoward astrategy that supports
migrationfromwhereyouaretoday andleadsto aninfrastructurethat works,
can be maintained, secured and upgraded. Ask thetough questionsand see
who can answer them.

Themovement toward virtual enterprisesmeansthat companiesareforever
changingtheir businessmodel s—how they sell, how they serviceandretain
customersand how they measure success. Thistrendinvolvese-businessbut
also seesthefull supply chainkickinginwithinan adaptivecommunications
network that will support local and remote customers, employeesand suppli-
ers. Asyoumovemoretoward virtual/el ectronic businessyour communica-
tionsrequirementswill grow dramatically.

Theemerging collaborativeenvironment we' rediscussing herecreatesoppor-
tunitiesandrisks. Thekey istoanticipateyour communicationsrequirements
withinalarger trendscontext. Figure22 putsitinperspective. Thetrickisto
keep aneyeonbus nesscollaboration and technol ogy integrationrequirements
as you make decisions about communications. It’sthat simple — or that
challenging, depending onyour people, your cultureand your track record
makingthesekindsof decisions(somecompaniesa most awaysget themright,
whileothersscrew themupall thetime... andyou are?).

Let’ slook at theimplicationsof Figure22. Atthesimplestlevel itrepresents
astrategy, ahighlevel filter that will point investmentsin onedirection or
another, but onanother level it representsan opportunity to think about the
driversof collaborationandto ask sometough questionsabout whereyou're
spendingyour communicationsdollars. For example, whenyou upgradeyour
communicationsinfrastructure, canyou besurethat theinvestmentsin band-
width, network access and PDAsthat you makewill support supply chain
planning and management, customi zation, personalization, up-selling, cross-
salling, real-timeanal ysisand automati oninatrusted environment? Whenyou
add new communi cationstechnology layers, canyou besurethat thelayerswill
integrateandinteroperate?

The approach to communicationsinvesting isthe same asthe approach to
investinginapplications, data, infrastructureand all businesstechnology:it’s
got toconvergewithcollaborationandit’ sgot tointegrate. If you' reserious
about these filters you’ll save aton of money and position yourself for a
seriously competitivefuture.
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Figure 22. Communications investment filters
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Onemorething. Remember that businesstechnol ogy convergence assumes
two-way influence. Whileemerging collaborativebusinessmodel sshould
influenceour technol ogy investments, emerging technol ogiesal soinfluence
businessmodels. Casein point? The aforementioned unified messaging.
Sometimestechnol ogiesevolveunder a“ sol ution-in-search-of-a-problem”
umbrella(or cloud) until thetimethat thetechnol ogy beginsto suggest some
transaction possibilities. Whilewe can certainly target collaboration, the
particular flavorsof collaboration (whichplay out as, for exampl e, customization
and personalization) can bedefined by the capabilitiesof technologieslike
unifiedmessaging.

Unified messagingisatechnol ogy that permitsaccess, integrationandinterpre-
tation of e-mail, voiceand fax communi cationsthrough multipledevicesand
accesspoints. Imagineif your employees, customers, suppliersand partners
couldaccessall formsof communicationfrom multipledevicesandlocations?
How might you usethat capability to provide customer service, answersto
frequently asked questions, customi zed deal sand cross-selling?

Fromatechnology - transactionsperspective, unified messaging permitsall
sortsof messages—including voi cemail, faxes, livephonemessagesand e-mail

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



108 Andriole

—toberetrieved fromtethered and un-tethered phones(through technol ogies
like*text-to-speech”), faxes, laptops, desktops, PDAS, theWeb, e-mail and
pagers, among other devices and applications. How might you use this
capability?

Thereasonwhy executivesneed to understand broad technol ogy trendsand
capabilitiesisto stimul ate creativethinking about new businessmodelsand
processes. We tend to think that creative business modeling comes from
creativebusinessmodel erswith wide and deep busi nessexperience, but lots
of creativity comesfrom businesstechnology convergence. Butinorder to
exploit convergence one hasto understand both forceswell. With all due
respect to CEOSs, Presidents, COOs, CFOs, CM Osand someother chiefs, the
depth of technol ogy understandingisoften unimpressive. Corporateboards
tendtobeevenlessinformed about thedirection or capability of computing and
communicationstechnol ogy .

Therecommendationshereassumechange:

*  Make surethat the new collaborative business models translate into
actionablecommuni cationsrequirements. Someof therequirementswill
beobvious, but otherswill besubtle, for example, liketheratioof in-house
versusmobileusersnow and threeyearsfrom now.

*  Proceedholistically. Make surethat decisionsabout communications
technology arelinked. Tilttoward astandardized environment and away
from a best-of-breed one: you don’t have time to deal with endless
integrationandinteroperability problems.

* Againstasuiteof requirements—likespeed, avail ability, security, adapt-
ability, and configurability —baselineyour current communicationsperfor-
manceand then project eff ectivenessagai nst anticipated new require-
ments. Usethegap datatodrivethenew architecture, whichwill move
youto (re-)consider wirel esscommunications, fiber optic connectivity
and gigabit Ethernet network connectivity, among other upgrades.

*  Consider migratingtoward unified messagingwhereall formsof commu-
nicationsoccur viaasingleapplicationand device. Eventually, itwill be
commonplace to receive faxes where you receive e-mail where you
receiveyour voicemail. Plannow for theinfrastructureto support unified
messaging.

* It'salsoimportant torethink your customer relationships. Theanytime/
anyplacepossi bilitiesof virtual connectivity must beassessedfromwhole
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new collaborativevantagepoints. I1t’ snow possible, for example, tosell,
service, sell again, service, cross-sell, service, up-sell, service—andthen
sell thedatasurroundingall of that activity to affinity marketers.

*  Withouttheright processes, all isfor naught. Well-defined, understood,
communicated and approved processeswill sustainyour investmentsin
communicationstechnology. Without processbuy-in, your technol ogy
investmentswill not pay dividends—andwhoever isresponsiblefor those
investmentswill suffer politically.

e Youroveral communicationsarchitecture—theaccess/ technol ogy and
transacti on processing technol ogiesthat you implement —must beinte-
gratedwithitself, other technol ogy and thecollaborativebusinessmodels
and processesyou planto pursue.

* Institutionalizeaprocessthat reviews—at |east acoupleof timesayear
—thewhol ecollaborativecommunicationsstrategy (driven—ideally —by
new collaborativebusinessmodels).

Finally, thereareafew emerging communicationstechnol ogy i ssuesand trends
youshouldtrack. Theyinclude:

*  Broadbandadoption
*  Wirelesstechnology & m-commerce
*  Theintegrationof voice& datacommunications

Our predictions about broadband adoption were wrong. Certainly the
telecommunicationsvendorsgotitwrong. They incurredrecord debt totrench
morefiber thananyonewanted. Where' sbroadband? Whyisn'titeverywhere
—andwhy isn’tit cheap? Broadband isone of thosetechnologiesthat’sin
everyone' svestedinterest. Butinspiteof itslack of enemiesbroadbandwill
only ownaround 35% of all connectionsby 2005. Watchthistrend carefully:
broadband adoption correl ateswith the adoption of collaborative business
models. How so? Broadband facilitates wired and wireless supply chain
management, personalization, customizationand automation. Or put another
way, if we had unlimited, cheap bandwidth how would itimpact business?
Y eah, tremendously.

Wir elesstechnology, wirelesstechnol ogy standards, infrastructuresandthe
wholeworld of “m-commerce’ areredefininglotsof our personal and profes-
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sional processesand transactions. Y ou need to know about thistechnol ogy
andwhat drivesitsadoption.

Recallingthediscreteversuscontinuoustransactiondiscussionin Chapter 11,
wirelesscommunicationswill accel erate the movement toward continuous
processing. Tethered and un-tethered connectivity keeps supply chains
connected and facilitatesmobil e customization and personalization, business
analyticsand optimization. Buttherearelimitstowhat wirelesstechnology can
accomplish. Therearebandwidth and security problems: today it’ shardto
easily send andreceiverich, multimediacontent and therearemajor wireless
security issues. So what has to happen for the situation to improve —for
wirelessapplicationsto accel eratecollaboration?

Welcometothe” Gs,” whichinthewirelessworldreferstothegener ation of
transport technol ogy that supportswirelesscommunications. There' s1G, 2G,
2.5G, 3G and even 4G. Intheearly 1980s, analog cell phones used radio
frequencies for voice communications. Remember the early clunky cell
phones? They werepart of thefirst generation (1G) of wirel esstechnology. By
themid-1990s, anal ogyiel dedtodigital encodingandweal sogot somelimited
text along with voicecommunication. Thiswasthe second generation (2G).
L otsof peopl ethink wegot stuck on 2G technol ogy and there’ slotsof evidence
tosuggest that they’ reright. Butjust aswebeganto get really uncomfortable
with2Gwirelesstechnology, 2.5G technol ogy begantoemerge. 2.5G permits
voiceand text communicationsaswel | asaccesstotheWorldWideWeb. 3G
— 3 generation technol ogy — supports multimedia communications. It's
availableinafew countriesand notinevery areainthosecountries—including
theU.S. 4" generationtechnology (4G) issofast that it supportshighresolution
video. Unfortunately, 4G doesn’ tyet (really) exist. TheGsaredistinguished
by the standardsthat support them and thetransmission speedsthey provide.
Why shouldyou careabout all this? Becausetherollout of thesegenerations
affectswhat you cando collaboratively: speed and capacity definethetexture
of your wirelesscollaborationwith suppliers, customers, partnersand employ-
ees. Track thisclosely. Whenbroadband wirelessreally kicksin, collabora-
tion will be turbocharged. Track it and prepare now for itsarrival. Ask
yourselveswhat you’ d do—today —with broadband wirel esscommunications
andthenturnthat listintoacollaboration/integration project for someoneto
manage—first thingtomorrow. Among other businessmodels, m-commerce
wouldbeonyour list. Broadband wirelessisoneof thosetechnol ogy trends
that you needto assumewill arrivesooner thanexpected. If itdoesn’t, you' Il
beprepared. If it does, youwon’t be behind them-commercecurve.
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There’ sanother trend that you shouldtrack closely: theintegr ation of voice
and dataon I nter net Protocol (1 P) networ ks. Thisisoneof thosetrendsthat
enablesmultiplecapabilities. If you couldvoiceconnect employees, custom-
ers, suppliersand partnersthrough your datatransport networksyou’ d savea
ton of money and reduceyour infrastructurecosts. Theaddition of voiceto
your IPnetworks—V oiceOver | P(V ol P) —will saveyou money and giveyou
moreflexibility thanthe current multi-network configuration wenow useto
collaborate, complex networksthat carry voice, data, and applicationsthat
requiremanagement and support. Whiletherearestill lotsof issuestoresolve
—like security, quality and inter-networking —the creative expl oitation of
integrated voice/datanetworkswill providesignificant competitiveadvantage.

Adaptive Infrastructures

Haveyou ever wondered what thehell technology peopleactually doall day?
Well, lotsof themtake careof your company’ sinfrastructure. Y ouknow, all
of the PCs, the laptops, the PDAS, the networks, the communications, the
Internet, theapplicationsand thedatabases, anong afew hundred other things.
Remember that your computing and communicationsinfrastructure hasto
support awiderangeof collaborativebusinessmodel sandintegrated technol o-
gies. How angry doyou get whenthe network’ sdown and you can’ t send or
receivee-mail?

In order to make cost-effective infrastructure investments, several things
shouldtobetrue:

*  Youhavetoknow what you haveinyour infrastructure: thelaptops, the
desktops, theservers, the personal digital assistants(PDAS), themini-
computers, themai nframes, thecommunicationsnetwork, therouters, the
switches, thebusinessapplications, themessaging applications—all of it
(andif youdon'’t havean enterprisewideasset management system, now
might beagood timeto think about getting one).

* You have to know what the skill sets in your organization are for
supporting andtransformingyour infrastructure.

* Youhavetoknow what plansarefor collaborative applications, since
chancesarethere san“infrastructuregap” at your company.

* Youhavetoknow what it coststorunyour infrastructure.
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*  Youhavetoknowwhat processesdefineyour infrastructuresupport, how
you acquire hardware and software, how you administer passwords,
whenyou upgrade software, whoworksthe hel p desk, and how applica-
tionsaretested prior to deployment.

*  Andfinalyyouhavetoknowwho paysthebills, what you havecentrally-
funded and what you expect your end-usersto pay.

Thisisjust a partial list, but you get the idea: in order to improve your
infrastructureyou haveto baselineyour current infrastructureassetsandtheir
performance.

Butyoualsohavetoknow what your infrastructureisexpectedtodo. Areyou
primarily aback office, legacy applicationsshop maintai ning aging applications
incentralized datacenters, or areyoudistributing your applicationsand making
themaccessi bletoremotecustomers, suppliersand employees? Dependingon
theanswer, you' || needtwovery differentinfrastructures. Mostlikely, you'll
need both: theformer whileyou continueto support your legacy applications
andthelatter asyou migratetoyour inevitablecollaborativefuture.

It’ salsolikely that you haveaninfrastructure gap onyour hands. Part of the
reasonisof coursecost. Noonewantsto keep buying new stuff all thetime
and you’ re probably no exception: it’ sbeen easier for youtoinvestin new
applicationslinked directly to businessprocessesthan*“infrastructure” which
everyonefindshardtodefineor appreciate.

Companiescaninfluencetheeffectivenessof their infrastructuresthroughthe
organizational decisionsthey make. Companiesthat separateinfrastructure
from applicationsoften do so becausethey want thefocusthat segmentation
creates. Unfortunately, inweakly governed organizationsthey al so oftenset up
conflict between thosewho build applicationsand thosewho support them.
Thereality? Makesurethat your collaborativeapplicationsandinfrastructures
integrateandinteroperate—andtheplanningfor botharesynchronized. (There
arehugeorganizational issuesherethat we' |l discussin ChapterV.)

Many infrastructure managersthink about infrastructureascomputing and
communicationslevels. Herearethethreeyou should engineer:

»  Theinterfacelevel includesthedesktops, laptops, browsers, PDAsand
other devicesthat permit accessto your data, applications, communica-
tions, messaging, workflow and groupware capabilities. Youneedto
profileyour current access* assets,” including your desktops, | aptops,
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PDA and other devicesused to accessyour applicationsand databases.
Y ou needtodeterminehow skinny or fat your accessdevicesneedto be.
Y ou need to standardize on browsersand on an applicationsarchitecture
that usesthe browser asthecommon applicationsinterface, thatis, the
primary way users(employees, suppliersand customers) accessapplica-
tionsand databasesthrough your communicationsnetworks. Y ou need
anasset management tool at thevery least toidentify what you have. Y ou
needto planfor anenvironment that will support anincreasing number of
skinnier clientsand onethat usesall computing devicesasremoteaccess
devices.

*  Thecoordination level includesthequery, messaging, directory, secu-
rity and privacy servicesthat compriseyour infrastructure. Italsoincludes
thetransactions, applicationsand Web serversthat permit youto support
your applications portfolio. You may also invest in the tools and
processesnecessary to coordinate accessand management. Themost
obvioustoolsarethe network and systemsmanagement point sol utions
and frameworks — and make sure you track developments in Web
Services. Thegoal should beto standardizeonasfew directory services,
messaging systems, applications servers, and the like that make your
applicationswork. Standardization can bevendor-specific or best of
breed. | recommendyoureject best-of-breed strategiesinfavor of more
vendor-specific standardization. Y ou’ll need anetwork and systems
management strategy which can bebased onindividual point solutionsor
on an integrated framework. Point solutions work best in smaller
environmentswhere network and systems management processesare
hardtodefineand govern. Frameworkswork bestinlargeorganizations
wheregovernanceisstrong enoughto defineand sustain processes. The
implementation of network and systems management frameworksis
complex and expensive. Becareful.

»  Theoperational level includestheapplicationsthemsel vesaswell asthe
applicationsmanagement servicesnecessary to keep transactionshum-
ming. Italsoincludesthedata/information/ knowledge/content/metadata
resourcesnecessary to support transactionsand applications. Y our data
centersresideintheresourcelayer of your infrastructure. But datacenters
shouldevolvetodistributed datacentersthat (virtually) housedistributed
applicationsand data/i nformati on/knowl edge/content aswell aslegacy
applicationsand databasesthat all must co-existinthesameinfrastructure
—atleastuntil youkill off themainframe/ COBOL |legacy applications.
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Applications and communications architectures need to be designed and
supported. Make sure that these designs are done holistically and with
referencetothelevel sdescribed above. Here’' swherecollaborativebusiness
strategy requirementsget convertedintointegrated technol ogy designsthat
support profitabletransactions. Integrated designiscomplex: makesurethat
you ask enough smart peopl eto hel p designintegrated communicationsand
applicationsinfrastructures.

Infrastructureinvolveshardware, software, and processes, andthediscipline
tofaithfully convert strategicrequirementsintorobust, reliable, secureand
scalablenetworks, databasesand applications. Takethelongview here. Build
aninfrastructurethat canadapt toevolving collaborativerequirements. Doyou
know whereyour scenariosare?

It sdifficulttofind professional swho can support heterogeneousenviron-
ments. Makesurethat your in-housepersonnel areuptothetask. If they're
not, then consider outsourcing toacompany that hastheright mix of skillsand
experience. While there may be some reluctance to outsource your data
centers, for example, remember that | egacy datacentershavebeen outsourced
foryears. Asthenumber of enterpriseand I nternet applicationsrises, it’ slikely
that | egacy datacenter management processeswill haveto besubstantially
modifiedtointegrateand support thenewer collaborativeapplications(evenas
youplantokill them off).

What works — and what doesn’t? Just as it’s essential to track your
infrastructureassetsit’ salsoimportant totrack their effectiveness. Without
obsessing over return-on-investment (ROI) modeling, you should develop
guantitativeand qualitativeeffectivenessmetricsthat will permit objective
performance assessments. Business casesshould bedevel oped prior to any
significantinfrastructureinvestments—and bepreparedto pull theplugif the
datalooksbad.

What doyoureally needto know here? Infrastructure planning beginswitha
driving concept, aset of assumptionsabout what all thegear hastodo. The
argument I’ mmaking—over and over again—isthat strategicrequirementsare
collaborativeandtactical requirementsareintegrative. All decisionsabout
infrastructuremust convergewith collaborationandintegration. But what does
thismean? Here sashortlist:

*  Accesstoyour collaborativeapplications—supply chain, customization,
personalization, businessanal yticsand automated —needsto be ubiqui-
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tous, from any number of access devices (the access layer of your
infrastructure). Y ou need to architect thecommunicationsnetworksto
work withall of your stakehol ders.

» Thegear you buy hasto support collaboration and integration.
Rethink buyinganythingthat only doesonething, likeacell phonethat’s
not apager and PDA.

* Rethink buyinglotsand lotsof desktop computers(and certainly
don’t even think about replacing them for at least 36 months).
L aptops—whilemoreexpensivethan desktops—make more sensefor
your collaboratingemployees.

e Thisisimportant: rethink theneedfor somuch computational power on
desktopsand laptops. Doeseveryonereally needthelatest Pentium chip
to send and receive e-mail? “Thinfrastructure” isaterm you should
explore. Y earsago L arry Ellisontalked about thenetwork computer and
how therewasno reason why computational power could not bemoved
from PCsand laptopsto serversondistributed networks. Well, hewas
right, if not ahead of histime. Begintothink about how youmight migrate
applications to network servers and redefine access and transaction
processing around thinner devices(likesmart, voice-enabled PDAS).
So-called“thinclients” arecheaper and morereliablethan Herculean
desktopsor laptops: whilel cannot becertainabout thegeneral movement
away from macho/macho machines, thinfrastructurelogicispretty damn
compelling. I’ dassignacoupleof smart peopleto chasedownthetrends
hereand devel op some scenariosabout how thin clientsmight work in
your company.

» Takealook at the infrastructure management technology and
applicationsonthemarket. They canhelpyoumanageyour applica-
tions, security, communicationsandevene-mail. Theseapplicationscan
functionasmonitorsand managersand providedashboard-likereports
about how well your infrastructureisperforming.

« Makesurethat your infrastructure encourages integration and
interoperability acrossyour entiredevice, applications, data, communi ca-
tionsand security environments. M akesurethat whoever supportsthe
infrastructure pushescollaborativeprocessesandinvestsinintegrative
solutions.

Here sthedeal. If youdon’tdeveloptherightinfrastructureyouwon’tbeable
todeploy or support collaborativetransactions. Nottoo many yearsago—like
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the 1990s — companies actually delayed making their networks Internet
Protocol (1P) compliant. | havenoideawhat these companieswerethinking.
Maybe—likethe senior executivel mentionedin Chapter |1 —they actually
believedthat thelnternet wasafad that would goaway. Whoknows? But here
we are again. There are macro trends in wireless technology, thin client
computing and infrastructure management that you need to track — and
embrace. Separate the cool trends from the trends that will accelerate
collaboration.

Security and Privacy

Thereareaset of technol ogies, processesand servicesthat together constitute
your security strategy. Relatedtoall thisisyour privacy policy, whichyou
better take seriously. Why do | say this? Because many companies are
publishing privacy policiesbecausethegovernment tellsthemto, but they’re
not protecting the data of their collaborators as carefully as they should.
There's a natural tension between personalization and privacy. Aswe
discussedinChapter |11, therearereal issueshere, andweall needtomakesure
that we get the appropriate permissions to build our mass customization
strategies.

Figure23 mapsthesecurity landscape. Therearelotsof cellsinthismatrix.

Every one of them demands your attention because they all need to work
together.

Let’ slook at thecells.
First, there spolicy. Herearetheguidelines:

*  Youhavetowriteitdown. All of your security and privacy policiesand
procedures must be codified, communicated and updated on aregular
basis.

e Your security policy shouldn’t be abible, but it needsto be specific
enoughtoreduceambiguity. Rather than spend two yearswriting the
perfect security or privacy policy —onethat coversevery aspect of your
security environment —spend al ot | esstimeand get oneout that works—
and makesurethat you offer trainingaroundit.

» Ifyoucan’'twriteacrediblepolicy in-house, outsourceit.
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Figure 23. Integrated security requirements
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*  Thedocument shouldinclude—at aminimum—policiesthat address:
» Dataaccess
»  Applicationsaccess
* Network access
o Software
*  Privacy
*  Businessresumptionplanning
*  Systemsdesign& development
* Riskassessments

Authenticationisabsolutely key:

»  Passwordswork, but can beexpensiveto administer and complicatedfor
userstouseonaregular basis, especially if they must remember multiple
passwords.

* Ifyourpasswordpoliciesarewell developed (for exampl e, requiringusers
tochangethemevery 30 daysor so, or the systemsautomatically deny
them access) thenthey might work for youfor thenextfew years. Butif
they’ recomplicated and cumbersometo manage, you might consider
alternativeauthentication methods, toolsand productslike smart cards
and biometricdevices.
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*  Single-sign-ontonetworksand applicationsremainsaworthwhileobjec-
tive. Takealook at the availabletool s and the processes that support
them. Aswedeploy moreand morenetworksand userstraversemore
and morenetworksand applications, you’ || need single-sign-on capabili-
ties.

* Makesureyouinvestigatetherangeof availablefirewall technologies
sincethey’rechanging all thetime. Notethetrend to embed moreand
morefunctionality intofirewalls, functionality thatincludeslotsof flexible
authentication (and authorization) techniques. Over time, you shouldbe
abletooff-loadlotsof functionality ontoyour firewall (and other hardware
devicesand softwareapplications).

Whogetstodowhat? Authorization followsauthentication:

*  Onceusersareauthenticated, they need to be monitored according to
some pre-defined authorization schema. Accessto networks, applica-
tions and databases needsto be defined and individual and classes of
usersneedto know wherethey can go and what they can do oncethey get
there.

All of thisstuff isgreat until you haveto supportit. All security (and privacy)
policy, authentication, authorizationandrecovery requiresadministration:

Makesurethat you ask questionsabout administration each timeyou
consider amethod, tool, techniqueor process.

»  Developsomemetricsagainst which you cantrack the effectivenessof
your administrativeprocedures. Track thedataover timetodeterminethe
cost-effectivenessof whatever administrative processesyou putinplace.

*  Somebasicadministrativereportsinclude:
*  User Sign-OnError Reports
» UserPolicy Violation Reports
* ResourceActivity Reports
*  User AccessReports
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Recovery isasessential to security asauthentication. Makesureyoudon'’t
short-changeyour security strategy by under-cuttinginvestmentsinsystems
recovery and businessresumption planning. Businessdisruptionand resump-
tion planning simul ationsshoul d beconducted onaregul ar basis—at | east twice
ayear —to determine if your business resumption planning policies and
procedureswill actually work whenamajor businessdisruptionoccurs. The
basi c elementsof abusinessresumption planshouldinclude:

. Plan Activation Policiesand Procedures

* Individual, Groupand Team Recovery Policiesand Proce
dures

*  On-Site/Off-Site Resumption Policiesand Procedures
*  AdministrativePolicies, Proceduresand Responsibilities
*  Contingency Planning

Supporting your security and privacy policies and technologiesistricky.
Unlessyou havealot of in-housesecurity talent, youmight havetolook outside
for end-to-end security solutionsintegration. Thisdecision must be made
carefully, sincethere satendency tothink that thein-housestaff —who may
have managed security in ahost-based, data center enclosed environment
pretty well —canmanageagrowing number of distributed applicationsthat link
employees, partners, customersand suppliers.

Therangeof necessary skillsisbroad and deep. Y ou’ Il needto makesureyou
cover all of thebases—andwell. Thekey istheintegration of theservicesinto
anadaptivesolution. If your security strategy consi stsof |otsof el egant pieces
that don’ t fit well with oneanother you don’t haveaviablesecurity strategy.

What el sedo you needto know about security and privacy? Y ouand your team
needtounderstand:

*  Firewall technology

e Anti-virustechnology

*  Cetificateauthority technology
*  Biometrictechnology

*  Encryptiontechnology

*  Privacy compliancetechnology
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These technol ogies enable your security strategy. Y ou need to assign re-
sources to track developments in the technologies and the products they
support. Whiletheremight have been someskepticismfiveyearsago about
declaring distributed security acorecompetency, today theoppositeargument
shouldraiseeyebrows. It’ simperativethat you understandthetechnology and
how itinteractswithyour businessmodel, applicationsportfolio, communica
tionsarchitectureand other dimensionsof your infrastructure.

Privacy will becomeincreasingly important, increasingly thefocusof govern-
ment regul ationsand—theref ore—theobject of computing and communications
standards. Pay closeattentiontothesetrends, sincetheflip sideof business
security ispersonal privacy.

Changeisinevitablehere. M akesomeoneaccountabl efor devel oping security
scenariostwo-to-fiveyearsout.

Thethreat of informationwarfaremust al so betaken seriously. If you screw
upyour security architectureandinfrastructure, your competitorswill findways
intoyour networks, your applicationsand your databases. Isit easier to spend
years working to increase market share or spend weeks destroying the
competition’ sdatabases? Informationwarfareisareal threat. Y ou should
invest asmuch asnecessary to protect your business—andinbusinessrecovery
processesand technol ogy should your defense break down.

Y ou need to let go of the notion that security isa“step” you take (when
designing, developing and deploying networks and applications), or that
security canbeserviced by lotsof tool sand techni quessurrounded by distinct
processes. Whilethesenotionsaretheoretically correct, they missthelong-
term point: security isnot apart of anetwork or anapplication, it’ sembedded
innetworksand applications. Inother words, security isasmuch apart of a
network asarouter or switch, or asmuch apart of an application asauser
interfaceor database. Whenyou stoplooking at security asadisembodied part
of your network and applicationsinfrastructure— but rather asanintegral

ingredientinan otherwisepretty complex soup—thenyou’ veachievedthenext
level of distributed applicationsdevel opment and management.

Y eah, another corecompetency to add toyour list.
Figure24 summarizesthesecurity challenge.
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Figure 24. Security investment filters
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Thepoint of thislongdiscussion? There' saton of technol ogy out thereandit
all needsto work together to support your collaborative business models.
Simpleenough, huh? Unfortunately, therange of applications, data, commu-
nications, infrastructureand security technol ogy isenormous—and growing.
Sohow doyouorganizeitall?

Thecollaboration/integrationfiltersarereally your friendshere. If youaccept
thetrajectory of your collaborative businessmodel sand theneedtointegrate
disparatetechnol ogy (and avoid depl oying technol ogy that doesn’ t cooperate),
thentheselectioncriteriaarepretty clear.
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Opinions?

TheCEO ...

“Ilovedrinkingfromfirehoses...areyoukidding? Way too much to think
about — to worry about ...

TheCFO ...
“ And way too much to pay for ...”

TheFacilitator ...

“You'realready paying through thenose.... you just didn’t know how bad
itwas ...

TheCOO ...
“All I know isthat I can’t do business when the technology’ s down ...”

TheClO ...

“And like it's always down? Give me a break. |If we funded this stuff
adequately we' d have morereliability ...”

TheCSO ...
“ And security ..."

TheCEO ...
“How many database ‘ platforms’ do we have in the company?”

TheCTO ...
“Five ..

TheCEO ...

“Why do we have five and not two ... and how many applications do we
have ... and do they talk to each other ... and do we have a portal and if
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we do, why do we have a god damned portal ... and what are we doing
about wireless communications ... and broadband and voice-over-IP —
whatever the hell that is—and security ... and privacy ... and what about
the ‘layers’ of our infrastructure ... and ... ??7?”

TheGeneral Counsel ...
“Isthere a point to all these questions?”

TheCFO ...

“Theresureis: if we' regoingto competewe haveto optimize our business
technology investments ... we're clueless here ... we have god knows how
many data base platforms — whatever they are — applications, networks,
desktops, laptops, PDAs or whatever ... what's the plan, what’s the
strategy? Standards? Sngle-source? Metrics? These are all no
brainers!”

TheCTO ...

“Well, not everyone would agree ... there are all kinds of debates about
this stuff ... it"s not that simple ...”

TheCEO ...

“You sound like a vendor —or a consultant —telling methat | don’t know
enough to know how much help | need ... thisisreally starting to annoy
me ... I’'m starting to feel that we’ve left a ton of cash on the table over
the years, that we can do a whole lot better ...”

TheFacilitator ...
“Amen ...

Endnotes

1 There salotof “evidence” about these* disappointments.” TheGartner
Group publisheslotsof total -cost-of -ownership (TCO) and return-on-
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investment (ROI) analyses (www.gartner.com), asdoes The Standish
Group (www.standishgroup.com) which both generally report that we
often pay morethanweshouldfor hardware, softwareand services. The
National I nstituteof Standar ds& Technology (www.nist.gov) pub-
lished areport that software bugs cost usersand vendors almost $60B
annually. TheNestlevs. SAPcaseiswidely known (seeBenWorthen's
Nestle's ERP Odyssey, CIO Magazine, May 15, 2002), as are other
failed enterpriseprojects(seeKimGirard’ sreport onthe Department 56
vs. Arthur Andersen - “Blame Game,” Baseline Magazine, March
2002). Litigationsometimesresultsfromimplementation problems. See
PricewaterhouseCoopers' “Patternsin|IT Litigation: SystemsFailure
(1976—2000).” AlsoseeMeredithLevinson's,“Let’ sStopWasting$78
Billion a Year,” CIO Magazine, October 15, 2001, and Charles C.
Mann’s, “Why SoftwareisSo Bad,” Technol ogy Review, July/August
2002. Paul Strassmann’s work is again relevant here. See
www.strassmann.comfor tonsof insight anddata. Whilethere' sareany
number of horror stories out there, there are also some huge success
stories, not to mentiontheeveryday successof word processors, presen-
tation packages, databases and e-mail. Finally, regarding CRM, see
Michelle Schneider’s, “CRM: What It's Worth,” The Net Economy,
February 5,2001, andRich Cirilloand DanaSilverstein’s,“CanCRM Be
Saved?,” VARBuUSIness, February 4, 2002.

2 See"TheBook of Numbers,” Hackett Benchmarking | Solutions, 2000
(www.answerthink.com/hackett for moredetail s).

3 Seewww.gartner.comfor thereport on server over-spending.
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Chapter V

TheTurf Conver sation-

Who Does
What ToWhom

Not toomany controversial topicshere. Herearetheturf topicswe' |l discuss:

*  Figureouthowtoneutralizethepoliticsaroundturf: | havenomagic
here... it’ sbeen going on since peoplebeganto congregate ... but take
it seriously becauseit undermineseffectiveness.

* Forget titles: you have to organize your companies to collaborate,
support collaborationand enableitwithintegrated technology ... youmay
or may not need “ chiefs,” or “directors.”

*  Forget about consensus-based decision-makinginflat management
structures... forget about bigteams.

Commandand control works... evenindecentralized organizations—
which, by theway, I’ mnot that crazy about.

* Innovationisspecial: makesureyour organizational structuresencour-
agebusinessandtechnol ogy innovation.
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Watch Your Flanks

Batten downthehatches. We' regoingtotalk about organizational structure.
Isn’ titinteresting how everyone perksupwhenthese conversationsbegin?

How many management revol utionshaveweendured? How many of usstil|
haveacompl etely unacceptablesane:jerk ratioin our companies? How many
timeshavewere-organized when anew management teamarrived? Dowe
learn from our organi zational mistakes? Have our management structures
changedwiththetimes?

Thislast questioniskey. If you' refeelingmorecomfortablewiththewhole
collaboration and integration discussion — the whol e business technol ogy
convergenceargument —thenit may betimeto determinetheextent towhich
your organi zation supportscol | aboration andintegration, alongwiththetradi-
tional functionsof your company.

From another perspective, how many of uswrestlewith the “who-shoul d-
report-to-whom” guestion several timesayear? Seriously, haveyour efforts
to“re-organize” thebusi nesstechnol ogy rel ationship been proactiveor reac-
tive? Often because someinfluential peoplecomplainabout therelationship,
thingschange. But reactivechangesusually don’tlastlong.

Other changes are triggered by real problemswith reliability or security.
Context changeseverything. Whileweall recognizetheimportanceof terrorist
threatstoday, why don’ t werecognizethepotential of collaboration? Andthe
necessary integrated technology to enable it? It’s always about the big
guestions—but we haveto seethem before we can answer them.

Therearealsolotsandlotsof political agendasout there. We' veall learned
tobevery careful about friendsand enemiesandthetimeswhenit’ simpossible
todistinguish betweenthem. Not so many yearsago business peoplewanted
their technol ogy strong and cheap and technol ogi stswanted therespect, time
and money they deserved. Uneasy partnership? Absolutely. But the
convergenceargument I’ mmaking heresaysthat not only arethetwointhe
same camp, but they each haveto get wood to keep thefiregoing. They're
teammates. Thevestedinterestsshoul d bedefined aroundthispartnership, not
around obsol eteadversarial rel ationships.

Y eah, | know. Naive. Butisit? Adversarial proceedingsarenearly impossible
tomanage. Maybeit’ stimeto convergevestedinterestsrather than play them
off against each other.
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You Report To Who?

Hereareafew of theorganizational issuesworth discussing:

* There-engineeringof businesstechnology or ganizationswill sur-
faceasoneof themajor corporateimperativesof thenew millennium.
Companieswill look totechnology to (really) integratewiththebusiness
and providecompetitiveadvantagethrough efficient collaboration.

. “Good ‘ol boy” (and gal) relationships will be (partially, never
completely) replaced by strategicpar tner shipsthat will bejudged by
performance—not historical inertia.

*  Asskill setsbecomeobsol etefaster andfaster, therewill bepressureto
changeor ganizationsat amoment’ snotice. Thiswill dictateagainst
large permanent in-housestaff organizedto protect their existence. New
applicationspressureswill kill entrenched bureaucraciesandgiveriseto
anew classof results-oriented hired guns.

e Companieswill finditincreasingly difficult—if notimpossible—tokeep
their staff current inthe newest businesstechnol ogies. Thismeansthat
companies by default will have to outsource certain skills. The
approachthat may makethemost senseisonethat recognizesthat future
corecompetencieswill not consist of in-houseimplementation expertise
but expertisethat can abstract, synthesize, integrate, design, planand
manage.

How many of theabovedrivershit home?

If you livein adecentralized organization —where the central technology
organi zation ownstheenterprisecomputing and communicationsinfrastructure
andthelinesof businessowntheir applications—pay very special attentionto
organization structure. Unlessyou’ repreparedtofightlotsof religiouswars
between central technol ogy and thelinesof business, organizeyour internal
technology professionalsin waysthat support conventional and strategic
businessmodel sand processes. |f your current organizational structureinany
way, shapeor form encouragesan adversarial rel ationship between central
technol ogy andthelinesof bus nessthenyour organizational structureisflawed.
Thehell with* flawed” : your organizationwill losemoney and under-perform.
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Y ou haveanumber of organizational options. Asyour collaborativebusiness
evolves, it’ sessential that you undertakeabrutally candid assessment of your
corecompetenciestoday and—especially —what they should betomorrow,
andthenbegintodefinetheorganizational structuresthat will exploittheright
competencies.

Y ou should alsolook at the centralizati on/decentralization, standardsand
governance issues, as well as architecture, infrastructure and metrics (in
additiontoreturn-on-investment and total -cost-of-ownership data). These
ar eimportant i ssuesand the challengeremainsto organizeyour company in
waysthat resultin morenatural resolution of thorny issues. Isthisageneral
management theory? Probably not, butit’ sactually fairly profound: if you' ve
organizedthingssothat big, important problemsget sol ved withaminimum of
effortthenyou’ veprobably done something pretty good (andtheconverseis
insane—wherethesmallest, stupidest problemsget all of theattention).

Theway companiestry tofix their technol ogy organi zationsand therel ationship
between technol ogy and businessisto keep adding piecesto what they think
isasolution without realizing that incremental, sequential approachesto
problem-solvingareby definition unabl eto solveany problems(unlessyou’re
trying to fix alawnmower that won'’t start). Y es, thisisaset up for amore
holisticapproachtoorganization, and not just busi nesstechnol ogy organi zation
but the organi zation of thewholecompany.

Organize — Because We Have To ...

Theassumptionswe’ vemadeover theyearsabout organizing technology to
support thebusinesswerefinefor acoupleof decades, but thenbeganto break
down. Theerosiontook theform of argumentsabout the need for business/
technology “alignment.” Magazinesstill publisharticlesabout theneedfor
alignment. Hell, wehaveentireconferencesabout alignment in exotic places
that attract hundredsof people (I think I answered my own question). There
areeven cruisestonowherefor technology executivesand vendorswhotalk
endlessly about how to maketechnol ogy work better for business. But by and
large, all of thealignment model sare separatist models.

Without any senseof how radical youthink theseconversationshavebeen, let’s
ask somepotentially radical questions:
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e Doyouneeda“ClO” ora“CTQ"?

*  Areyourtechnology leadership positionswell-defined?

*  What dothebusinessmanagersthink about technology at your company?
»  Doyourotateyour businessand technol ogy professional s?

*  Howdoyouprocesscollaborationrequirements?

*  Whoownstechnology integration?

Doyouknow what you’ regood at —and what you do poorly?

*  Areyoustrongly or weakly governed?

Enough of thesedrills. Organizational strategiesshould be holistic and as
consistent aspossiblewith businessandtechnology trends. Atageneral level,
we know that collaborationisatrend. We also know that collaboration is
drivingintegrated technology, just asintegrated technol ogy isdriving collabo-
ration. Need another example? Wewant to usetheWebfor customer service.
It scheaper andit’ savailable24/7/365. Theextended businessmodel makes
sense. But technol ogy goesthe processonebetter, adding co-browsing—the
ability for a customer to synchronously interact with a customer service
representative—totheWeb siteto help sitevisitorsget out of troublewhen
searchingfor somethingor fillingoutaform. Very few businessprofessionals
arecurrentinco-browsingtechnology. But whenthetechnol ogist understood
therequirements, animmediateleapwasmadeto co-browsingtechnol ogy that
could enhancetheonlinecustomer experience.

Sowhat doyou needtodo? Figure 25 presentssomeideas—and suggestshow
you might want to organizeyour company (presumptuous, huh?).

Theconversationshere have been about collaboration and integration, not
explicitly about sal es, marketing, finance, manufacturing or distribution, but
there’ snoway | cantalk about organi zationwithout including everybody.

Figure 25 suggeststhat you consider three piecesto the puzzle—formally.
Whilewe all understand traditional corporate functions such as sales and
marketing, not all of usappreciatehow fundamentally different thecollabora-
tionandintegration challengesare. Thesuggestion hereistoorganizearound
thethree(collaborate/support/enable) areas. Just three. Thismeansthat all of
your businessmodel sand processeswill beredefined alongacollaborative
continuumand managed accordingly. It meansthat support for thesemodels
—finance, sales, marketing, etc. —will be organized with reference to the
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Figure 25. Organizational requirements
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collaborativebusinessmodel sthey serveaswell astheintegrated technology
that enablescollaboration.

Inaddition, theorganizational model assumesan integrated collaborative,
support, enablingtechnol ogy strategy, that no pieceactsindependently —or at
least not independently withimpunity. Best practicesround out thepicture.

Sowhat doesthismean? Am | suggesting somegonzo organi zational structure?
I sthisanot-so-subtleplot to get youto overthrow your current organi zational
blueprint? Notat all. Infact, Figure27 suggestshow you might convert the
functional requirementsinto aworkableorganizational structurethat’ sreally
not all that radical —thoughit wouldtrigger massivechangesinhow responsi-
bility and authority isallocatedinyour company.

| know, | know. Itlooksweird. Let’ sdiscussit.

Themiddle—support—activity iswhat we' reall familiar with. Here’ swhere
sales, marketing, manufacturing, distribution, humanresourcesandlegal live.
Someoneneedsto runthisorganization and sincel’ vealready complained
about how many chiefsthereare, let’ scall thisperson the Support Officer. So
far, sogood. Thenthere’ sthe Collaboration Officer, who runsthecollabora-
tive business strategy, models and processes. Thisiswhere supply chain
planning and management, customization, personalization, automation and
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Figure 26. Organizational requirements
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Figure 27. Proposed organizational structure
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optimizationlive. Existing businessmodel sand new collaborativemodels
wouldbelongtotheCollaboration Officer.

TheEnabling Officer iswhat wewould havecalledthe CIO, CTO, the Chief
ApplicationsArchitect, thechief (what el se?) of technol ogy operationsand
anyoneel seconnected with technol ogy if wecould havemorphedthemintoa
singleofficer. Y es, thismeansthat the* CIO” and*“ CTO” asweknow andlove
themtoday get new titlesand consummatetheir rel ationship with thebusiness
in anew organization that will have killer integration capabilities where
“integration” isunderstood to meanintegration of disparatetechnol ogiesand
integrationwith collaborati veand supporting businessmodel sand processes.
TheEOa soownstheapplicationsintegrati on, pervasi vecommunications, data
integration, technol ogy infrastructuremanagement and other thingstechnical.
The EO does not, however, exclusively own technology acquisition
(outsourcing), just asthe CO and SO do not own busi ness processand support
acquisition (outsourcing) decisions. Acquisitioniscontrolled by thePO (with
input, of course, fromtheother organizations).

We' veal sogot another officer lurking around. TheProcessOfficer hasbroad
“best practices’ responsibility —and authority. TheProcessOrganization
ownslotsof things: project management (in which aProject Management
Office can be housed), standards, research & development (and therefore
innovation), measurement and metrics, includingtotal -cost-of -ownership (TCO)
andreturn-on-investment (ROI) datacollection, outsourcing, businesscase
devel opment and di ssemination, andall of theother appropriately enterpriseor
“neutral” activitiesthat should not belocated directly incollaboration, support
or enablingtechnol ogy.

Thisstructureattemptsto organizethingsinwayslikely to keep thenumber of
religiouswarstoaminimum: it keepsmost of thefoxesout of the henhouses,
or atleastittries. TheProcessOfficer—let’ smakethisoneaChief —sitsinthe
middleof lotsof enterpriseactivities. But notethe processesdo not distinguish
among collaboration, support or enablingmissions. They’reall treatedequally.
Outsourcing, for example, could be business process outsourcing or the
outsourcing of desktop computer support. Theperspectiveof the CPOisthat
outsourcing must integrate acrosscorporatemissions. Another frequent war
—standardization—isalso fought —with nuclear weapons— by the CPO. If
we' reanywhereintheevol ution of businesstechnol ogy |ogicand sanity, we' re
all about standardization, aswell asrelated migration policies.

What about the Strategy Officer and the Operations Officer at thetop of the
chart? What thehell dothey do? The SOisasenior staff that makessurethat:
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(a) thereisastrategy and (b) thecollaboration, support and enabling organi-
zationsstay consistent withit. The OO istheexecution bully who makessure
that operationsrun smoothly. The CEOthushasfivedirect reports, but the
SO(1) and OO live onthe sameblock asthe CEO, not down the street with
the CO, SO(2) or the EO. Y ou get the picture.

Alsonotethat thisstructureisself-contained. Theideaisthat alineof business
should have its own collaborative strategy, its own support, and its own
integrated enablingtechnology. Theofficersof each of theseactivitiesareon
anequal level. Thismeansthat debatesabout who technology should report
toarepointless: technology, liketraditional support, and thebusi nesstransac-
tionsthey serve, all reporttothe CEO—they all havebig seatsat thebigtable.
TheCEO protectstheintegrity of theorganization by managing effectiveness
throughan enterprisestrategy and anenterpriseoperationsstaff, andeveryone's
beholdingtoa(seriously) powerful processofficer. Theenterprisestrategy,
operationsand processofficersareequally powerful andtogether keep the
collaboration/support/enabling technology activities“focused.” Inasingleor
doublelineof businessmodel theself-contained model canwork. Whenthere
aremultiplelinesof businessit getsmorecomplicated (seethefollowingfor a
coupleof cutepicturesonthis).

| also have some—well, strong —ideas about culture and power —thereal
organizational drivers. I’d argue that “empowerment” hasyielded mixed
results. Whileit makessenseto build consensuswhenever possible, it also
makessenseto movedecisively. Haveyou considered how inconsistent 21
century business mantras — like speed, agility and flexibility — are with
empowerment, consensusbuilding andlargeteams? There snoway you can
move fast when you have to ask everyone what they think. | know, thisis
heresy. Twentieth century management gurushatetheideaof commandand
control stylemanagementinthe21% century. But hierarchical managementwith
opportunitiesfor participation based onmerit (not gol f handicaps) makesmore
sensein highly competitivearenasthan consensusmanagement. Andit gets
worse. Hereare someassumptionsabout how to make organizationswork,
especially theonerun by the CPO:

» DisbandLargeTeams- | realizethat we' vebeentalking about teams,
bonding and collaborationfor years. But how many of usreally enjoy
thoseoff-sitesintended to get ustorelateto each other? L ook, themore
peopleworkingaprojectthemorelikelyitistofail. Atthevery least, it
will cost aton of money, much of which goesfor meetingscoordination.
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Keepitsmall, keepit manageable. Big projectscan bebrokenupinto
small pieces. Aswe' vealready discussed, over 75% of al uber-projects
fail, sothere’ sreasontore-think how wedothings.

* InflateFlat Management Structures- Whoseideawasittoempower
everyone? If wetakethistoitslogical conclusionit meansthat everyone
getsveto power over everything. Successful experienceshouldrulethe
day. Thelastthingyouwanttodoisempower unintelligent, inexperienced
peoplewithbadintentions. Y ouknow whothey areandwherethey live.
Keepthemaway fromall of theimportant discussions. Andre-think the
way you managegenerally. Asdiscussed above, | still like controlled
accesshierarchical structures, wheresmart, experienced professionals
makethebigdecisionsafter listening to smart colleagueswho’ veearned
aseat at thetable.

* HireOnly Partners - Some of my best friends are consultants, but
beforehiring oneyoureally haveto makesureyouknow pr ecisely what
youwant themto do andyou understand the structureof their direct and
indirect vestedinterestsintheoutcomeof thework they do. Oneof the
best acquisition practicesyou can adopt issharedrisk: if your vendors
won’t sharerisk thenyou shouldn’ t shareyour money withthem. It salso
usually agoodideato hirehonest brokerstolook over theshoul dersof
themainstream consultantsand vendorsyou use, honest brokerswho,
regardlessof theadvicethey provide, cannot makeadimeafter their gig
isover.

* MeasureEverything- | really hatethis. It salmost likeexercise: wedo
it becausewehaveto, not becauseweliketo. Butif youdon’t measure
things—likeassets, processes, people—thenyouhavenoway of knowing
how you'’ redoing or benchmark yourself agai nst thecompetition. With-
out empirical data, youfly blind.

 Leastof Breed- Thisonewill breedlotsof controversy, but it makes
more senseto commit to afew hardware and softwarevendorsthanto
anythingmorethan several of them. Y es, thisisan argument against
best of breedin strongfavor of singleor doublesourcingstrategies.
Why? Becauseof thecomplexity of our computing and communications
environments and because emerging business requirements call for
scalability and agility wehavetoincreasethechancesfor thesuccessful
integrationandinteroperability that reducescomplexity andfostersagility.
L ook around your company to seejust how muchvariationyou’ repaying
for and how muchmoney you' releavingonthetable. OK, sonobody’s
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perfect, but do you really want to have three database management
environmentsjust to proveapoint about independence?

* ReThink Relationships- | know, herewegoagain. Butthistimethere
aresomemagjor differencesinthematurity of both businessmodelingand
technology effectiveness. Tenyearsago businessmodel swerelinear and
sequential, now they’ redynamic, collaborativeand continuous. Twenty
yearsago most computi ngand communi cationstechnol ogy barely worked.
We'renow at avery different businesstechnology place. If we'renow
talking about coll aborative, i ntegrated and continuousbusinessthenwe’ re
nolonger talking about businessrequirementsthrown over thefenceto
eager or not-so-eager technology professionalswho havetointerpret
what therequirementsmean, but rather aholistic approach to business
technol ogy convergencethat rendersmost of today’ sreportingrel ation-
shipsobsolete. Very simply, if your collaborativebusinessgurusareat
armslengthfromyour technology integration gurus, and your organiza-
tional structure endorses the distance, then you have a fundamental
probleminhow youdobusiness. It stimetore-think al this.

Areyoustill speakingtome? | hopeso. Thesesomewhat harshviewswere
bornfromsomepretty disgruntled parentswho eventual ly subscribedtotough
lovemanagement.

All of thisworks—if you agree—for acentralized organi zationwith oneor a
couplelinesof business, butwhat if therearemultiplelines? Therearetwoways
togo, andafter my list of things!’ ddotomorrow, I’ m curiousabout theoneyou
select.

Decentralized organization#1 appearsin Figure28. It’ swhat | call thelight
vise-grip structure. It keeps the self-contained structure but wraps it in
enterprise-controlled strategy, operationsand processes. Lineof business
CEOslikethisstructurebecausethey haverel ativeautonomy; they dislikeit
becausewhenthingsgo badtherearefew partsof the system outside of their
control that they can blame. Enterprise CEOsare OK withthelight vise-grip
structure, especially if they have capableline of business CEOs. They’'re
unhappy withthestructurewhentheir CEOsbegintolosefocusandthey have
relatively few waystoreignthemback intotheoverall mission.

What’ sthenext option? | call Figure29thetight vise-grip model becausethe
enterprise stripsthe lines of business of leverage-able, scalable activities
including especialy all of thesupport and enabling technology activities. This
structure givesthe enterpriselots of power, but it also leveragesresources
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Figure 28. Decentralized organizational structure #1: The light
vise-grip

Strategy Officer Operations Officer

B

Process Officer

acrossmultiplelinesof business. Some CEOsof centralizedlinesof business
might not likethe structure, though somemight prefer it. It dependsonthe
culture, thevertical industry and the condition of thecompany.

Bigsurprise: I'mnot crazy about thelight vise-grip structure. It offerstoomany
temptationsfor linesof businesstowander off ontheir own. Italsoleavesalot
of enterprise leverage on the table, leverage that could reduce costs and
distractionsfor Collaboration Officers. | likethetight vise-grip structure
becauseit’ sgot good economiesof scaleand allowsthe Collaboration Officers
todowhat they dobest. Inthisstructure, “corporate” really isthereto help.

L et metell you how not to achieve collaboration/integration organi zational
SUCCESS.

» Don'tappointacollaboration“czar”: czarsaretemporary aberrations, or
at least that’ show history hastreated them. Czarsconnoteacrisisof some
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Figure 29: Decentralized organizational structure #2: The tight
vise-grip
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proportion that requiresthe perception of adisproportionateresponse
that by definitionburnsout over time.

*  Don'tappointanintegration®czar.”

* Don'tseparate—for any purposes—*business’ from*e-business.”
 Don'tdo*”one-offs,” exceptionstotherules—under any circumstances.
*  Don'tunder-fundenterpriseactivities.

*  Don'tkeeprolesandresponsibilitiesvague.

The Special Case of | nnovation

Who' sinchargeof tracking businesstechnol ogy trendsinyour company? Lots
of placeshavein-housegurusbut very few have created formal positionsto
track the major trends that impact their companies. I’ vealwaysfound this
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amazing giventhepaceof technol ogy and businesschange. Maybeit’ stimefor
all of ustorethink our businesstechnol ogy watch strategies.

So how do you identify the collaborative business model s and integration
technologiesmost likely to keep your company growing and profitable? The
explosionintechnol ogy haschanged theway you buy and apply technology and
has forever changed expectations about how technology can and should
influenceyour connectivity to customers, suppliers, partnersand empl oyees.
What you need isabusinesstechnol ogy investment agendathat helpsyou
identify thetechnol ogiesinwhichyou shouldinvest and thosethat get littleor
noneof your financial attention.

Theagendaultimately must be practical: whilebluesky research projectscan
belotsof fun (especially for thosewho conduct them), management must find
thetechnologieslikely toyieldthemost growth and profitability, not thecool est
write-upinatechnical tradepublication.

Asaways, it’ sessential that you definethebusinessmodel sand processesthat
you' Il pursueover thenext twotothreeyears. Somemight arguefor alonger
lens, butit’ stough enoughto extrapol ate out eventwotothreeyears. These
modelsandtrendswill providetheanchor for assessing emerging business
technology trends.

Thepurposeof businesstechnol ogy monitoring and assessment isto develop
listsof high potential businessmodel sandtechnologies. Hitlistsareexcellent
devicesfor rank-ordering and screening technol ogies. They alsofocusatten-
tion on specific businesstechnol ogy opportunities.

Themost promising businessmodel sand technol ogiesshould bepiloted. The
purposeof thepilotistodetermineif thetechnol ogy will cost-effectively solve
problems that to date have proven difficult and expensive to solve. Pilot
projectsshouldbereal projects. They should have project managers, sched-
ules, milestones, and budgets. They also need dedicated professionalsto
objectively determinewherethepromisereallylies.

Pilot projects should not last long: apilot project that requiressix or more
monthstoyieldtheclassicgo/nogoresultismuchlesslikely to succeed than
onethat yieldsananswer in 60 days. Succeed—or fail fast—and cheaply.In
fact, if youinstitutionalizethepil oting process, your ability to attract fundsto
conduct technology pilotswill correlatetohow quickly you' vedeliveredresults
inthepast.

All of thisneedsto keep happening: an effective businesstechnol ogy watch
strategy continues forever. Y ou need to model your business models and
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processescontinuously aswell asthetechnol ogieslikely to enablethem. Some
companiesingtitutionalizetheprocessintheformof in-houseR& D labs, “ skunk
works,” or “incubators.” Y ou should dowhatever’ slikely towork.

Innovationhasabigappetite. Itrequireslotsof fuel, patienceand commitment.
Thebigtechnology vendorsunderstandthis. Billionsarespent every year to
gaincompetitiveadvantage. Wecanlearnalotfromtheirinnovationstrategies.

| was recently invited to the Pentagon to talk about the adoption of new
technology. Itwaspart of thegovernment’ seffort to (onceagain) “transform”
the way it does business. My role was to help them think about how to
introduce new technol ogy to old problems, processesand decision-makers. |
agreed to go becausel wanted to draw somedistinctionsamong technol ogy
concepts, working prototypesand technol ogy clusters.

Sowhat isgrid computing? Isit atechnol ogy concept, aprototypetechnol ogy
or awholetechnology cluster? What about voice recognition technol ogy,
semantic understanding and the Segway? Are they concepts, emerging
technologiesarepart of larger technol ogy clusters?

| got tothinking about all thisbecausel recently dida® content analysis’ of a
number of technology trade publications and turned up no less than 30
“technologiestowatch.” Content analysisisatechniquethat identifiestrends
by countingthefrequency of mention: if something’ smentionedalot—likeWeb
Services—thenitrankshighintheanalysis. L otsof technol ogiesget mentioned
alot—whichiswhy thereare30or so“towatch” —but let’ sbehonest: there's
noway all of them deserve our attention—or our money. But what arethe
technologiesthat matter?

| segmented technol ogiesinto concepts—ideaslike* real-timecomputing,”

emergingtechnologies, likewirel essnetworks, and technol ogy clustersthat
includereal technologiesplusinfrastructure, applications, data, standards, a
devel oper community and management support. | thenmadetheargument that
technology impact wasrel ated to concepts, technol ogiesand clusters, that
concepts are wannabes, prototype technol ogies have potential and mature
technology clustersarelikely to have huge sustainedimpact ontheway todo
business.

| then mapped abunch of thetechnol ogi es-to-watch onto animpact chart and
discovered that many of the technol ogies about which we' re so optimistic
haven’t yet crossed theworking prototype/technology cluster chasm—indi-
cated by thethick bluelinethat separatesthetwoinFigure30. Technologies
inthered zonearewithout impact. Thoseintheyellow zonehavepotential,
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Figure 30. Technologies, impact and the chasm
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whilethoseinthegreenzonearebonafide. Thechasmiswhat separatesthe
yellow and green zones.

Theessenceof all thisisthat technologieswill havelimitedimpact until full
clusters develop around them consisting of all of the things necessary for
technologiesto grow, all of the applications, data, support, standards and
devel opersthat keep technologiesaliveand well over long periodsof time.
Figure30alsosuggeststhat it’ stooearly totell if many of thetechnol ogies-to-
watchwill becomehighimpacttechnologies, thatis, if they will crossthechasm.
Real-time synchroni zation, business processmodeling, grid computing and
utility computing, among others, may or may not yield successful prototypes-
whichmay or may not evolveintofull-blown clusters.

Sohow did I dowiththeheavy hittersat the Pentagon? A few of themthought
| was Geoffrey Moore, theco-author of thenow classic CrossingtheChasm.
Someothersthought | worked for thetechnology vendorswho had actual ly
crossed thechasm, and al ot of them thought that thewhol e notion of clusters
was too restrictive, that technologies — even if they were bogus — needed
nurturing. When| saidthat | thought such an approach could provetobevery
expensive, they reminded methat their jobwastoinvestin highrisk/high payoff
technologies, nottoinvestintechnol ogiesthat weredefinitely goingtowork.
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Onthetrainback fromWashington, | finally figured out whereall themoney
goes—and how compani escan savesomeof themoney thegovernment spends:

*  Mostlybuy clusters
*  Occasionalyinvestinprototypes
e Enjoy (butdon’t buy any) concepts

Or put another way, unlessyou’ reinthetechnol ogy business, don’tbeanearly
adopter, apioneer or liveonthebleeding edge. It’ stoo expensive (unlessyou
work for thegovernment).

Isthisagood way to segment technologies? | think it hel ps categorizethe
phases technologies go through and hel ps us avoid investing too early in
technol ogiesthat haven' t proventhemselves. Stay inthegreenzoneand, if you
havetowander, don’tleavetheyellow zone. Theredzone’ samoney pit: track
thereturnshereon other people’ smoney.

Business Technology
Or gani zational Conver gence

Weéll, hereweare. Over ahundred pagesintotheconvergencepitchandwe' re
finally talking about organizations(andwestill haven'’ t talked about people).
Thekey isthenagging relationshipsamong col laborative businessspeed and
agility and organi zation structureand management styles. Thewholenaotion of
organizationsdedicated to what they do—and nothing el se—isobsoleteina
convergingworld. Thekey functions—collaboration, support and enablement
—areall onthesamelevel, but theoverall strategic and operational responsi-
bility for theseunitsiscoordinated by acentral command structure. Evenin
companieswithlotsof linesof business, thecommand structureshouldremain
pretty muchthesame.

Innovation deserves very special attention if for no other reason than the
velocity of business and technology change and therefore the vel ocity of
convergence.
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Who Wants to Go First?

TheCEO ...
“ldo...I wanttogo first ...”

TheCOO ...
“Sure you do ... you love this command and control stuff ...”

TheCFO ...
“Not as much as me, I'll tell you that right now ...”

TheCKO ...
“Thisis pretty rough stuff ... are we sure we like this approach?”

TheClO ...
“Welikeit ...wereallydo ...”

TheCEO ...
“ Good, because you and the CTO are history ...”

TheClO ...
“1 thought we were just getting new titles?”

TheCFO ...
“1 don’t think you read the memo ...”
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Chapter VI

TheM anagement

Conversation -

It Still Needs
To Make Sense

Here swhatwe' |l discusshere:

M easurement —or do you know whereyour computers, processesand
skeletons are? Without benchmark datait’simpossible to converge
anything: measureor fly blind.

Thestandardization of your computing and communi cationstechnol ogy.
If peoplewant to buy non-standard, non-supported hardwareor software
makethem pay for their ownsupport. Watchthreeinfrastructurelevels:
access, coordination and resource, and measureeverything soyou know
what worksand what doesn’ t, and what thingscost.

Outsourcing, or thelove/haterel ationshipyou should havewiththepeople
insidethat aregood/bad and the peopleyou hirefromtheoutsidewho are
good/bad/expensive/cost-effective, and why you should outsourceonly
topartnerswillingto sharerisk.

Funding, or figuring out who paysfor what at your company, and dealing
withtheinevitableconflictsbetweenthe* enterprise” and businessunits.

Return-on-investment (ROI) and total -cost-of-ownership (TCO), the“1-
see-no-compel ling-reason-at-all-to-fund-this-project” twins—whore-
ally areyour friends(solong asthey stay ontheir medication).
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*  BusinessCases, or the” OK-I-guess-we-have-to-do-this-one” police.

*  Project/Program/Portfolio M anagement —theonce-and-a waysbusiness
technol ogy management champ.

»  Governance—or theway wedecidehow to organizeourselves, regulate
ourselves, comply with regulationsand | egislation and otherwisetell
ourselveswhat todo.

You Still Think So?

We' veta ked about organi zation structurein Chapter V, solet’ stalk hereabout
somebusi nesstechnol ogy convergencemanagement priorities. Let’ sstipulate
that the practi ce of businesstechnol ogy management isseldom as* profes-
sional” asit ought tobe. Ontheonehand, weknow exactly what to do—and
not do — but on the other hand, we seldom do what we know isright. For
example, wedon’'t alwaysdevel op solid businesscasesfor largetechnol ogy
investments. Nor dowemeasurethevariationinour computing and commu-
nicationstechnol ogy environmentsinorder to standardizeasmuch gear aswe
can. Nor do weinsist upon project management best practices. Our total-
cost-of -ownership (TCO) dataisoftenincompleteand wetilt withwindmills
ontheimportanceof return-on-investment (ROI) cal cul ations, not tomention
al theflavorsof ROI and TCO methodswelike. Wedon' t requireour vendors
tosharerisk and our partner management skillsarefar fromadequate. Why
am | whining? Remember that the probability of asuccessful technology
projectissomewherearound 25%.

Y oustill think you can manage?

How Much Do You Know?

Let’sstart with the basics. How much do you know about your business
technology? Why isit soimportant to know what you have, how yougetit, what
youdoand how youkeepitall going? Y earsago someone asked mewhere
wedisposed of themachinesthat weupgraded out of existence. | did not know
theanswer, sol beganaskingaround. Turnsout that weactually “ stored” some
of the obsol ete machinesinthedrop ceilingsof our offices. Intrigued, | then
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asked about the existinginventory of stuff: “somewherebetween 2,000 and
3,000 servers, somewherebetween 5,000— 7,000 | aptopsand around 40,000
—45,000 desktops—but wedon’ t know wherethey all are.” Andthisdidn’t
includethemachinesintheceiling.

Thentheconversationturnedto processeslikesoftwaredevel opment, business
scenario planning and sourcing, andtheanswerswereall over theplaceagain.
Obvioudy therewaslittleor nomeasurementintheorganization, andtheculture
—for whatever reasons—did not support the continuous measurement of hard
and soft businesstechnol ogy assets. Infairness, human resourcesdid know
how many peopleworkedfor thecompany —but that, | assumed, wasbecause
they alwayshad | otsof timeontheir hands.

Theareaof measurement i sfascinating becauseeveryonethinksthey measure
lotsof thingsand almost no onedoes. Wethink weknow what wehave, who
works for us, their skill sets, the applications they use, how happy our
customersareandtherateat whichwe' regrowing. Butwedon'’t. Infact, most
organizationshavebarely inventoriedtheir assets, their businessprocessesor
the business and technol ogy outcomesthat should matter the most. Inbull
marketswhen customersand capital areplentiful, hardly anyonegivesadamn
about measurement, but in bear marketseveryonewantstoknow everything
(especially whereto cut expenses). Obviously, measurement isessential to
management regardl essof thecapital markets.

Hereare 25 questions. Seehow many you can answer:

=

How many PCs/PDA s/serversdoesyour organizationown?

How many PCs/PDA s/servershasyour organi zation purchased over the
past 24 months?

Wherearethe PCs/PDA s/servers?

How many applicationsdo you support?

How well dothey perform?

How many platformsarethey running on?

How many architecturesdothey represent?

How many networksareinyour organization?

Who ownsthevoiceand datacontractsyou’ rerecently signed?

10. Howmany IT professionals—including full- and part-timeconsul tants—
work for you?

N
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11. Whataretheir skill sets?

12. What aretheknowledgeand technol ogy gapsthat threaten your produc-
tivity most?

13. Whoareyour strategic partners?

14. How andwhy arethey contributing toyour tactical and strategic goals?
15. What areyour core processes?

16. Doyouroutinely dorisk management?

17. Doyouhaveastandard systemsanalysisanddesignlifecycle?
18. Doyou havestandard acquisition contracts?

19. How many procurementshaveyoubidinthelast 24 months?
20. Whatisyour systemsservicesquality of service?

21. Doyouhaveservicelevel agreementsinplace?

22. Whoownsthem?

23. Who'’ saccountablefor what’ sinyour serviceorganization?
24. DoyouhaveROI data?

25. Do you know the total cost of ownership (TCO) of your desktops,
laptops, PDAS, applicationsand networks?

How Many Could You Answer?

If youcan’tanswer thesekindsof questions, you haveameasurement problem.
(A goodscoreis15. You'retoastif your scorewas 10 or below, and golden
if youwere 20 or above!)

Asalways, theanswersmust havebusinesspurpose. Thereasonwhy it’ suseful
to know how many PCswere purchased | ast year istotrack trends—and the
trendsprovideinsightintorel ationshipsamong professional s, productivity and
costs. Collectinglotsof datafor noparticular reasonissilly. Measurement data
isuseful only if it’ sleveraged onto convergencedecision-making.

Thisconversationwill dotwothings. First, itwill identify —intrue® book of lists’
fashion—what themeasurement issuesare, and secondly, it will offer some“if/
then” rulesforinferringthesi gnificanceof themeasurement data. Hopefully, the
information provided herewill jJumpstart your measurement effortsand address
someof thepolitical challengesyou'’ Il inevitably face.
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Thepreviousconversationfocused on specific businesstechnol ogy areas(such
asapplications, communicationsand organi zational structure). Measurement
isessential toall of them, sinceit’ simpossibleto modernizeyour applications
portfoliowithout knowingwhat’ sintheexistingone, or todetermineif youhave
enough communi cationsbandwidthif you don’ t know how muchisenough, or
define and enforce standards if you' re unsure about the variation in your
environment. Measurementiskey, but theeffort to measureshouldnot exceed
itsbenefit. This*heads-up” istothosewho may have heard that measurement
canonly beaccomplishedfromthecockpit of aGulfstreamV or thefront seat
of an S-ClassMercedes. Piper Cubsand Cheviescan al so get thejob done.

Hereare somepiecesof themeasurement challenge.

Firgt, theultimatemetricsarebusi ness, not technol ogy metrics, thoughthelatter
shouldbederivedfromtheformer. Thismeansthat technology metrics—like
thecost per MIPS(millionsof instructionsper second) isonly meaningful with
referenceto throughput and cost-benefit requirements. Similarly, knowing
how often you upgrade desktop or |aptop PCsonly mattersif you’ resignifi-
cantly out of line with your industry’s best practices and/or you cannot
determinewhy you’ reupgrading machinesat all. Whiletheremay somevery
good reasonswhy you’ reupgrading at amuch faster ratethan your competi-
tors, youreally need to know what they are beforeyou continue spending.

Figure31canhelpwithacurrent baselineassessment and withtheprioritization
of measurement requirements.

Figure 31. A measurement requirements and planning matrix

* Hardware * People
- Software + Relationships
Assefs + Communications * Partnerships
- Applications ... * Brands ...
- Applications Integration * Recruitment
Processes * Support Services * Retention

* Requirements Modeling * CRM
+ Project & Risk Management ... © Innovation ...

+ ROI & TCO - Sales
Outcomes + EAI Efficiencies * Profitability
- Supply Chains Efficiencies - CRM/eCRM
* HR Efficiencies ... + Total Business Value
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Let’ sstart withassetsandlet’ sdefinethemvery broadly. Aswiththeother two
measurement areas — processes and outcomes —we' [l focus on relatively
“hard” and* soft” metrics. Here' sthelist of hard assetsyou should measure
(most—thoughnot all —will apply toyou).

If you'rein alarge organization —especially apublicly owned one—your
auditorsmay beabletohelpyougather thisinformation. If they don’t haveit
and haven’taskedyoufor it—yet—then braceyourself, becausethejudgment
day isapproachingwhenthey’ [l expect youto haveall of thenumbers.

“Hard” Assets

#/1_ocation/Assignment/Ageof Desktop Personal Computers

#/L ocation/Assignment/Ageof L aptop/Notebook Computers

#/L ocation/Assignment/Ageof Personal Digital Assistant (PDA) Devices
#/Location/Assignment/Ageof Servers

#/Assignment of Local AreaNetworksUnder Y our Control
#/Assignment of Wide AreaNetworksUnder Y our Control
#/Assignment of Virtual Private NetworksUnder Y our Control

Descriptionof Network TopologiesinY our Organization& Under Y our
Control

#/1_ocation/Assignment/Ageof Mid-RangeComputers
#/Location/Assignment/Ageof Mainframe Computers
#/Location/Assignment/Ageof StorageDevices

#/L ocation/Assignment of Desktop/L aptop/PDA Applications& Li-
censes

#/L ocation/Assignment of Utility Applications(SuchasChangeManage-
ment, Configuration Management, RequirementsM anagement, Mainte-
nance, Testingand Related A pplicationsAcrossAll of Y our Computing
Environments)

TheOrigina Equipment Manufacturer (OEM) Brandsof Y our Hardware
Suppliers; the PercentagesAcrossVendors

TheDistribution of SoftwareVendorsinY our Software Asset/License
Pool

The#/L ocation/Ownership/Ageof Applicationsby Platform: Mainframe,
Mini-Computer, Client-Server, Desktop
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The#/L ocation/Ownership/Ageof Applicationsby Architecture: Single-
Tier, Two-Tier, Three-Tier, Multi-Tier,N-Tier

“Soft” Assets

#of PeopleinY our Organization
Their Educational Backgrounds& Professional Experiences
Their Current Applicable Skill Sets

TheMapping of ThoseSkill SetsOnto 'Y our Requirements; Skill Set Gap
Anayses

TheSalaries& Bonuses(and Other Partsof Compensation Packages) of
Y our Professional sand Support Staffs

Thelntra-Corporate Rel ationshipsand Partnerships
Y our External Alliancesand Partnerships

Y our Brand(s)

Y our Goodwill

Y our Professional Reputation

M easurement ispointlesswithout purpose. Herearesomeof the high-level
rulesof thumb that extend from asset measurement data. Whilethelist below
isby nomeansexhaustive, it’ srepresentativeof thekindsof decisionsyou can
makefrommeasurement data:

DataAbout the Ageand Configuration of Y our Desktops Should Inform
Y our Desktop Upgrading Strategy. Over Time, Y ou Will Learn about
Optimal Holding Periodsfor PCs(and Other Devices) that Will Permit
Y outo Only UpgradeWhen Necessary (and Thereby Avoidthe Costly
Churningfrom PCto PCfor No Empirical Reason).

Rule: If Your Needfor Newer Versionsof Primary Desktop Applica-
tionsandthePlatformsThey RunOnisMinimal or Manageable, Then
Institute a 36-48 Month “Holding Period” for Desktops, Laptops &
PDAs.
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»  DataAbouttheNumber, Age, Architectureand Platform Baseof Y our
ApplicationsWill Providelnsightintothe Support Necessary to K eep
ThemGoing. If Y ouDiscover aL ot of Different Architectures, L otsof
Different Platformsand asMany Old A pplicationsasNewer Ones, Then
You’'re Probably Paying Too Much for Support. The Data Would
Suggest the Cost-Effectivenessof Reducing thePlatform/Architecture
VariationinY our ApplicationsPortfolio.

Rule: If Your Applications Platforms and Architectures are Highly
Varied, And Y our Goal isto Reduce Support Costs, Then Reducethe
VariationinY our Computing and CommunicationsEnvironment.

*  TheRatesof Adoptionof New Computing DevicesWill Tell YouaL ot
About WhereY our BusinessProcessesareGoing. For Example, If You
Findthat Y ou’ reAdopting L aptopsand PDAsat aM uch Faster Ratethan
Desktop PCs, thenY ou’ re Probably Moving TowardaMoreDistributed
Workforceand Customer/Supplier Network that Will StressY our Re-
moteAccess, Security and DataStorage Capabilities.

Rule: 1f the Rate of Laptop Adoption Outstrips Desktop PC Deploy-
ment by 1.5:1 Then Check Y our Remote A ccessand Security Services
Capabilitiesand Preparefor Additional InvestmentsinDistributed Re-
mote A ccess, Security and On-Going Support.

These“rules’ suggest how to convert dry, dead datainto seriouscost-savings
and efficiencies. Theconversioniskey tothesuccessof your measurement
strategy. Insight into your hard and soft assets can lead to all sorts of
discoveries, such ashuge gapsbetween what youneedtodo (likeintegrate
applications) and your existing skill sets(you haveno applicationsintegrators).
Y oumight findthat your brand and external imageareinconsistent with your
new business models and process, or that your partners (suppliers and
distributors) are confused about whereyour businessmodel endsandtheirs
begins. All sortsof great and horriblenewsabout your assetsisjust waitingto
bediscovered.

Processesrepresent aspecial kind of measurement challenge, sincethey’ reso
often extremely soft and often ambiguous. The processes you should be
concerned about include—at aminimum-—thefollowing:
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“Hard” Processes

*  Your SystemsAnalysisand Design Processes(Y our LifeCycleMethod-
ology)

*  RequirementsManagement Processes

*  RiskManagement Processes

*  Project Management Processes

*  ProcessAdoption/Sustainment Rates

»  ServiceLevel Agreements(SLAS) and SuccessRates
e Hardwareand SoftwareAcquisition Processes

e HardwareDisposition Process

*  Asset Management Process

*  Network and Systems M anagement Processes

*  Vendor Management Processes

*  Vendor Selectionand Management Process
 HelpDesk Processes

*  Security AuthenticationProcesses

*  Security Authorization Processes

*  Security Administration Processes

*  Disaster Recovery and BusinessResumption Processes
e DataBase Administration Processes

*  KnowledgeManagement Processes

e  StandardsSetting Processes

»  StandardsGovernanceProcess

e BusinessTechnology Audit Processes

“Soft” Processes
. Y our Human Recruitment Process

*  HowEffectiveHaslt Been (M easured by #of Recruits& the%that Have
Stayed Over Time)?

* Your EmployeePerformanceReview Process
*  YourJobs/OpportunitiesDescription/Classification/Posting Processes
* YourBenefitsAdministration Processes

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



152 Andriole

e What aretheProcessesthat “ Touch” Y our Customers?
*  HowEffectiveHaveThey Been(Measured by Customer ServiceData)?

What ProcessesHaveY ou Il mplementedto Stay Technologically Cur-
rent? IsThereanInternal R& D/Innovation Process? How Many Internal
ProposalsHaveY ou Received? How Many Have Been Funded? How
Many Have Been Successful ?

Where' syourindustry? Let’ sspeculatethat your industry may becrazy, so
benchmarking its performance may not make perfect sense. But givenit’'s
whereyouwork, it’ sstill good datato have. Givenhow vertical industriesare
converging, italsomakessensetolook at vertical industriesclosetoyour own
for insight into assets, processes and outcomes trends and best practices.
Investmentshereareworththemoney.

Sowhat’ sthedeal here? Well, you needto know whereyou are, whereyour
competitorsareand whereyour industry’ sgoinginorder tomakeinformed
decisionsabout businesstechnology. | don’tthink youneed afull orchestra
here. A quartet that you can count ontodeliver really good musicwill suffice.
Why nofanfare? Becausel’ mstill recoveringfromTQM.

Variation’s Your Enemy

Theareaof standardizationisbathed inemotion. Nearly everyoneinyour
organi zation hasan opi nion about what the company should do about operating
systems, applications, hardware, software acquisition, services and even
systemdevelopment lifecycles. Everyone. Eventhepeoplewhohavenothing
todowith maintai ning your computing and communi cationsenvironment will
have strong opinionsabout when everyone should movetothenext version of
Microsoft Windowsand Office. Infact, discussionsabout standardsoftentake
on epic proportionswith otherwise sane professional sthreateningtofall on
their swordsif the organization doesn’t moveto the newest version of their
favoriteapplication.

It’slikely you' veheardreferencestoreturnoninvestment (ROI) and thetotal
cost of ownership (TCO) every timethesubject of standardscomesup (we'll
talk moreabout TCOand ROl | ater). Just sothere’ snomisunderstanding here,
thereisnoquestionthat environmentswithless-rather-than-morevariationwill
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savemoney andincreaseefficiency. Or put another way, you haveachoice
here: you can besaneorinsane.

What doesbusinesstechnol ogy management requirehere? Standardsarea
second-order businessdriver. Most businessesdon’ t associate standards-
setting with business models, processes, profits or losses. Whether the
environment hasone, fiveor 20 word-processing systemshasseldom been
associated with businessperformance. It’ shard tolink homogeneity with sales.
But thefact remainsthat expensesareclearly related to sal es, and standards
areclosely related to expenses.

What el sedoesbusinesstechnol ogy management require? Flexibility —and
hereliestheonly real argument against standards. If your environment doesn’t
support the businesscomputing or communications processesthebusiness
feelsit needsto compete, therewill beloud complaints. Businessmanagers
want to compute and communicate competitively. Standards are often
perceived asobstacles, not enablers.

Try out these standardsquestions:

*  Howvariedisyour current environment? How doyou know?

* Doyouknow what it’ scosting youto support ahighly varied environ-
ment?

*  Whatisyour organization’ stolerancefor governanceof any kind? For
standardsgovernance?

*  Who'sinchargeof standardsinyour organization? Who’ snot?

* Isthereabusiness buy-into the concept of standards and to the cost-
effectivenessof standards?

»  Hasyour organizationbeenauditedfor itscomplianceto standards? The
result?

*  Doyouhavestandard desktops, laptopsand PDAS?
*  Doyouhaveastandard communicationsarchitecture?
*  Doyouhaveastandard applicationsarchitecture?

*  Doyouhavestandard hardwareand softwareacquisition practices? Do
youprocurecentrally?

* Doyou have standard design, devel opment and project management
standards?
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Theanswersyou givetothesekindsof questionswill reveal alot about your
philosophy about standards, standardsresponsibility, authority and account-
ability —and whether or not your chancesof standardizationarehigh, low or
miserable.

If we' velearned anything over thepast few decades, it’ sthat standardsareas
much about organi zational structures, processesand culturesasthey areabout
technology. Theability toactually control computing and communications
environmentsthrough thoughtful governancepoliciesand procedureswill
determineto agreat extent how standardized organi zationsbecome. We've
alsolearnedthat themoreyou succeed, thelessyou pay. And, yes, there’ sthe
wimpfactor. Lotsof companiessay that havestandardsand tough governance
policiesbutthey really don’t. Walk around your company. Doyou seethree
or four different desktop PC manufacturers? Doyou support IBM, Oracle,
Sybaseand Microsoft databases?

Asaways, everything needsto syncwithyour collaborativebusinessstrategy.
Key hereisgovernance and the processesthat make standards management
effective. Without serioussupport for astandardized environment, you're
toast. Clearly, lessvariationinyour platforms, applications, architectures,
acquisitionand disposition practices, andlifecycleswill reduceyour costs.
Andasaways, you needtofocusonwhat theenvironment shouldlook likein
thenexttwotothreeyears.

Thefollowingfigurewill helpyouimplement astandardsstrategy. Itofferscells
inamatrix that you canusetoidentify, defineand prioritizerequirements(or
spend sometimeinif youchooseto beinsane).

Notethedistinction between theenterpriseand thebusinessdivisionor units.
Thisisakiller distinctionsinceit determinesultimately whether you succeed or
fall. If you reinastrong centralized organizationthenyour chancesfor success
aremuch, muchhigher thanif you' reinadecentralized organi zationwithaweak
enterprisegroup responsi blefor infrastructure. Put another way, ityou’ reinan
organizationthat hasacentral CIOwhosejobisreally a*“ Chief Infrastructure
Officer” andwhosecharter isfull of authority holesthenyou’ renot likely to
reducevariationinyour environment. Infact, you' relikely tofindyourself
suiting up for onestandards crusadeafter another.

Theorganizational structuresthat havethe greatest chancesof successare
either astrong centralized organi zation or adecentralized onethat hasunam-
biguousseparation of duties, withtheinfrastructureusually belongingtothe
central group. This later model only works when there is a buy-in to

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of ldea Group Inc. is prohibited.



The Management Conversation - It Still Needs To Make Sense 155

standardi zation and when buy-in beginsto weaken central management steps
tore-establish standardsauthority.

Theorganizational structureswediscussedin Chapter V canhelphere. The
light andtight vise-grip structuresboth place standardi zation power inthehands
of the Process Officer, who has both theresponsibility and authority to
enforcecorporate standards.

Figure32requiresyoutolook at your governance(moreonthisalittlelater)
and processes, your platforms, your primary software applications, your
architectures, your acquisition and disposition standards, aswell asyour life
cycles. Theobjectiveof theseassessmentsistoreducevariationasameans
to save money and preserve flexibility. The figure also requires you to
realistically determineyour organizational structure’ srelationshipto standards-
setting. If you' redecentralized, thenyou have someseriousgovernancework
to do. If you're centralized, then you’'ll have fewer religious wars over
standards. Thefigureasksyoutothink about theenterpriseversusthedivisions
or businessunitsand proceed accordingly.

OK, now let merant for awhileonthissubject. Let’ sstart with our attitude
toward choices. Welovelotsof choiceswhenit comestorestaurants, carsand
travel destinations. Weloveall thedifferent wayswecan havecoffee. Welove
choices. We' reconditioned frombirthtolovechoices. Wealsolikechange.
If wedo something over and over again, weget bored. Changeisour friend:
| mean, let’ snot gotherefor lunchagain!

Figure 32. A standards requirements and planning matrix

Enterprise Division/LOB

Governance
& Processes

Platforms
Applications
Architectures

Acquisition
& Disposition

Processes
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Therearelotsof technology vendorsout there. Probably 20 companiesyou
can buy PCs from — not to mention all the white box manufacturers or
distributorsof thesamestuff. Someof thesemachinesarereally cool —thin,
aesthetically pleasing, evenartful. Somearereal fast, and somehavereal big,
flat, bright screens. Someare*rugged,” andsomearereally lightweight. See
where I’m going with this? The sameis true of software, networks and
databases. They’reall asdifferent asthey arethe same.

Everyone also has opinions. If you bought a Mercedes, then you like
M ercedes-Benz automobilesand youwant everyonetoknow t. If youbought
aSony Vaio PCyouwant everyoneto admirethewisdom of your excellent
decision. A CEO ishired away from acompetitor that was committed to
Oracledatabasesand enterpriseapplications. Infact, thedecisiontomigrate
to Oracle was driven in the old company by the new boss. But the new
company isan IBM database shop running SAP’ senterprise applications.
When the new CEO arrives everyone hears about how the old company
dumpedtheir IBM/SAPapplicationsand systematically movedto Oracle—and
of coursehow wonderful itall turned out. Herewego again.

Sorry tosounddictatorial about variation, but not only shouldyoureduce—or
if possibleeliminate—variation, but you should al so stay asmainstream as
possible. Thisisanargument for big, powerful, sometimesarrogant single-
sourcestandardization, and agai nst best-of -breed, mix-and-match technology
acquisition strategies. Sorry, littlevendors. But remember that thefield’'s
prototyping phaseisover. It’ snow timeto get seriousabout your business
technol ogy andtoreducedistractionsthat comefromhigh hardware, software
and communicationsvariation. Non-standardizationisjust plainstupid. The
morenon-standard you are, themoremoney you’ releaving onthetable (and
takingfromyour bottomline). Remember al sothat somevariationisinevitable.
It’ simpossibleto find just one or two vendors that will satisfy all of your
technol ogy requirements, but try like hell to keep thenumber aslow asyou
possibly can.

Oneof thequestionsyou’ || haveto answer concernsopen versusproprietary
software, and whether or not to make open source software standard in your
company. There’ sagrassroots movement to make certain infrastructure
software—likeoperating systems—*“free.” Nodoubt you’ veheard about the
Linux operating system. It’ scheaper than Windowsor Unix, comeswithlots
of freedevel opment and management tool s, can often outperform proprietary
software with less hardware, and is actually somewhat more stable that
proprietary software because of the speed withwhich problemsaredetected
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andfixed by theonline, open sourcearmy of devel opers. Someopen source
softwareissupported by largevendors, likeIBM, HPand Oracle, aswell as
smaller vendorswithinteresting nameslike Red Hat and SUSE (now part of
Novell).

But open source softwareisfar from perfect—and ultimately, at leastinmy
mind, netsnegative. Here' swhy. There' saton of popular softwarethat won’t
runonmuch of theopen sourcestuff, not theleast of whichisMicrosoft Office.
L otsof theopen sourcestuff isvery geeky. Y ou need abunch of extremely
technical peopletomakeitwork well, sotechnical infact that you canbesure
that they won' t corrupt applicationsor databasesthrough unrestricted access
tosourcecode. Therearealsointellectual property issueswhen proprietary
softwareismixed with open softwareand distributed to other users: compli-
cated lawsand regul ationsdictatewhether or not the software staysopenand
whether your proprietary softwarestaysproprietary.

Look, youcantilt at windmills, try torunyour company without any Microsoft
software, and rely compl etely on open and freestuff, or youcanget real and
learn how to optimizethehardware, softwareandinteroperability of asfew
vendorsasyou can.

Thisalsoappliestotechnology standardslike XML, 802.11a/b/gand CFAR,
standardsthat support integration, communicationand supply chain manage-
ment, among other emerging dominant standards. Hereagainyou should stay
mainstream. Watchthemajor vendorsto determinewhichway the standards
windsareblowing. Don’t bebleeding or leading edgehere: there’ snoreason
to gamble, no reason to make expensive bets on wannabe technol ogy stan-
dards. Youhavenoreasonintheworldto speculate. Of courseif you'rein
the standardsbusinessthen—asCaptain JamesT. Kirk usedtosay —“riskis
(y)ourbusiness.” (Yes, | knowthatthe“T” standsfor Tiberious.)

Web Servicestechnology standards, for example, are emerging but more
dowly thansomewouldlike. Assuggestedin Chapter IV, track themcarefully.
There’seven agroup — The Web Services I nteroperability Organization —
dedi cated to advancing common standards (Www.ws-i.org).

Thebottomline?

*  Reducethevariationinyour technology environment asmuch asyou
possibly can.

*  Watchthebigplayersfor the®right” technology standards.
e Staywithmainstreamhardware, softwareand communicationsproviders.
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*  Vicioudly quell any standardsrevol utionsthat break out and publicly
hangtheleaders.

»  Sitback, save money and reap therewards.

Can We Really Do This?

Areyououtsourcing yet? If you'renot, thenyou’reintheminority. Most
everyoneoutsourcessome part of their businesstechnology operationfor all
sortsof good—and occasionally very bad—reasons. There' sareasonwhy the
technology servicesindustry isclipping along at over $1B per day intheU.S.
alone. Moreand morecompanieshavediscovered thebenefitsof outsourcing
compared to the recruitment and maintenance of large internal business
technology staffs. Intheearly years, weall thought outsourcing was about
saving money, but then wediscoveredthetruth: outsourcingisnot only about
saving money, it’ sabout re-routing money fromnon-coreto coreactivities.

Acquisitionstrategy is—whenall’ ssaid and done—about whether or not you
should build and maintainalargeinternal technology staff. All of thebooks,
articlesand seminarsabout corecompetenciesare —inthefinal analysis—about
shedding processes. Thecorecompetenciesdrill iscritically important to
acquisitioneffectiveness. Asyour collaborativebusinessevolves, youneedto
ask tough questionsabout mai ntai ning thein-houseactivitiesyou’ vesupported
for all theseyears. Remember that the assessment isnot just about cost.

You get theidea. The key questions have to do with defining your core
collaborativebusiness purpose and then matching all of theactivitiestoin-
houseversusoutsourced alternatives. Onceyou’ vedetermined what makes
sense, it’s possible to step back and assess the kinds of technologies,
processesand servicesthat might beoutsourced. Butjustincaseyouthink that
all roadsleadto outsourcing, makesurethat you objectively assesstheimpact
outsourcingwill haveon specificcollaborative businessmodel sand processes.
It may bethat certainactivitiesshould stay well in-house. Figure33 presents
therangeof servicesyou either doin-houseor might outsource. Whichones
doyou doin-house and which onesdo you outsource? Why?

Thediscussion hereisabout structureand form, not about whether outsourcing
will play someroleinyour businesstechnol ogy acquisition strategy .
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Figure 33. Outsourcing candidates

Collaborative Business Modeling

* Development of New Collaborative Business Models & Processes
* Integration of New Collaborative Models into Existing Busines Models
* Competitive Analyses

Applica- .
sys*ems C/S, Internet, Intranet. ﬁgﬁs'ca Support L secur.“-y

Extranet Development

4 & Integration Hosting Services

Design Services

Integration, Interoperability & Connectivity

* Ability to Integrate Collaborative Models with Existing Apptiations & Data Bases
* Ability to Define & Implement Connectivity to Employees, Cusimers, Suppliers, Partners
* Ability to Implement Enabling Technologies: Messaging, Workfbw, Groupware ...

Project & Program Management

* Ability to Satisfy Business Technology Staffing Requirements
* Ability to Manage Projects & Programs

Metrics

Y ou haveanumber of outsourcing options:

159

e Combineoutsidevendorswithyour own. Sometimescalledin-sourcing
or co-sourcing, thismodel canbevery effectiveif structured and managed

properly.

e Completely outsourcesegmentsof your technol ogy mission, such asdata
center or call center management, but keep othersin-house. Thisoption
canalsobeeffective, especially whenthereareclearly defined areasthat
youdowell andthosethey you do poorly —and whenthere’ snoambiguity

about what’ scoreand what’ snot.

*  Completely outsource everything to vendors who come on-site and
manageyour businesstechnol ogy resources(including machines, net-

works, and people).

*  Completely outsourceeverythingtovendorswho*rent” hardwareand

softwareback toyou.

Of coursetherearevariationsonall of these, but thesefour identify theprimary

outsourcing model syoumight consider.

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written

permission of Idea Group Inc. is prohibited.



160 Andriole
All of thesevariationsrequirethat you:

»  Systematicalyidentify requirements

»  Comparecurrent (so-called baseline) costswithwhat outsourcershbid

*  Negotiatewiththevendorson priceand services

»  Developclear and unambiguousservicelevel agreements

*  Makesurethat managementisinplacetomonitor theresultsof thework

It’ sstrongly suggested that you seek outsidehel pto devel op your outsourcing
strategy. | realizethat thismay sound absurd: therecommendationisthat you
outsource the work necessary to outsource the work, but the fact is that
outsourcing iscomplicated and thereare now consulting organi zationsthat
specializeinthiskind of work. Theseconsultantshave experiencewriting
requestsfor proposals(RFPs), screening the proposal sand thebids, negoti-
ating contracts, and then managing at | east theinitial implementati on phases—
but they should havenolong-termvestedinterestsintherecommendationsthey
make. (Y eah, | realizethat thisshould beobvious, but | just hadtosay itagain.)

Thereareal so somerulesof thumbyou might want to consider:

*  Aboveall else, your outsourcing processshould bedriven by theresults
of your corecompetency assessment and you skillsgap analysis. If you
findthat youreally don’t needtobeinthedatamigration businessand that
you havenodatamigrationtalent inyour shop, but that datamigrationis
animportant (though non-core) component of what you needto do, then
obviously you needto outsourcedatamigration (probably aspart of some
largeapplicationsmoderni zation process).

*  Makesureyouknow what you’ redoing. Whileevolutionary experimen-
tation is often a good way to learn about some new process (like
outsourcing) it may not beprudent. Breaking off piecesof your internal
I T shoptogivetooutsourcerstotry them out may make abstract sense
but in practicemay bedoomedtofailure. Why? Becauseyou’relikely
tooutsourcethepiecesthat arethemost politically correct whileavoiding
thereally hard decisionsabout what’ scoreand what’ snot.

*  Becareful withoutsourcingdeal sintendedtotransfer knowledgefromthe
outsourcer toin-houseprofessionals. Welearnedinthelate 1980sand
early 1990s that knowledge transfer-based outsourcing deals were
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difficulttomakework. Why? Becausetheoutsourcer had noincentive
totransfer knowledgeandthein-houseprofessional sresented the“train-
ing” forced downtheir throats.

* Ifyouwanttotry outsourcingonfor size, then partitionabig pieceof your
infrastructure—likeyour datacenters—and outsourcethem—compl etely.
Developsomeclear servicelevel agreementsand thenmonitor thehell out
of theperformanceto seeif: (a) theoutsourcer candoit morecheaply and
(b) better. Theimplied suggestion hereistooutsourcewhat you already
know how to do and fully understand, not what you don’ t understand.
Andremember that just becauseyou understand how to, for example, run
adatacenter, it doesn’t meanthat it’ scoreto your business.

* Readllythinklongand hard about using professional sto architect your
outsourcingdeals. If you' reamedium-sized organi zation or onethat has
had someextraordinary technology infrastructureor applicationsprob-
lemsover theyears, you might want totakeal ook at using an applications
serviceprovider (ASP) whowill “rent” applicationsto your users(who
can accessthe applicationsover thelnternet or through a[ much more
expensive] virtual privatenetwork). Thiskindof outsourcingisrelatively
new but already themajor systemsintegratorshavebegunto partner with
enterprisesoftwarevendorslike SAPto provideaccessto major appli-
cations. It’ ssomethingto consider, especially given how toughitisto
implement enterpriseapplications.

*  Theageof non-shared contractingisover. Every outsourcingdeal you
signshouldhavesomesharedrisk builtintoit. If theoutsourcerisunwilling
to put any skininthegamethenthere may beaproblemwiththewhole
deal. A confident outsourcer should welcometheopportunity tojointly
devel op some performance metricsand then hit themetricsto get paid.
Thesedealscantakeall kindsof forms. For example, expensescan get
paid but apercent of profit may gointo anescrow account to bepaid as
milestonesand metricsareachieved. Regardlessof theform, theprinciple
isto sharethebest and worst aspectsof outsourcing by aligningall of the
incentives.

»  Strongly consider owning requirements, specificationsand designs, but
notimplementationor support. Thisruleof thumbisnotinviolatebutwill
serveyouwell. Inasense, owningrequirements, specification& designs
keepsyouin control of the businesstechnology convergence process
whilefreeingyoufrom (probably) non-coreimplementation and support
tasks.
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*  Makesurethat metricsarein placelongbeforeyou signany outsourcing
deals.

*  Donotsignany long-term outsourcing deal sunlessthedeal shavehuge
sharedrisk features.

It’ scritical that all of theanal yses, assessments, requirements, baselinecosts,
new costs, sharedrisk assumptions—and especially performancemetrics—get
quantified.

Depending onwhat you’ vechosento outsource, you should devel op aset of
metricsthat will permityoutofirst comparewhat you’ vegot now towhat was
thecasebeforeoutsourcingandif theoutsourcer’ sperformanceisupto snuff.
There should also be metrics to determine if in-house professionals are
performing adequately, shouldyou decidenot to outsource.

Themetricsshouldberolledintoformal servicelevel agreements(SLAS) that
should formthebasisfor the outsourcing contractsyousign. Again, SLAS
should beusedtotrack in-houseor outsourced performance.

The SLAs should also anchor your shared risk arrangements. So long as
performance metrics have been quantified, the shared risk deals can be
assessed. If youhaven' t quantified expectationsthenyou’ || haveproblemswith
your provider.

All of thisneedsto bemonitored closely becausedramatic changeisinevitable.
As suggested above, one that should be especially tracked is the new
movement toward applicationshosting by third-party vendors. Other trends
suchassharedrisk, premiumpricing, andrel ated incentivestructuresal so bear
closescrutiny.

Businessprocessoutsourcing (BPO) isconsi stent with busi nesstechnol ogy
convergence. We' vebeental king heremostly about technol ogy outsourcing
but the same core competency arguments apply to business processes and
businessprocessoutsourcing. BPOisgaining steam. Companiesarehanding
over payroll, humanresources, training, accountspayableand administration
tooutsourcerswilling to perform such activitiesoften under uniquecontracts
that involvestock and other compensation.

Therearesomespecial areasof opportunity and concernthat we shouldtalk
about:
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»  Off-ShoreOutsourcing and Recruitment
*  Security SolutionsOutsourcing

»  Technology Utilities

e Timng

Off-shoreoutsour cingisgetting popul ar again. Someyearsago weexperi-
mented with sending coding assignmentsto I ndiawithlimited success. Today,
thesameopportunitiesand riskssurround offshore outsourcing. Sowhat do
youdo? Theappeal of courseiscost savingsand, increasingly, disciplineinthe
form of el egant softwaredocumentationandimprovedreliability —inthecase
of software devel opment —and efficient processes and excellent customer
interaction-inthecaseof call and customer support centers. Companieshave
outsourced technology and business processes to a variety of companies
outsideof theUnited Statesin order to savemoney andimprovequality. Does
itwork?

Sometimesitworksgreat. Whenthetasksarewell-defined and highly doable
—andwhenyou know alot about thetasks—it canwork well. But whenyou
outsourceaproblemyou cannot solveit’ slikely to stay unsolved. Here' sthe
ugly truth about outsourcing: never, ever outsource something you don’t
thoroughly understand. If you build bad software systems, you’ || probably
execute abad software devel opment outsourcing deal. If your back office
processesreally suck, you'reunlikely tofind someonewho candoit faster,
better, cheaper —unlessyou hirean outsourcing experttowritetherequest for
proposal and servicelevel agreements. Whentheoutsourcing deal iswitha
company thousandsof milesaway it better bewell-conceived and well-oiled.
Bottom line? Outsourcein outer Mongoliaonly when you understand the
processesand objectives, haveamutually beneficial but explicit servicelevel
agreement, and metricsthat enableyoutotrack performanceat | east quarterly
—if notmonthly.

Security solutionsoutsourcing hassomeuniquecharacteristics. Largeenter-
priseshave been hammered by auditorswholoveto prepareletterschastising
their lack of internal and external security. Smaller organizationsarescaredto
death of virusesandworms, whilethesurviving dot.comsarepainfully aware
of their need to makesurethat | nternet-based transaction processingissecure.
Asonlinebusiness-to-business(B2B) and business-to-consumer (B2C) trans-
actions increase, organizations will have no choice but to deploy digital
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signature, publickey infrastructure (PK 1) and perhapseven biometric authen-
ticationtechnologies. Thisstuff isgettingvery complicatedvery fast.

Sohow shouldyoumigratefromwhereyou aretoday towhereyou’ |l inevitably
needtogo? Why shouldyou migrateat all?

Look at all of the pieces to the security puzzle and how deployment is
dependent upon theintegration and interoperability of aton of technologies,
productsand services. Someof thesetechnol ogies, productsand servicesyour
in-housesecurity peoplecan handle, but somearewell beyondtheir capabili-
ties. Who owns security technology/products/servicesintegration? Who
makessurethat all thetechnol ogies, productsand servicesinteroperate? Key
hereisthe development of acomprehensive security policy that definesa
security architecturethat describeshow authentication, authorization, admin-
istrationandrecovery will occur insideand outside of thecorporatefirewall.
Butwho should ownthepiecesof what should becomeyour security solution?

Regardless of how many disparate security pieces you have today, you
probably havetoo many. If you havemorethan oneredundant or overlapping
security servicelevel agreement you havetoomany. Andif you' vedistributed
security accountability acrossyour organization, you’ resecurity effortsare
diffuseat best —and dangerousat worst.

Since just about every business on the planet will have to integrate their
traditional businessmodel swith model sthat exploit I nternet-driven collabora-
tion, bulletproof security will becomeatransaction prerequisite. Sincejust
about every businesshasunder-spent on security, additional resourceswill
haveto befoundto solvetheinevitable problemsthat distributed business
modelswill create. All of theauthentication, authorization, administrationand
recovery problemswill haveto be solved by stitching together avariety of
technol ogieswrappedin productsand services. What will thesetechnol ogies
be? What productswill youuse? How will you support them? Caninternal
staffscopewiththechanges?

Someadvice. Unlessyou’ reasecurity productsor consulting company, get out
of thesecurity (and privacy) business. It’ stimeto consider outsourcing security
tovendorswho canprovidereliable, integrated, interoperablesolutions. But
thisadvicedoesnot extend to the specification of security requirementsor the
development of security policies. It’ salwaysprudent toownrequirementsand
specifications—strategy —and optimi zetheimpl ementation and support of that
strategy —tactics. In other words, it makes sensetoin-source strategy and
outsourcetactics.
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Remember that successhereisdefined only around solutions—theintegration
of technologies, productsand servicesthat work together asseamlessly and
efficiently aspossible. Y ouneedas nglepoint of accountability whoreally gets
your collaborativebusiness. Y ouneedkiller security requirementsanalysts
who canspecify security policiesand architectures, andyouneed professionals
who canmanagetheimplementation of thoserequirementsthroughthecreative
synthesisof security technol ogies, productsand services.

Y our solutionwill beahybridthat integrates someexisting technol ogiesand
processeswithanew set of technol ogies, productsand services. Thetechnol -
ogy architecture must be flexible and scalable enough to integrate new
technol ogies—IlikePKI (publickey infrastructure), smart cardsand biometrics
—andit must also bereliable, inspiring confidenceamong your employees,
customers, suppliersand partners. Inadditiontothemyriad technologies,
productsand servicesthat support authentication, authorizationand adminis-
tration, arestepsyou needtotaketo make surethat you can resumebusiness
if you' retemporarily hackedinto non-existence. Businessresumptionplanning
isyours—but recovery tool s, techni quesand servicesbel ong toyour outsourcing
partner.

It’s time to realistically assess what you can and should do to satisfy an
increasingly complicated suiteof security requirements. Unlessyou’rereally
special and very lucky, it’ stimetocall inthecavalry. Find asolid security
solutions vendor and stop worrying. The phrase “stay with your core
competencies’ didn’t semantically infiltratethebusinesslexiconbecauseitwas
pretty. It’ stherebecauseit’ smeaningful.

Technology utilities. Justthesound of thewordsevokessomeweirdimages.
Aretechnology utilitieslikegasand electric utilities? Arethey rea ? Will they
ever actually work? L otsof very smart peoplethink that withinfivetotenyears
we' ll all buy computing and communi cationstechnology fromutilities. If this
happens—and| believeit will —then everyonewill be outsourcingjust about
everything (but not strategy). Theimpact of thiswill beprofound. Y ouwill no
longer haveto deal with any aspect of technology. Doyoubelievethis? Do
you evenwant to believeit? | realizethat it’ saradical idea, but the major
technology vendorshave been chipping away at the utility ideafor about a
decade. Someof thenewer technol ogies—likegrid computing—areenabling
cornerstonesof utility-based services.

If technology utilitiesemerge, thiswhol ediscussion about the acquisition of
computing and communicationstechnology ismoot. It meansthatif you're
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arguing about what toin-source, co-sourceand outsource, you' remissingthe
point, becauseyou'’ || eventually outsourceeverything. OK, wecanargueabout
whenthiswill actually happen, butif it makesany sensetoyouat all, thenthe
outsourcing you dotoday isthewarm-up for tomorrow. What isit that they
say? Practice, practice, practice.

There’ sonemoreacquisition strategy weneedtotalk about: timing. Capital
marketsswing back andforth, sector by sector all thetime. Thebull market
of the 1990s made | ots of peoplewho sold technology very rich. Everyone
wanted more. First, wehadto get PCsand laptopsto everyone (even people
whodidn’twork for us). Thenwehadto makesureour machineskept working
after 2000. Then we had to do some e-business. Then we had to do some
customer rel ationship management (CRM), asthough we hadn’t done any
before. All of thisadded up to what wedescribewith 20/20 hindsight asthe
technology bubble. If you bought lots of technology in those days (from
companieswhosebusi nessmodel sweren’ t subsidized by privateequity dollars
shovel ed out by venturecapitalists) you overpaidfor technol ogy productsand
services. Butyoudidn’t carebecauseyouweremaking money, becausethere
was abloated premium inthe value of your productsand services. It was
beautiful: everyonewaslivinglargeonvirtual money. Butthat wasthen. Inthe
second half of 2000, thecapital technol ogy marketscollapsed, andthebusiness
technol ogy vendorsgot pummel ed by significant spending reductionswhich,
predictably, cratered the stocks of the public technology companies and
reduced theval uationsof just about every technol ogy company ontheplanet.

Sowhat doesall thishavetodowithacquisitionstrategy? Well, if youinvested
inenterprise database management, ERP or CRM applicationsinthe 1990s
through 2000, you overpaid—but if you bought these applicationsafter the
crash you could have used jokes, songs (no matter badly you sing) and
wampumfor currency. Every December indown capital marketsthere’ san
uber-sale on everything (because vendorsneedto hit their numbersfor the
year). Outsourcing deal ssigned before2000 have beenrenegotiated. Hourly
ratesfor consultantshavefallen sodramatically that somecommercial vendors
can actually beat in-houserates, though doing so coststhem |otsand | ots of
margin. A few yearsago Hewlett-Packard offered to buy PriceWaterhouse
Consulting (PWC) for $18B. IBM bought the 30,000 consultantsin 2002 for
$3.5B. Atthetimeof thesale, PWCsprojected 2002 revenuewas$4.9B (they
had revenuesof well over $5B in2001). Based ontheserough numbers, IBM
stole the company. PWC only received .75 of their expected revenue—an
incredibly low valuation, evenfor theservicessector (ironically, thesalemay
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have" saved” PWCfromavery roughInitial Public Offering[IPO] whichthey
hadfiled—andthenwithdrew when1BM acquiredthem). Why pick onPWC?
It snot PWCI’ mpickingon. |’ mcalling attention to capital market swingsand
how they can beexploited by savvy businesstechnol ogy acquisitionmanagers.
If youwanted to hire PWC —or lotsof other vendors—during thistime, you
could havenegotiated apretty good deal.

The stock market versusreal estate debate is a great example of how this
works. In2002 everyonewaspouring money intoreal estate, which of course
dramatically drovepricesup. Theequitiesmarket wassettingfive-yearandin
somecasesall timelow records. If “buy low/sell high” makessensetoyou, then
you should have been selling real estate, buying equities—and har dwar e,
softwar e and services.

Makesureyoutrack capital market trendsand how they impact the pricing of
all of your suppliersandvendors. It’ samazing how cheapyou canbuy thisstuff
whensellersarehungry.

Who Gets The Check?

How much are you spending on technology annually? How doesit break
down? Areyour hardwareexpensesrising faster thanyour softwareexpenses?
Areyour personnel costsrising faster thanyour hardwareand software costs?

Figure33convertsitall intoamatrix that can beused to determinewhereyou
are today and where you need to go. Note that the governance issue is
absolutely critical tosuccess. If governance—defined hereaswhat isto be
doneandwhoistodoit—ismishandled, thenthewholebusinesstechnol ogy
productsand servicesacquisitionandfunding processwill collapse.

Figure34 canhe pwithacurrent baselineassessment andwiththeprioriti zation
of funding requirements. Thismodel assumesthat theenterprisewill “own” the
communi cationsnetworks, datacenters, overall security, andthehardwareand
personal productivity softwarethat runsonthisinfrastructure—but not the
businessapplicationsthat definethelinesof business.

Y ou need to know whereyou spend your money and how it getsspent. Y ou
need to know what gets spent in-house and what gets spent on external
consultants.
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Figure 34. A funding requirements and planning matrix
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Here' salisttoget you started:

Infrastructure
*  Messaging Environment (E-mail, Workflow, Collaboration)
*  Network and Communication ArchitectureDesign
*  Network and SystemsManagement
* VoiceandDataServices& Support
* InfrastructureEngineering Servicesand Support
» DataCenter Hardware(Mainframes, Servers, Switches, Routers, etc.)
*  DesktopHardware
* LaptopHardware
*  Other AccessDevices(Personal Digital Assistants, Hybrids)

Applications
*  ApplicationsSoftwarePackages
»  ApplicationsDevel opment (Integrationand Deployment)
*  ApplicationsSupport
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*  ApplicationsArchitectureDesign
*  ApplicationsArchitecture Servicesand Support
*  ModernizationandMigration

Overhead
»  Staff (HumanResources, Benefits, etc.)
e Traning Servicesand Support
*  Genera Support (AdministrativeAssistants, etc.)

Y ou alsoneedtoknow who* owns” each category and where* collaborative’
funding decision-making occurs, should occur and shoul d not occur, givenyour
organizational structure (another good time to think about organizational
structures). Whilethislistishelpful, it’ sonly thestart. Table 1 suggeststhat you
need to know how much spending occursand who ownswhat.

Thedataisdrawnfromaninformal sampling of over 25large (Fortune 1000)
companieswho havedecentralizedtechnol ogy organizations. First,ittellsus
where the money goes—relatively speaking. It alsoillustrateswherethe
primary responsibilitiesliein adecentralized organization. The question

Table 1. Funding practicesin a decentralized organization

Responsibility
Categories
Infrastructure
Messaging

Communications/

Network Design

Network & Systems

Management

Infrastructure

Support

Hardware

Procurement
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Table 1. Funding practicesin a decentralized organization (continued)

Responsibility

Categories

Applications

Software Packages
Development/Integration
Support

Architecture Design

Architecture Services

& Support

Modernization &

Migration

Categories

Overhead

Staff (HR, Benefits ... )
Training
General Support

Research &

Development

remains, however, whichisbest? Every timetwo checks appear together,
there’ sapotentia problem—whichiswhy governancebecomessoimportant.

Tablelisalsostrategic. Look wherethe money goes. If you spend tonsof
cashonnetwork and systemsmanagement and overall infrastructure support,
thenyouknow wheretolook for core competency assessment, total -cost-of -
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ownership (TCO) and return-on-investment (ROI) data, the strengthsand
weaknessesof businesscases, and sourcingoptions. Actually, sincenothing's
really “cheap,” there’ spotential leverageall over theplace.

Theapplicationspictureiseven moreinteresting—if for no other reasonthan
thesinkholecalled applicationsdevel opment/integration. It doesn’t get more
expensivethanthis. If you’ rehypnotized sometimeand decidetodramatically
customizeapackaged application, thenyou’ || discover just how much money
ittakesto get that extra5% of functionality out of theapplication, you know,
the5%youjust couldn’tlivewithout (the5%that will cost youtheadditional
90%).

The overhead numbers are important because we have two categories —
training and general support—that areimportant and often shared among the
enterpriseandthelinesof business. Aseveryoneat thisconversationknows
all toowell, whenthingsareexpensiveand shared, therewill beproblems.

Tablelcanalsobetreated asatest. Try takingit. Seewhat youlearn. Do
youknow therelative costsof your infrastructure, applicationsand overhead
activities? Doyou know —unambiguously —wheretheresponsibility linesare
drawn?

Gover nance(seebe ow) referstotwofunding dimensions: how youfundwhat
you buy and who fundswhat. Thereareanumber of waysto fund business
technology productsand servicesinadecentralized organization. Why dol
keep talking about decentralized organi zations? Because most organi zations
aredecentralizedto someextent or another and becausedi stributed computing
(client/server, the Internet and the World Wide Web) continues to pull
organizationsindifferent directionsall thetime. Governancemakesdecentral -
ized organizations work, when it’s strong, or fail, when it'sweak. The
conversationin Chapter V about organizational structuresisagainrelevant! In
both proposed structuresthere’ sastrong Process Officer withtheauthority to
defineand apply governance.

Cost allocationisbest appliedtoinfrastructureinvestments. Inthedecentral -
ized organi zation, theenterprise—al ong withthelinesof business—determine
what theinfrastructureshouldlook likeandthelikely costs. Theenterprisethen
buildstheinfrastructureand all ocatesthe costsacrossthelinesof business.
Unlessyouwant to get assassinated, all ocatethe costsaccording to usage—not
equally independent of use. Theproblemwith usageallocation, of course,is
thenecessary specificity about usageyou must produce: you must beableto
empirically “prove’ that lineof business“A” isusingmorethanlineof business
“B” and shouldthereforepay moreof theinfrastructureallocation. Don’t get
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cutewithusagemetrics. Allocateinfrastructurecostsaccordingtosimpleones,
likethe number of network connections, amount of datastorage, etc.

Fee-for-Serviceischallengingsinceinorder for ittowork thelinesof business
should beabletolook outsidefor thesameservicesthat acentral/enterprise
group might provide. Inother words, fee-for-serviceworksbest whenfree
market principlesprevail. Theobviousproblem of courseisthat theenterprise
group oftenfeelslikethey’ reat acompetitivedisadvantageto outsidevendors
who canuseavariety of trickstowinthebusiness(such asfixed price/fixed
schedul e, loss-leader tactics, and other “ best-and-final” techniques). Atthe
sametime, you might say that if theinternal technol ogy group cannot compete
withoutsi devendorsthenmaybeit’ stimeto outsourcetheservices—andyou' d
haveagood point. Many of usseethefee-for-servicemodel asamechanism
tokeeptheinternal technology groupshonest.

Taxation workswhenthereareactivitiesthat fall outsideof infrastructureand
application costs and when thereisvalue attached to these activities. For
example, anenterprisetechnol ogy group might performanal ysesof technol ogy
or industry trendsand makethem avail abletothelinesof business. A skunk
worksmight bedevel oped that will test new hardware and softwareand then
sharetheresultswiththetechnol ogistsinthebusinessunits. Trainingoftenfalls
under thisumbrellaaswell. Thegenera administrativesupport of theenterprise
group usually fallsintothisgroup asdoesthesal ariesof technology manage-
ment. Finally, research and development is often taxable. Where’s that
ProcessOfficer?

Thisflip-sideof thegovernancequestion hauntsjust about every company on
theplanet. Basically, theproblemlookslikethis. Organizationswant tomake
theright decisionsabout collaboration, hardware, softwareand communica-
tions, but areafraidto actually todo so. Decentralized businesstechnology
organizationsthat haveweak decision-making governanceliveinaconstant
stateof fear, uncertainty and doubt. Nooneever knowswhowill actually pay
forwhat, whenor how. Strongly governed organizationspublishtherulesand
stick by them. It’ sall very, very smpleandvery, very complicated. Asalways,
| eadership separatestheorganized and efficient fromthechaoticand wasteful.
Sowhat kind of organizationdoyoulivein? Here’ sashort yes-or-notest:

 Doyouhavetolook pretty hardto find benchmarking data?

*  Isyour organization subjectedtoreligiouswarsabout operating systems,
databases, and other standardsissues?

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of ldea Group Inc. is prohibited.



The Management Conversation - It Still Needs To Make Sense 173

»  Arethereligiouswarsallowedtocontinueindefinitely?

» Doeseveryonehaveveto power over everyoneelse, evenidiots?

*  Caninfrastructureinvestmentsbemadeby thelinesof business?

»  Canapplicationsinvestmentsbemadeby theenterpriseinfrastructure
group?

»  Doyouspendhourscounting MIPS?

Whenadebatebreaksoutisit settled by junior people?

»  Dothesenior enterprisebusinessmanagerstalk tough, but act like paper
tigers?

»  Areallocationandtaxationfunding mechanismstheobject of ridiculein
your organization?

OK,youguessedit: morethanfive*Y es' s’ makesyour organi zationincompe-
tentandsilly; eight or moremakesit certifiable.

Table 2. Funding gover nance recommendations

Responsibility
Categories Enterprise | Division/LOB

Infrastructure

Messaging Allocation

Communications/

Network Design Taxation

Network & Systems

Management Allocation

Infrastructure

Support Allocation

Hardware

Procurement
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Table 2. Funding gover nance recommendations (continued)

Responsibility
Categories Enterprise | Division/LOB

Applications

Software Packages
Development/Integration
Support

Architecture Design

Architecture Services

& Support

Modernization &

Migration

Responsibility
Categories Enterprise | Division/LOB
Overhead

Staff (HR, Benefits ...) Taxation

General Support

Research &

Development Taxation

Table2 suggestswhat thelandscapeshouldlook like. Itidentifiesthefunding
mechanismsand responsibilitiesthat makethe most sensein decentralized
organizations.

Take alook at your organization with reference to this table. How does it
look?
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AsTable2suggests, infrastructur efundingislargely theresponsibility of the
enterprise. Infrastructuredesignand constructionisfunded viataxationand
alocation. Thedesignof theinfrastructurebenefitseveryone, soit’ staxable.
But useof theinfrastructurewill vary frombusinessunit to businessunit and
shouldthereforebefunded by usageallocation.

Theargumentstowatch out for include:

*  Businessunit“A” isdeployingalot moree-businessapplicationsthan
“we” (businessunit“B”) are ... so why should we pay for distributed
security at the samerate asthem? Maybe the costs should be spread
acrosstaxation, fee-for-serviceand all ocation funding mechanisms.

* lamnotwillingtopay for remoteaccessinfrastructure. | don’tuseittoday
anddon’t expecttouseittomorrow ... makebusinessunit“Y” pay for it
... they’ retheonessending everyonehometowork!

*  Tellmeagainwhy | must betaxedat thesamerateasbusinessunit“P’ that
requirestentimesthetrainingl require?

Y ougettheidea. Thekey tothesuccessful implementation of mixedfunding
mechanismsis—you guessed it—serious|eadershipthat expressesitselfina
well-defined governancepolicy. If argumentsliketheoneslisted aboveare
allowed to infect your organization, you'll be spending as much time on
resolvingargumentsasyouwill onbuildingand supporting your infrastructure
and applications.

Thesimplerulesshouldbe:

* Allocation =If youuseityoupay for it.

» Taxation = There are some things good for everyone and therefore
everyone' s going to pay for them — no questions, no debates and no
returns.

* Feefor-Service=Therearel T decisionsthat thelinesof businesscan
make, decisionsabout applications, about desktop upgrades, andthelike
that they can certainly makeontheir own ... andthey havetherighttolook
internally or externally toimplement thosedecisions... if they decidethey
want, they pay for it.

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



176 Andriole

Isall thissimple? No. Here' swhy. Much of what we' retalking about inwhat
appear to beclearly defined termsarein practiceambiguousand fuzzy. For
example, when doesthe purchase of new |aptopsmovefromfee-for-service
toallocation? If thecentral infrastructureorgani zation runsthedatacenter that
housesmostly mainframeapplications, but not someof theimportant distrib-
uted applicationsthat resideon serversinthelinesof business, whereshould
thelinebedrawn between fee-for-service, allocation and even taxation, if
either themainframeor distributed applicationsteam used acommon applica-
tionsarchitecture (devel oped by theenterprisegroup viataxes)?

Butwhat if you’ reorganizationiscentralized? Doesall thischange? Y ou bet.
Pendulums swing back and forth. During the 1990s, the trend wastoward
decentralization where divisions and lines of business were given lots of
autonomy. Some companies even allowed their parts to run their own
infrastructures. By 2000, |ots of these companies were re-thinking these
relationshipsand beganto re-centralize. What makessense? It obviously
depends (what alame answer, huh?). Butitreally does”depend.” What's
unambiguous? Infrastructurecentralizationisunambiguous. Regardlessof
how decentralized your applicationsenvironmentis, it alwaysmakessenseto
centralize your computing and communicationsinfra-structure. Theopen
guestionspertainto applicationsdevel opment, integration and depl oyment.
Who should owntheapplications? Andthedatathat enablesthem? Col labo-
rationrequireslotsof centralization. Morespecifically, collaborationrequires
thecentralization of thecomputing and communi cationsinfrastructure, data
architecturesand application architectures. Thismeansthat whilelinesof
businesscan select (or develop, if they’ renuts) the applicationsthey needto
compete, they must do sowithinsomestrict architectural parametersthat will
maketheapplicationsrun efficiently onthecompany’ s shared computing,
communicationsand datainfrastructure. Aswediscussedin Chapter V, there
arefewer degreesof freedom herethan met the eye—or the expectations of
cowboysinthelinesof businesswho are always poised to secede from the
technology union. It’ spossibleto sharepower acrosstheenterpriseandthe
linesof businessbut only whenthere' sstrong governanceinthecompany about
wherethelinesget drawn. If they’ refuzzy and senior managementisunwilling,
when necessary, to flex itsmuscles, then the path to collaboration through
integrationwill alwaysbebumpy. Hell,itwon’ tjust bebumpy—itwill bemined!

What about sourcing? If thelinesof businessdecidethat they’ dliketo shop
abidfor servicesinternally and externally and sel ect an external vendor, who
managesthat vendor if thevendor’ swork requiresthem (asitwill inevitably)
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tointerfacewithexistinginterna policies, procedures, hardwareand software?
If the enterprise organization hires an outside vendor to help it perform
infrastructuresupport for thelinesof business, doestheoutsourcer report tothe
enterprisegroup or thelineof business?

Disputesshould behandled viasomeform of published grievance procedure.
If alineof businessfeelsit hasalegitimategripe, thereshouldbeaprocessthat
helpsresolvethedispute. If youwant thearbitration processtowork youwill
haveto useexternal judges.

Applicationsarethelifeblood of thelinesof business—and they should pay
thefreight hereaswell (assuggestedin Table3). But thereare somemajor
issuessurrounding applicationsfunding that you should beaware of asyou
developafundingstrategy. Hereareseveral of themost important ones:

* Applicationsthat wereinitially intended to support local users who
become remote userswill have to bere-engineered. If remote access
performanceissub-standard, it’ soften assumedthat theinfrastructureis
toblamewhenmoreoftenthannot it’ stheapplication.

*  Applications should be reviewed by the infrastructure support team
before they’re built to make sure that support requirements are not
prohibitively expensive. End-to-end applicationspl anning should become
abest practice.

*  Applicationsintegration ofteninvolvesintegrationto back-endlegacy
databases, databasesthat are often maintained by enterprise database
administrators. Makesurethat theinfrastructuresupport teamissynchro-
nized with applicationsintegrationefforts.

*  Web-to-legacy connectivity is a common way to rapidly deploy e-
business applications. But, in order to design, develop, deploy and
support suchapplicationsbothinfrastructureand applicationsprofession-
alswill benecessary. Makesurethey arewell coordinated.

The most cost-effective way to develop applicationsis via an enterprise
applicationsarchitecture(thespecification of platforms, tools, devel opment
environments, databases, browsers, andthelike). If your organization doesnot
have acommon architecturethenyou’ Il re-invent thewheel over and over
again. Thecost of asinglearchitectural specificationwill bemuch, muchlower
thanthecostsof repetition. Of course, without agovernancepolicy that sees
that thearchitecturegetsused (and re-used), theinvestment will bewasted.
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Many Happy — And Miserable — Returns

L et’ skeepreturn-on-investment (ROI) andtotal -cost-of -ownership (TCO) in
perspective. Y ou cannot build a business with these hammers. Arethey
important? Y es. Insightful ? Y es. Strategically andtactically useful ? Y es. But
obsessive-compulsive TCO/ROI behavior isasunhealthy asany obsessive-
compulsivebehavior.

The ultimate argument for a business technology initiativeis madein the
businesscase(whichwe' |l talk about momentarily). But key togood business
casesisqualitativeand quantitati ve dataabout the cost of theproject’ sentire
life cycle and the strategic impact it will have on collaborative business
processes.

Let’ sstartwith costs. Thereareacquisition costs, operational costsand softer
coststhat areby naturemoredifficulttoquantify. Thetotal-cost-of-ownership
(TCO) asoincludescostsover theentirelifecycleof thehardwareor software
product. Softer costsincludethe cost of downtime, internal consulting that
comes from indirect sources, and costs connected with your degree of
standardization. There sthecost of devel oping anapplicationandthecost of
supportingitover thecourseof itslife: didyouknow that it costsroughly five
timesasmuch to support an application asit doesto developit?

TCO datais an essential part of your overall business case which should
ultimately bedrivenby thestrategicand/or tactical returnyou expecttoget from
your investment. Inother words, TCO datadrivesreturn-on-investment (ROI)
data—which, likeTCO data—isboth hard and soft. Hereinliesthecontroversy
about ROI calculations.

Isitimportant to ask meaningful questionsabout why abusinesstechnology
initiativeexists? Andwhatimpactitwill haveonbusiness(if it goeswell)? Of
course. Sowhy isthereso much disagreement about ROI? Anexcellent CIO
I nsight Research Study reported that whilelotsof ROl methodsareused, by
far the most popular were ones that calculated cost reduction, customer
satisfaction, productivity improvement and contributionsto profitsand earn-
ings.! Twoyearsisalso considered by themajority of businesstechnol ogy
executivesasareasonabletimeover whichtomeasureROI.
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So What Are The Methods?

Oneof theeasiest isbased on asimplecal cul ation that startswith theamount
of money you’ respending onabusinesstechnol ogy initiativeand then cal cu-
lates the increased revenue or reduced costs that the investment actually
generates. If aproject costsamillionbucksbut savestwo millionthentheROI
1$100%. Nottoo bad, and agood ROl method toimplement asafirst step.

Another simpleoneisbased on payback data—thetimeit takesto offset the
investment of thebusi nesstechnol ogy initiativethroughincreased revenuesor
reduced costs. If thepayback periodisshort—andtheoffsetsaregreat —then
theprojectis”successful.”

There are also methods based on economic value analysis or value added
(EVA),internal ratesof return (IRR), net present value(NPV), total economic
impact (TEI), rapid economicjustification (REJ), informationeconomics(lE)
andreal optionsvaluation (ROV), among lotsof others.?

What about soft ROI? Inthe mid- tolate-1990s, companiesdevel oped Web
sitesfor avariety of reasons. First generationsiteswereessentialy brochureware,
wherevery few transactionstook place. What wasthe ROI onthese sites?
They did not reducecosts: infact, they increased them. Nor didthey generate
revenue. They were built to convince customers, Wall Street analysts,
investorsand eventheir ownemployeesthat they “gotit,” that they understood
that theWebwasimportant. Anintangiblebenefit? Absolutely.

Everything in thisbusinesstechnology conversation isabout mindset and
process. Thesameistrueof TCO and ROI calculations. Whilel think that
anyonewho launchesabusinesstechnol ogy project without TCO and ROI
dataisnuts, | can also appreciate the need for balance and reasonabl eness.
Thisiswhy there’s so much controversy about TCO/ROI. Lotsof senior
peopl ethink that too rigorousof anapplication of TCO and ROI methodol ogy
will distort projectsand perhapseven underminebusinessresults. Othersthink
that theeffortto collect and analyze TCO and ROI dataisdisproportionateto
thereturns. What to do?

Simplicity —asusual —isour friend.

Adopt aflexibleapproachto TCO and ROI. TCO datashould feed ROI
datawhich should feed the overall business casesfor businesstechnol ogy
decisions. Hard dataisalwaysbetter than soft data, but soft data—if it canbe
monetized somehow (like generating a premium for your stock price or
enhancing your brand) —should also beanalyzed.
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Thesimplest approachto TCO datacollection and assessment isatemplate
that requiresthe collection of specific hard and soft data, and the simplest
approachto ROI datacoll ection and assessment i sbased onsimplemetricsthat
measurepayback over areasonableperiod of time. Payback should bedefined
aroundinternal metrics—likecost reduction—and external ones, likeimproved
customer serviceand profitability.

TCOandROI should not beused asclubsto hit peopleover thehead with: they
shouldbeusedtoinformdecisionsand monitor progress. They shouldalsoplay
aroleinthedeath of projects-gone-berserk.

The Business Of
Business Technology Cases

How doyou sell atechnology project to abattered senior executiveteamthat’s
in no mood to spend aton of cash on anew project, especially after you' ve
educated them about the 25% chance of success?

Projectscomefromlotsof different places. Cocktail parties, directors, in-flight
magazines, ball games, dinner parties, Gartner reports, advisors, Spouses, |oss
of market share, falling margins, argumentsand security breaches, among other
predictableand unpredictablesources. Every single project should bebased
onarigorousanalysisof asolid businesscase. Every singleproject should be
conceived and eval uated with three possi ble outcome decisions: go/no go/we
need moreinformation. All threeshould havean equal chanceof winning.

Businesscasedevel opmentisall about theidentification of real and political
reasonsto buy something or engageaconsultant. Thiscanbeavery tricky
process, since (because of the perennial competition for funds) there will
alwaysbe project enemies, thosejust waitingto say, “1 toldyou so” whenthe
project goessouth. Technology buyers- especially inlargeenterprises- have
tomakesurethey’ vecoveredtheir flanks. The" businesscase” istherefore
asmuch a“real” document asit isapolitical one. When you read —or
write—them, makesureyou useat | east thesetwo | enses.

Businesscasesaretypically organi zed around questionsdesigned todetermine
if theinvestment makessense. Let’ slook at thekey questionsthat you should
answer beforebuying hardware, software, communications, or consulting
services. Let mesay upfront that theanswerstothesequestionsshouldbein
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aten-pagedocument (with appendixesif youmust) withaonepageexecutive
summary. If yougeneratealongtreatiseonevery investment, you' [l never get
the time or respect of busy senior executives. Would you read a 50-page
businesscase?

The first step is to identify — and answer — collaborative business value
guestionsor, put another way, answer onesimpl equestion: how will thisproject
helpthebusinesscollaborateprofitably?

Herearethequestions:

Key Collaborative Business Questions

What Collaborative Business Processes are |mpacted by the
Investment/Application(s)?

Thecorrect answer hereidentifiesaprocessthat’ sbroken, aprocessfor which
you have empirical benchmarking data. For example, if youwere serving
customerswithcall centers, you’ d havetoknow what you’ respending now and
that the costswererising dramatically, or customer satisfactionlevelswere
falling. Y ou’ dthenneedtoknow exactly what your performancetarget should
be(e.g., reduce costsby 25%, increase sati sfaction by 25%).

How Pervasive is the Product or Service among your Traditional and
Unconventional Competitors?

Many decisionsabout businesstechnol ogy adoption aredriven by what the
competitionisdoing.It’ salwayseasi er to sell something in-housewhenyour
competitors have already adopted the product or service (of course, this
assumes that your competitors are smart). Be prepared for the contrarian
argument here: “if those peoplearedoingit, wesureashell shouldn’tbe!”

What Competitive Advantages Does/Will the Product or Service Yield?

Inother words, why isthisproduct or servicesogreat and how will it helpyou
profitably grow thebusiness?
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How Does the New Product or Service inter Face with Existing
Collaborative Business Models and Processes?

Thisisabigquestion, sincethe“wrong” answer (like: “itdoesn’t”) will kill a
project. If deployment meansripping out or enhancinginfrastructure, then
you' vejust significantly increased theprice(and givenyour internal enemies
ammunition). You'vealsoraisedalegitimateyellowflag.

Key Technology Questions

How Mature is the Product or Service?

Thepoint of thesequestionsisto determineif thetechnol ogy or serviceactually
works—andworkswell. Y ouwill need quantitativedatahere: itwon’t helpto
tell everyoneabout how great your brother-in-law’ scompany is. Additional
guestionshereconcernscal ability, security, modifiability, usability, etc.

What Share of the Market Does the Product or Service Own?

If theanswer tothequestionis: “well, 1%,” thenamajor explanationwill be
necessary. Remember to stay mainstream, anyway. Why doyouwanttobe
an early adopter of someone’ shalf-baked product?

How Does the New Product or Service Integrate with the Existing or
Planned Communications and Computing Infrastructure?

Thisquestionisof coursethe second most important questionyou needto ask
—andanswer —becauseitidentifiesany problemsdownstreamthat might occur
because of decisions already made (that cannot be undone, or would be
prohibitively expensivetoundo).
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Key Cost/Benefit Questions

What are the Acquisition, Implementation and Support Costs and
Benefits?

Hereyouneedtolook at obviouscosts, likesoftwarelicenses, andlessobvious
ones, liketraining, indirect user and hel p desk support, aswell astheexpected
operational and strategic benefitslikeexpensereduction, increased market
share,improved customer service, increased cross- and up-selling, improved
customer retention, etc. Here’ swheretotal -cost-of -ownership (TCO) data
getsinserted.

What are the Support Implications? How Complex,How Costly, How
Extensive, How Timely?

Support isextremely important. Y ou needto know - empirically - what the
support requirementsand costswill be defined intermsof $$$, peopleand
time.

What are the Migration Issues? How Complex, How Costly, How
Extensive, How Timely?

Thismay or not berelevant, but if another tool isinplace, you haveto answer
guestionsabout how to get from onetotheother.

Key Risk Questions

What are the Technical, Personnel, Organizational, Schedule and other
Risks to be Considered? What's the Risk Mitigation Plan?

Therisk factorsthat everyonewill worry about include scopecreep, cost and
timeoverruns, incompetent or irritable peopl e, implementation problems,
support inadequacies, training problems, andthelike.
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If risks are assessed as medium or high then a mitigation plan must be

developed, aplanthat either movestherisk downtothe*®low” category or
eliminatesit altogether. If therisksremainhigh, theproject saleisdead.

The Recommendation

Therecommendationisgo/no go/weneed mor einformation. Thewhole
purposeof integrating abusinesscaseintothesalespilotistoavoidthe“we-
still-need-more-information-syndrome.”

The business case should also identify at |east two “accountable” people,
peoplewhose reputationsrest to some extent on the success of the project.
Oneshould befromthetechnology side of theorganization and onefromthe
business side (if you can find the right hybrid). If there are no project
champions, it’ stimetogohome.

Whoownsall this? If there’ sno Process Officer inyour company, no anointed
process, and no busi nesscaserequirement, you' reintrouble. It samazing how
crazy all thisis. Businesscasesarenot that difficult to create. What’ sdifficult
isswallowing them. Culturesthat are especially political have the worst
digestion problems — and make the most business technol ogy investment
mistakes.

Project Management Redux

Thisone sbeenaroundfor along, longtime. It’ sactually masqueraded under
lots of aliases over the yearsincluding total quality management (TQM),
capability maturity, statistical quality control and bal anced scorecards, anong
other attemptsto better organizeusat work. Of courseall of thesemovements
have their gurus and disciples, and all of them are different in their own
important ways, but by andlargethey’ reabout professional discipline—which,
of course—very few of usactually have—whichiswhy thesemovementscome
and go.

But project management isdifferent becauseit’ snever really achieved star
status. Itjust keepsonrollingalong. Maybethat’ swhy it never makesthetop
fiveinitiatives-we-need-to-worry-about-this-month, but alwaysmakesthe
top ten we' reworrying about thisyear. It’sareal disciplinethat wedon’t
practicevery well, but alwaysneedtoimprove.
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Attheoutset of thisdiscussion, let’ sstipul atethat discipline—likeadheringto
technol ogy standardsor hiring only smart, hard-working, ethical people—is
hard, primarily becauseit meansthat wehaveto control our impulses. Andwe
hatethat. But disciplineworks: it makesmoney. And project management
should beacoredisciplineinevery company intheworld.

So what’ s the problem? The first thing we need to do is declare project
management animportant thing. Thenweneeddeclarethisvery publicly. If
you’ reinabig company, thenyou need to organizeaseriousoff-sitetoraise
consciousness. If you' reamedi um-sized company thenyou needto speak to
all of theemployeesandincentivizethechangeagents. Butthereal key tothis
isconsistency and persistence. Initiativesfail because companiesroll out
programs, processesand policiesthat vary fromgrouptogroup or organization
to organization, or because they lose interest over time, something that
employeescansmell longbeforetheplugisofficially pulled. | remember well
sittinginaudienceslistening to senior executivestalking about thecompany’ s
major new initiativeonly to hear thelifersmuttering “thistoo shall pass.” The
“beenthere/donethat” problemisabigone, especially if your track recordis
weak. Lotsof long-term employeeshaveadapted to management’ slukewarm
commitmenttomajor initiativesand havelearnedtodragtheir participatory feet
for aslong asthey can (or until management | osessteam).

Enough politics. What should your project management expertisel ook like?
What skillsdoyouneed—really? Herethey are:

Theability toassessa project’slikely successor failure. Notethat this
assessment comesafter thebusinesscasehasbeenfiled—and approved. Can
theproject besuccessful? What aretherisks? Who’ sthebest persontolead
theproject? Isagoodteam available? What aretheimmediate problemswe
havetosolve?

The ability to keep the business case front-and-center asthe project
unfolds. Onceapproved, thebusinesscaseistheblueprint devel oped by well-
dressed, well-meaning architects. The project is all about construction —
schedul es, sub-contractors, screw-ups, miscommunication, etc. Y ouknow,
reality. Companiesneedto continuously link project progresstothebusiness
casethat gavebirthtotheprojectinthefirst place. Thismeansthat thebusiness
casealso needsto bere-assessed onaregular basis, especially if theproject
isabig, longone. Measurethedistance between thebusinesscaseand project
progressonaregular basis. If they start todrift away fromeach other, thenit’s
timetotakeaction. (Thismeasure, by theway, isseldomused, whichiswhy
projectsbegintotakeonlivesof their own.)
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Theability toexecuteproj ect fundamentals, such asmilestones, deliv-
erables, schedules, cost management, reviews, etc. Theseskillsarenot
necessarily residentinyour company. Y oumight consider gettinganumber of
your good project managerscertifiedinthelatest thinking, processesandtools.
TheProject Management I nstitute (www.pmi.org) isagood placeto start.

Theability tokill bad projectsand theability todetermineif aproject
ishopelessor salvageable. How doyoukill projects? Thisislike: “should
| sell that stock that’ sdown 50% fromwhen | boughtit”? Or, canthisproject
come back from the dead (this stock isonly hibernating—it will be back)?
Thereareat |east threereasonstokill aproject:

*  The business case and project are drifting far apart. The business
assumptionsabout theimportance of the project arenolonger valid.

*  Project executionisway off track; the project isover-budget, behind
schedul e, etc.

*  Theprobability of recoveryislow.

Let’ stalk about these areas.

First, business case < -> project distance needs to be measured at |east
guarterly —inthecaseof small projects—and monthly, inthe caseof big ones.
The distance is measured in terms of the project’s expected (strategic or
tactical) impact: new metrics—PESIsand PETIs (wecould probably organize
aconferencearoundthesetwo). Thisdistanceisessential toproject survival:
if it appearsthat thestrategic or tactical impact of asuccessful projectwill be
minimal, thenkill theproject. How doyouknow if it’ slikely tobeminimal ? I f
the requirements that supported the business case have changed, if the
competitivelandscapehaschanged (rendering theproject “ obsolete”), or if the
assumptionsabout cost proveinvalid.

Project executionismorequantitatively measured. Hereall youhavetodois
measure estimated versus actual project performance. If the schedule,
milestones, costs, deliverables, andrisksare 33% or moreout of syncwithyour
estimates, thenthe project isout of control and unlikely torecover. If twoor
three of theindicatorsare 20% to 25%, then the project should beflashing
yellow andtracked closely to seeif it goesred.

Finally, if aprojectisdrifting fromitsstrategic or tactical objectives, or if
executionispoor, ajudgment must bemadeabout thelikelihood of turningthe

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of ldea Group Inc. is prohibited.



The Management Conversation - It Still Needs To Make Sense 187

project around. Likethestock you bought that tanked, cantheproject come
back? Thehardest decisionto makeisonethat turnsthelightsoff for good.
Butif thebusinesscase < - project distanceisgreat —and growing—andthe
executionispoor —and getting worse—it may betimeto pull theplug. Recovery
isunlikely when bothtrajectoriesareinthewrongdirection.

How doyou*“see” al of your projects? Somecompanieshaveweekly project
meetings, somehavemonthly ones, and politically anal companiesonly doit
informally, privately. Thetimeand effort necessary totrack multipleprojects
—if thenumber of projectsishighenough—will redefineyour jobasafull-time
project manager. Thisisabad thing. What you need isadashboard that
immediately shows you which projects are on track and which are under-
performing—andwhicharecandidatesfor capital punishment.

Dashboards are not hard to build. They’ re even easier to buy. Microsoft
Project can be used to feed of f-the-shelf reporting applications or you can
customizeoneto show projectsasred, yellow or green, aswell asthetrends.
Y ou should standardize on both the project management and dashboard
application. Y oushoulda so makesurethat accurateinformationgetsintothe
dashboard, which should run on your desktop, laptop and PDA. In other
words, it should be possibleto check on major projectsanytimeyou want.
Some of these tools — like The Project Control Panel, developed by the
Software Program M anagersNetwork (www.spmn.com/pcpanel .html) —ex-
tract datafrom Microsoft Project andinjectitintoaMicrosoft Excel tool that
displaysproject status. Other tools, like Portfolio Edgefrom Pacific Edge
Software, enableyoutotrack multipleprojectsat the sametime.

Y ou need to make therules. For example, you might have a10% to 15%
estimated/actual variancerul ethat triggersweekly project meetings. Y oumight
havearulethat saysthat variation on project deliverablesismoreimportant
than schedulevariation, and you might have onethat triggers some project
survival rules. Thekey istofieldaset of rulesthat work for your company, your
cultureand project management experience.

Finally, groups of projects = programs and all of your programs = your
portfolio. Strategists manage portfolios, tacticians manage projects. It's
important toroll your projectsupinto programsand portfoliosto keepthebig
pictureinperspective.
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Gover nance

Governanceisreal, unavoidableandpolitical. Increasingly, it’ sstimulated by
regulatory changes. Tosome, it definescorporateculture. Othersonly think
about governance as applicableto back-office processes. Theapproachto
governancel’ mtaking hereisbroader thanmost definitionsyou’ Il find. Infact,
I’ m actually making an argument for the concept of governanceto change
dramatically, for usto treat governance as a way to manage internal and
external prioritiesthroughtheapplication of aset of governancebest practices.

Ultimately, governanceisabout thingsto do (and not do) —the“rules” —and
the policies and procedures around how we adhere to governance — and
especially what happenswhenwedon’t. Governanceisinescapably tiedto
leadership. Weliketothink intermsof governance® styles’ that—if thetruth
betold—refer to thelocation and use of power. Stylescan beopen, closed,
participatory, democratic, federated or monarchical. Ultimately, thesestyles
say alot about culturesand our ability togovern ourselves—and co-governwith
our suppliers, partnersand even customers.

All of thebusinessbooksand articles published each month about eadership,
innovation, customer rel ationship management, and e-business—among hun-
dredsof other topics—areasmuch about governanceasanything else. Does
your company haveaWeb site? Of course. |sthereastandard applications
architecturefor thesite, guidelinesfor all of your businessunitstofollow about
how todesignand developtheir sites? No? Thenyou haveweak technology
governance. Whoownsstrategy inthecompany? Isstrategicplanningad hoc?
Orisitstructured and schedul ed? Structured and schedul ed strategic planning
happensin companiesthat enjoy clarity about who doeswhat, when and how,
incompanieswith strong governance.

Who respondsto government regul ations? Compliancerequirements? The
Healthcare Insurance Portability and Accountability Act (HIPAA) isreal.
Sarbanes-Oxley isreal. Regulationfull disclosure (Regulation FD) isreal.
Who keepsyour company compliant? It’ sall about governance.

What about organization responsibility and authority? When the two are
distinct, there’ susually agovernance problem. When they areintertwined,
efficienciesarepossible. Wealsotendtolink governanceto controversy when
infact governance—likesimplicity —isour friend. But asfriendsgo, remember
that governancedemandsloyalty and consistency.
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This section looks at governance as it occurs within and beyond internal
corporate functions and activities. It suggests a new way to think about
governance. But thekey totheapproachtaken hereisitsanchor inbusiness
technology best practices regardless of whether you’ re devel oping a new
businessstrategy or deployinganew local areanetwork. Thisisconsistentwith
theview that busi ness, technol ogy and management best practicesareinextri-
cably entwined, that it’ simpossible to talk about technology governance
without al so tal king about busi nessand management governance.

Let’ sfirstidentify all of theactivitiesthat needto begoverned. We'll usefive
businesstechnology “layers’ todothis. Thenwe'll ook at the procedural -
regulatory contextinwhichall of theseactivitiesoccur, then at alternative
organizational structures, and then we' |l assign governance rolesto each
activity withineach organizational structurethat | discuss. Thelongand short
of itisthat onceyou understand how you’ refunctionally organized, and once
youunderstand all of thethingsthat occur withinthosefunctions, onceyou
understandthepolicies, proceduresand regulationsthat needto begoverned

Figure 35. The range of governance
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—and onceyou understand the organi zational structuresthat managegover-
nance- it’ spretty easy toidentify thegovernanceissuesandresponsibilities.
Thereality isthat organizational structuretendsto bifurcateintoflavorsof
“centralized” and* de-centralized,” usually whentherearequasi-independent
businessunitswithinacompany. Ah, but here’ stherub: everythingturnsonthe
definitionof “quas” and* independent” —and onthedesirability of havingquasi-
independent business units (however the boundaries are defined). These
hugely important distinctions—aswell asan approachto processgovernance
that might work for you—arediscussed here.

Governanceistheadministrativeplatformonwhicheverythingsits,inwhich
everythingoccurs. We' vetalked about functions, activities, policies, proce-
dures, regulationsand organizational structures. It’ snow timetoturntothe
governanceactivity itself and suggest who should governwhat, asFigure 35
suggests. I'll end this section with alook at exactly how all this can be
accomplished.

Activitiesoccur withinorgani zations, and organi zationscan bedefined around
their culturesalong somecentralization—decentralization continuum. The
governanceagendashoul d bedefined around specificactivitiesandinterpreted
throughyour cultureand, ultimately, your organizational structure.

I’ veorganizedthegovernanceassignmentsaroundtheactivitiesand structures
inaset of matrices. The purpose of the matricesistoidentify therange of
governanceassi gnmentsandtofacilitateadiscussion about what makessense
and what doesn’t—and why.

Let’ sstart withthegovernanceof specificactivitiesinacentralized enterprise.
Figure36 beginstheanalysiswithalook at theactivitiesacrossthefivelayers
already discussed. Governanceisindicatedinthefigureby thelargeand small
checksinthecolumns. A largecheck indicatesstronggovernanceauthority,
whileasmall oneindicatesweak governanceauthority.

Figure36 suggeststhat all of theactivitiesinacentralized organization should
begoverned by thecentralized enterprise. Butyou’ |l noticethat there’ san
additional columninthematrix that referstosuppliers, partner and customers.
Another way of understanding theadditional columnistoexpandthedefinition
of governancetoincludeactivitieswithinandbeyondthecorporatefirewalls.

Thisisanimportant recommendation, sinceasweexpand our transactionsto
includesuppliers, partnersand customers, thewhol e concept of governance
changes. Take, for example, governancearoundtechnology standards. There
areinternal governanceissues, such asthe standardi zation of machines, but
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Figure 36. Activities governance matrix for centralized organizations

Centralized | Suppliers,
Activity (By Layer) Enterprise Partners &
Customers

Business Technology Strategy Layer

Collaboration - activities that focus on
the inter-connected marketplace and

inter-networked companies; steps to get /
customers, employees, partners and

suppliers to inter-connect; activities to
make collaboration work across

application, data and communications
architectures ...

Customization & Personalization -
activities and projects that focus on
mass personalization, behavioral models

to correlate online and offline ~/
behaviors, wireless personalization and

personal and professional customer

relationship management (CRM), among
other related areas ...

Supply Chain Management - activities
that include supply chain concepts,
models and tools, as well as the

implementation and management of ~/
integrated supply chains in the context

of SCM standards, technologies (such as

exchanges), and the leading SCM
platforms ...
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Figure 36. Activities governance matrix for centralized organizations
(continued)

ivi Centralized Suppliers,
Activity (By Layer) Enterprise Partners &
Customers

Business Technology Strategy Layer

Business €= Technology Convergence
Strategy - activities that focus on
methods for developing and assessing
collaborative/integrated business

technology strategies; activities that

focus on current business scenario /
that's driving your collaborative
business strategy and the plan for
integrating computing and
communications technology in your
company ...

Competitor Intelligence - work that
focuses on specific competitors
including information about their sales,

marketing, profitability, key employees,
strategy, tactics, etc. ...

Business Process Management -
activities that focus alternative
business process modeling methods,

tools and techniques; business
processes and models measurement ...
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Figure 36. Activities governance matrix for centralized organizations
(continued)

. Suppliers,

Centralized
Activity (By Layer) Einr"rerrt;:se e | Partners &
Customers

Strategic Business Applications Layer

Application Optimization - activities
that look at major technology and
business processes and how they can be

optimized with a variety of business J
applications, like customer relationship

management (CRM), enterprise resource
planning (ERP), and other applications ...

Core Business Applications
Management - activities that identify
the applications that make money for
companies as well as applications that
define the company's competitive
advantages ...

Business Analytics - activities that
focus on the processes and technologies /

«
<

that yield insight from sales, marketing,
customer service, finance, accounting,
technology infrastructure and
competitor data ...
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Figure 36. Activities governance matrix for centralized organizations
(continued)

» Centralized | Suppliers,
Activity (By Layer) Enterprise Partners &
Customers

Enterprise Business Technology
Architecture Layer

Applications Architectures - activities
that focus on how mainframe (single
tier), client-server (2 tier) and

Internet/ Intranet (3 tier > n tier)

applications have changed and what the /
trade-offs among the architectures

(defined around flexibility, scalability,
reliability, etc.) ..

Communications Architectures -
activities that focus on existing and

emerging communications networks

including especially the role that

wireless access and transaction

processing will play in emerging
collaborative business models and
processes ...

Data Architectures - activities about
the role that data, information and

knowledge play in collaborative

transaction processing; work on existing

data base management platforms, data

warehousing, data mining and knowledge

management, especially as they
contribute to business intelligence ...
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Figure 36. Activities governance matrix for centralized organizations
(continued)

» Centralized | Suppliers,
Activity (By Layer) Enterprise Partners &
Customers

Enterprise Business Technology
Architecture Layer

Security Architectures - activities
about security and privacy inside and
outside of corporate firewalls; activities
about authentication, authorization and
administration technologies and tools ...

Business Scenario Development -
activities about current and emerging
business models and processes and the
ability to map them in current and
future competitive contexts ...

Enterprise Technology Architecture
Modeling - activities about the overall
organization of technology that
supports overall business goals,
especially as all of this integrates and
works as seamlessly as possible ...

Enterprise Architecture - activities
about the overall business-technology
architecture, especially how it'd defined
and how it adapts to changes in business
and technology; the overall blueprint for
business technology optimization ...

L KX K K
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Figure 36. Activities governance matrix for centralized organizations
(continued)

i Centralized | Suppliers,
Activity (By Layer) Enterprise Partners &
Customers

Infrastructure Layer

Messaging/Workflow/Calendaring -
activities that deploy the platforms
that support all varieties of

communication and how communications /
technology enables communication and

transactions among employees,
customers and suppliers ...

Automation - activities that focus on
the applied potential of intelligent

systems technology and the application

of that technology to personal and

professional automated transaction

processing, monitoring, e-billing, and the
like ...

Data Base/Content/Knowledge
Management & Analysis - activities
that position data, information,
knowledge and content - of all varieties

(static, dynamic, text, video, etc.) - and J
how it can be managed for alternative

purposes, as well as data, knowledge and
content management platforms, next
generation data base management
applications ...
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Figure 36. Activities governance matrix for centralized organizations
(continued)

» Centralized | Suppliers,
Activity (By Layer) Enterprise Partners &
Customers

Infrastructure Layer

Integration & Interoperability -
activities that make disparate,
incompatible applications, standards,
data, platforms and architectures
communicate with one another, focusing
on enterprise applications integration
(EATI) and Internet applications
integration (IAT), wrapper/glue
technologies like XML, as well as more
conventional middleware ...

Support Layer

Desktop/Laptop/PDA Support -
activities that focus on the management
of network access devices ...

Data Center Operations - activities
about how to organize and manage data
centers ...

Server Farm Design & Maintenance -
activities that focus on how fo design
server architectures and support server
farms ...

LK L
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Figure 36. Activities governance matrix for centralized organizations
(continued)

ivi Centralized | SuPPliers,
Activity (By Layer) Enterprise Partners &
Customers

Support Layer

Network Design & Support - activities
that focus on the design and support of
local area networks, wide area networks,
virtual private networks and the
Internet ...

Security & Privacy - activities that
focus on security architectures,
authentication, authorization,
administration and business resumption
planning ...

Procurement & Asset Management -
knowledge that focuses on how to
procure and manage computing and
communications assets ...

Business Technology Acquisition
Strategy - activities that focus on all
aspects of the technology procurement
and support process, including especially
in-sourcing, co-sourcing and

outsourcing ...

RFP & SLA Development - activities
that focus on the development of
requests for proposals (RFPs) and
service level agreements (SLAs)
necessary to optimize the business
technology sourcing process ...

L KX KL
<
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thereareal soexternal standardsissues, suchastheflavor of extensiblemarkup
language (XML ) that your industry adopts. Just assupplierstoWal-Mart have
knownfor years, they haveto adhereto the standards set by the membersof
theWal-Mart supply chain.

Governanceisinternally selfish, but sharedexternally. Thissetsupaconflict
between our instinctsto control our internal environment andtheneedtoshare
control withthemembersof your extended transactionfamily.

Figure 37. Activities governance matrix for decentralized organizations

- . Suppliers,
AC':'—'V""Y (By Enterprise Btl'}s;l?_; 55 | Partners &
ayer) Customers

Business Technology
Strategy Layer

Collaboration - activities
that focus on the inter-
connected marketplace and
inter-networked

companies; steps to get / /
customers, employees,

partners and suppliers to
intfer-connect; activities to
make collaboration work
across application, data

and communications
architectures ...

Customization &
Personalization - activities
and projects that focus on

mass personalization,
behavioral models to
correlate online and offline Q/ Q/

behaviors, wireless
personalization and
personal and professional
customer relationship
management (CRM), among
other related areas ...
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Figure 37. Activities governance matrix for decentralized organizations
(continued)

. . Suppliers,
AC'['V'*Y (By Enterprise Bubs;‘?;ss Partners &
ayer) Customers

Business Technology
Strategy Layer

Supply Chain Management
- activities that include
supply chain concepts,
models and tools, as well as

the implementation and / /
management of integrated

supply chains in the
context of SCM standards,
technologies (such as
exchanges), and the
leading SCM platforms ...

Business €-> Technology
Convergence Strategy -
activities that focus on
methods for developing

and assessing

collaborative/integrated

business technology J J
strategies; activities that

focus on current business
scenario that's driving your
collaborative business
strategy and the plan for
integrating computing and
communications technology
in your company ...
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Figure 37. Activities governance matrix for decentralized organizations
(continued)

N . Suppliers,
AC'['V”Y (By Enterprise B‘S'!‘: *> | Partners &
ayer) nits Customers

Business Technology
Strategy Layer

Competitor Intelligence -

work that focuses on

specific competitors

including information about &/ 6/
their sales, marketing,

profitability, key
employees, strategy,
tactics, etc. ...

Business Process
Management - activities
that focus alternative

business process modeling / J
methods, tools and

techniques; business

processes and models
measurement ...
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Figure 37. Activities governance matrix for decentralized organizations
(continued)

. . Suppliers,
AC"L'“"’Y (By Enterprise B‘S;I?;ss Partners &
ayer) Customers

Strategic Business
Applications Layer

Application Optimization -
activities that look at
major technology and

business processes and
how they can be optimized /
with a variety of business

applications, like customer
relationship management
(CRM), enterprise resource
planning (ERP), and other
applications ...

Core Business Applications
Management - activities

that identify the
applications that make J
money for companies as

well as applications that
define the company's
competitive advantages ...

Business Analytics -
activities that focus on the

processes and technologies

that yield insight from J
sales, marketing, customer

service, finance,

accounting, technology
infrastructure and
competitor data ...
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Figure 37. Activities governance matrix for decentralized organizations
(continued)

. . Suppliers,
AC':'—IZITY (By Enterprise B‘g;::: * | Partners &
yer) Customers

Enterprise Business
Technology Architecture

Layer

Applications Architectures
- activities that focus on
how mainframe (single
tier), client-server (2 tier)

and Internet/ Intranet (3

tier > n tier) applications

have changed and what the

trade-offs among the
architectures (defined
around flexibility,
scalability, reliability,
etc) ..

Communications
Architectures - activities
that focus on existing and

emerging communications
networks including ‘/ ‘/
especially the role that

wireless access and
transaction processing will
play in emerging
collaborative business
models and processes ...
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Figure 37. Activities governance matrix for decentralized organizations
(continued)

- . Suppliers,
Activity (By Enterprise B‘S'l‘?_resss Partners &
Layer) Customers

Enterprise Business
Technology Architecture

Layer

Data Architectures -
activities about the role
that data, information and

knowledge play in J J
collaborative transaction

processing; work on
existing data base
management platforms,
data warehousing, data
mining and knowledge
management, especially as
they contribute to
business intelligence ...

Security Architectures -
activities about security

and privacy inside and
outside of corporate J J
firewalls; activities about

authentication,
authorization and
administration technologies
and tools ...
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Figure 37. Activities governance matrix for fecentralized organizations
(continued)

Suppliers,
Partners &
Customers

Business
Units

Activity (By

Layer) Enterprise

Enterprise Business
Technology Architecture

Layer

Business Scenario
Development - activities
about current and

emerging business models J J
and processes and the

ability to map them in
current and future
competitive contexts ...

Enterprise Technology
Architecture Modeling -

activities about the overall
organization of technology J J
that supports overall

business goals, especially
as all of this integrates
and works as seamlessly as
possible ...

Enterprise Architecture -
activities about the overall

business-technology

architecture, especially

how it'd defined and how it J J
adapts to changes in

business and technology;
the overall blueprint for

business technology
optimization ...
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Figure37: ActivitiesGovernance Matrixfor Decentralized Organizations
(continued)

- . Suppliers,
Activity (By Enterprise Blg:‘?;ss Partners &
Layer) Customers

Infrastructure Layer

Messaging/Workflow/Cale
ndaring - activities that
deploy the platforms that
support all varieties of

communication and how J J
communications technology

enables communication and
transactions among
employees, customers and
suppliers ...

Automation - activities
that focus on the applied

potential of intelligent

systems technology and J J ‘/
the application of that

technology to personal and
professional automated
transaction processing,
monitoring, e-billing, and
the like ...
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Figure37: ActivitiesGovernance Matrix for Decentralized Organizations
(continued)

. . Suppliers,
AC'['V"‘Y (By Enterprise B‘S;‘?:sss Partners &
ayer) Customers

Infrastructure Layer

Data Base/Content/
Knowledge Management &
Analysis - activities that
position data, information,

knowledge and content - of
all varieties (static, J J
dynamic, text, video, etfc.)

- and how it can be
managed for alternative
purposes, as well as data,
knowledge and content
management platforms,
next generation data base
management applications ...

Integration &
Interoperability -
activities that make
disparate, incompatible
applications, standards,

data, platforms and

architectures communicate / ‘/
with one another, focusing

on enterprise applications
integration (EAI) and
Internet applications
integration (IATI),
wrapper/glue technologies
like XML, as well as more
conventional middleware ...

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



208 Andriole

Figure 37. Activities governance matrix for decentralized organizations
(continued)

. . Suppliers,
Activity (By Enterprise Bqul\?:sss Partmers &
Layer) Customers
Support Layer
Desktop/Laptop/PDA
Suppoor't) - az‘ri?/?ﬁ es that / J
focus on the management

of network access devices

Data Center Operations -
activities about how to
organize and manage data
centers ...

Server Farm Design &
Maintenance - activities
that focus on how to
design server
architectures and support
server farms ...

Network Design &
Support - activities that
focus on the design and
support of local area
networks, wide area
networks, virtual private
networks and the Internet

L N KX K
AN
<
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Figure 37. Activities governance matrix for decentralized organizations
(continued)

o . Suppliers,
AC‘:'—W'TY (By Enterprise B‘S;:; 55| Partners &
ayer) Customers

Support Layer

Security & Privacy -
activities that focus on
security architectures,
authentication,
authorization,
administration and
business resumption
planning ...

Procurement & Asset
Management - knowledge
that focuses on how to
procure and manage
technology assefts ...

Business Technology
Acquisition Strategy -
activities that focus on all
aspects of the technology
procurement and support
process, including
especially in-sourcing, co-
sourcing and outsourcing ...

RFP & SLA Development -
activities that focus on the
development of optimal
requests for proposals
(RFPs) and service level
agreements (SLAS) ...

L KX K LK
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Figure 38. Governance matrix for policies, procedures and regulations

Policies, Business Suppliers,
Procedures Enterprise . Partners &

. Units
& Regulations Customers

Healthcare Insurance

Portability and

Accountability Act

(HIPAA) — which requires Q/ Q/
careful handling of patient
records

USA Patriot Act —which
requires banks to use
“reasonable procedures” to
make sure that terrorists
do not gain access to the
financial system

Sarbanes-Oxley Act —
which requires officers of
public companies to provide
additional data to
shareholders

Basel IT Accord —which
rewards banks and other
financial institutions for
slid risk management
methods and tools

Fair & Accurate Credit
Transactions Act - which
requires uniform standards
for credit

LK K LK
AN
AN
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Figure 38. Governance matrix for policies, procedures and regulations
(continued)

Policies, Business Suppliers,
Procedures Enterprise . Partners &

. Units
& Regulations Customers

Security Breach
Disclosures — which

requires companies with J J
customers from California

to report every single
breach of personal data

Rules around data
retention which include
procedures around how
long data — such as email —
is retained and when it is
destroyed ...

Rules and regulations
around the privacy of
customer, supplier, partner
and employee data ...

Procedures around the
violation of software
licensing agreements ...

Rules around intellectual
property ...

L KX K L
L KX K KL

Specific procedures and
emerging rules around
digital rights ...

KKK L

Copyright © 2005, Idea Group Inc. Copying or distributing in print or electronic forms without written
permission of Idea Group Inc. is prohibited.



212 Andriole

Asyouinspect thematrices, you' | noticethat governanceresidessquarely in
handsof theenterprisein centralized organizations. Thiscontrol occursat all
of theactivity levelsandall of theprocessand procedurelevel s—and especially
theonesthat requirecompliance. Atthesametime, all of theactivitiesshare
governanceamong thecentralized enterpriseanditssuppliers, partnersand
customers. Thissharingisnecessary and smart. Asbusinessbecomesmore
collaborativeand collaboration becomesmoreglobal, theneed for cooperation
among all of theparticipantsintransactionsisobvious. Makesurethat your
approachto governance acknowledgestheimportanceof these* extensible
transactions.”

Figure37 presentsthegovernanceguidancefor decentr alized organizations.
Whiletherecommendationisstill to share somegovernancewith partners,
suppliersand customers, there' sabonafidesharing betweentheenterpriseand
the business units responsible for the many activitiesthat together define
businesssuccess. But businesstechnol ogy best practicessuggest that there’'s
alimittotheautonomy that businessunitsshoul d expect.

Figure38looksat regul atory and compliancegovernance.

How to Govern

It makessensetohaveformal committees, steering groupsandtheliketomake
governancereal. But what should begoverned? What arethebusinessand
technol ogy trendsthat require decisionsabout responsibility and authority
(governance)? What's the government likely to do over time? Is more
governmentregulationinthecards? Or, if theeconomy takesoff again, arewe

Figure 39. Governance planning matrix

Track Gover'n

Business
Trends

Technology
Trends

Regulatory
Trends
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likely to suspend someof thereporting requirementsthat resulted fromthe
excessesof the1990s? It simportanttolauncha®watch” strategy, aseries
of activitiesthat track trendsin business, technol ogy and government regul a-
tions. Figure 39 presents areal simple matrix that you might consider
populatingwith activities, technol ogiesand regul ations. When completed, this
matrix will help defineyour governancerequirements.

If wefail toplanfor governancewe' Il fail togovern. Effectivegovernanceis

theresult of environmental understanding and corporateefficiency. Figure39
describestherangeof thegovernancetracking challenge. Italsoidentifiesat
least threewatch areas: business, technol ogy and regul atory trends.

There’ sanargument for defining governancebroadly. It assumesthat theworld
is changing, that governance and shared governance must extend beyond
corporatefirewallsbecauseemerging collaborative businessmodel srequire
cooperation—whichis, tocomefull circle—facilitated by shared governance.

Herearetenthingsto think about:

1. Governancedoesnot stopinyour parkinglot. Therearelotsof internal
andexternal governanceissuesdrivenby emerging collaborativebusiness
model sthat areredefining the scope of governance.

2. Thereare“layers’ of businesstechnology —strategy, applications, archi-
tecture, infrastructureand support—that generate activitiesthat must be
governed.

3. Therearepoalicies, proceduresand regul ationsthat driveyour governance
agenda. Y ou havegovernment producesat an alarming rate.

4. Thereareorganizational structures—especially centralized and decentral -
ized structures—that defineoptimal governanceassignments.

5. Activities, policies, procedures, regul ations, organi zational structures—
andthereforegovernance—areinfluenced by corporatecultures.

6. Theassignment of governanceresponsibility shoulditself begoverned by
thedevel opment of matricesthat list activities, differentiateamong orga-
nizational structures, and identify the major policies, proceduresand
regul ationsthat should begoverned.

7. Business, technology and regulatory trendsshould betracked to keep
abreast of thegovernancerequirementsthat must be sati sfied.

8. Companiesshouldconvert governancerequirementsintorealisticmatches
amongtheir requirements, structuresand cultures.
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9. Youshoulddevelopagovernanceplancomprisedof activities, policies,
procedures, regul ationsand structuresthat together constituteacompre-
hensiveapproachtointernal and external governanceand shared gover-
nance.

10. Youneedto*“sell” governancetothepowersthat be.

Business Technology
M anagement Convergence

Management islargely common sense. Do we agree? Come on. We get
ourselvesintroublebecausewedon’t havedefined processesor thediscipline
toenforcethem. Andsomeof usactually likeambiguity: it givesuspower.
Businesstechnol ogy management convergenceisall about defined processes
anddiscipline, whether it’ sthedisciplineto measure, devel op businesscases
or actually do proj ect management, and thedisciplineto standardi ze, manage
funding or makethetough decisionsabout outsourcing.

All of thisisabout theconvergenceof collaboration andtechnol ogy, theinter-
relationship betweentwo high-velocity forces. What’ salwaysamazed me
about busi nesstechnol ogy managementisour ability toknowthe*right” thing,
andourinability todothe®right” thing when thetimecomesto maketheright
call. Why isthis? Why do management gurusconti nueto maketonsof money
telling usto, among other things, devel op solid businesscases, conduct serious
TCO and ROI analyses, measureour environmentsand standardize? They
keep coming up with new ways to motivate us, and new labels for old
processes. M aybegood management ismoreabout knowing ourselvesandthe
peoplearound usthan the content of the decisionswehaveto make.

Anyone Want To Talk About All This?

TheCEO ...
“Well, | guess a lot of this falls on my doorstep ...”
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TheGeneral Counsel ...
“Yes, it does, but also at ours ...”

TheCFO ...

“Don’t look at me: 1’ve been telling everyone to get some discipline for
years. Noonewantedtolisten—hell, youstill don't ...1 meanit’snicethat
we're looking at this stuff — again — but what’ s really going to change?
You can still save money if you havediscipline ... hell, we knew that three
decadesago ...”

TheCEO ...
“We knew it before then ...”

TheClO ...

“ Amazing ... absolutely amazing ... you people want great technol ogy for
as little money as possible ... you want total flexibility, scalability and
security ... you want us to accommodate your every wish ... but because
you'rebasically disinterested in technology, you spend very littletime on
technology management — except to yell at us when stuff breaks ...”

TheCMO ...
“Thisisaboring discussion ...”

TheCLO ...

“We should develop a training program around business technology
management ...”

TheCEO ...

“Why? We've been there and done that — about ten times ... that’s not
what we need ... we need to get serious about all this, really serious...”

TheGeneral Counsel ...
“ Do we have the right stuff?”
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TheCSO ...

“It"’snot our culture...we'rejust not disciplined ... we don’t even spend
enough on security to satisfy our auditors ... why would we expect to be
able to behave like real professionals?”

TheChairman of theBoard ...

“Thereal questionisabout our capacity to change... our capacity to step
back and honestly assess ourselves ... and then take a deep breath and
change the company ... can we do this?”

TheCEO ...

“In other words, the last thing we need is another off-site meeting to
launch another major corporate initiative ...”

ThePresident ...
“Right ... we need something very different ...”

TheCEO ...
“Where' sthis conversation really going?”

TheChairman of theBoard ...
“Where do you think?”

Endnotes

1 ClOlInsight Research Study, “ROI Overview,” CIO Magazine, March
2002.

2 SeeRachel Berg, “Thel T ROl Roadmap,” Customer Support Manage-
ment, November/December 2001; Tracy Mayor, “ A Buyer’ sGuideto
IT Value Methodologies,” CIO Magazine, July 15, 2002; and Greg
MacSweeney, “ Taking the Guesswork Out of Cal culating Technology
ROI,” Insurance & Technology, November 2001.
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Chapter VI I

TheTough

Conversation -

1t's Still (And Always)
About People

What dowehavehere? We' regoingtotheother side, towherecivilized men
andwomen seldomventure, towherethe peoplewholiveand work among us
areexposed. Here' stheagenda:

*  Whoareyou best people—definedintermsof intelligence, motivationand
energy?

*  Whataretheareas—likeobviously collaborationandtechnology integra-
tion—that you want them to know and | earn about?

Howdoyoukeep nasty, stupid, arrogant, obnoxious peopl e out of your
company?

*  How do you nurture and keep the best of the best, the people with
knowledge, intelligence, experience, personality and character?
Howdoyoukeepthecultureclean?

Howdoyougroom 21% century businesstechnology |eaders?
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Who Are These People?

We' vetalked about new businessmodel s, technol ogies, organi zational struc-
turesand busi nesstechnol ogy management. Pretty good discussions. | don’t
think weleft much out, though we probably didn’t make too many friends
among short-sighted product or service vendors or the good ‘ ol boyswho
really don’t know all that much or work all that hard.

Now it’ stimetotalk about humancapital. Or statedjustalittledifferently, let’s
talk about all thegod damned problemsyou havewith people.

Andlet’ sbevery honest with each other. Not too many of usaregood at this
(though many of usthink weare). We' realso deeply suspicious about our
internal hired help (a.k.a., “humanresources’). Andsoitgoes. If everyone
wasn’tsolitigious, | couldtell lotsof storiesabout peoplewho thought they
weregood at identifying talent but wereincal culably horribleat judging either
talent or character. Evenmorebizarrearetheself-characterizationsof these
peopleas”expert” talent scouts. (Of course, thetal ent scoutsal so think that
they’ regood managers, withextraordinary, if not magical, peopleskills—of
course, thetruthisjust theopposite.)

Weneed peopl e, andin spiteof effortsto replacethemwith machines, theneed
keeps growing, simply because machinesaren’t creative and can’t fix the
problemsthey create. But wedon’t manage peoplewell. We' reinconsistent,
subjective, biased and vulnerabletothesameforcesof naturethat havebeen
with humanssincethebeginning. (Y es, thoseforces.)

How much doyou know about the peoplewhowork withyou? How muchdo
youknow about what they dowell, poorly and not at all ? How doyou motivate
them? What do you expect themtolearn? | syour company a“meritocracy”

or do peoplewin by any and other means? | remember visiting adatacenter
someyearsago and wasstruck by thenumber of peopleplaying cardsat 2:00
intheafternoon. When| asked what the hell that wasall about, | wastoldthat
it’sbeen going onfor years, that cardswere akind of therapy for database
administratorsand legacy applicationspeoplewho—I wasreminded—lead
very stressful lives. OK, | thought, playing cardsduring breaksisprobably a
goodthing. But they weren’t playing during breaks. They were playing most
of theday. Isthiskind of thingall that unusual ? Not asunusual asyou might
think! Thereareentitlement culturesinlotsof industriesand companies. How
bigaproblemdoyouhave? If you’ realargeorganization, you might not know
—or want to know.
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How much progress have you left on the table because of professional or
personal “friendships’? Doyou play golf withabunch of peoplewhoyou’ ve
not fought withfor along, longtime? Areyoucomfortablewith peoplebecause
they allow youto behavein certainways? Likeajerk, for example? Would
youwant to beinafoxholewiththese people? Onemeasure of camaraderie
iswhat happensafter ameetingisover and afew stragglerstalk about what just
happened. If thechatter isnegative, there’ sadisconnect brewing between
those who lead meetings and those who attend them. If the negativity is
entertai ning enough, thenumber of stragglerswill grow over timetothepoint
where peopleattend themeeting just for theafter-meeting chatter, theenter-
tainment. Badsign. There’ salsothe” Scotty, beammeup” syndrome. How
many timeshavesenior peopleinyour company sai d unbelievably bizarrethings
only to havetheaudiencenod approvingly? Very bad sign.

Thereally hard part about all of thisisus. Welike or dislike, respect or
disrespect | otsof people—hell, everyone—based onasuiteof biasesthat define
who we are (and who we wannabe). Fortunately and unfortunately, the
collection of thesebiasesdefinesacorporateculture. Sometimesthebiasesare
healthy, but oftenthey’ renot. The problemsonWall Street, inboard rooms
and among senior management teamsoften stemfrom personal and organiza-
tional biases. How many timeshaveyou deliberately hired asenior executive
whoyouknow |looksat theworld completely differently than youdo? How
many times have you asked your team to think-outside-the-box and really
meantit? Haveyouinstitutionalizeda“ devil’ sadvocate’ roleinyour company?
People seek comfort zonesno matter how much money and power they have.

Here swhat | think. Youtell meif it’ sprofound (or not).

If welikeourselves—evenif only superficially —wesurround ourselveswith
peoplelikeus. If our “team” istoo diverse we get nervous. Wework with
certain peoplebecausewehaveto, not because wehave open mindsabout the
potential quality of their contributions. If we' remale, weresent femaleand
other explicitorimplicit quotas. If we' refemale, we' reawayslookingfor the
glassceiling. There saweak correlation between the peoplewelike most
(notethat | didn’t say r espect most) in our companiesandtheir professional
contributionstothecompany’ shealthandwelfare, andif youdon’'tbelievethis
thenyou’ reanything but objective. Therearelotsof peoplebetter qualifiedfor
key positionsinyour company: youjust don’t know any of them—or if youdo,
youdon'’tlikethemasmuchasyoulikethecomfortableincumbents. If you' ve
beenworkingwithalargenumber of people”for years’ your organizationis
under-achieving.
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Thenumber of peopleinyour company that arereally smart about your vertical
businessprocessesisvery small, sosmall infact that yousinglethemoutas*high
potentials’ (whileimplicitly informingall theothersthat they are*low” —or have
“no” —potential). Thenumber of peopleinyour company that arereally smart
about computing and communi cationstechnol ogy isalsovery small —probably
smaller than the number of smart business professionalsyou have. Why?
Because the pace of technology change has been faster than the pace of
business change. The number of peoplethat are smart about your vertical
industry and technol ogy —andinyour company —isminiscul e.

Thebuddy system—an old constrai nt —hasbeen around since peopl e began
tocongregate. It’ snaiveto assumethat we could break such an embedded
pattern. We' retaught sel ectivity insports, fraternities, sororities, professional
associations, political partiesand evenour churches. Welearnall thisearly and
often. Aspectsof biasareuseful, such astheloyalty and teamwork that it
generates. Butwhenit comesto corporate performanceweneedto makemore
objectiveassessmentsof what our coll eaguescan and cannot do—and, aswe' ||
discussin amoment —whether or not they’ re jerks. Businesstechnology
convergenceiscomplicated and dynamic. We haveto be careful withthe
peopledecisionswemakearound collaboration and integration.

Alittlereality: all of usknow that evenif wehad morebrilliant well-adjusted
professionalsthanidiotsandjerksinour companies, we' dstill bestuck witha
fairly largepercentageof our workforce. How come? Well, it’ stheway of the
world. It’sreally hard tofire peoplewith defacto“tenure” or peoplewe’ ve
knownfor lotsof years. Why doyouthink boardsliketofireunder-performing
CEQOs? Thenew management team hasnoloyalty totheoldregime. It can
pursue whatever variation of scorched earth restructuring it wants. But if
there’ snowhol esalechangeat thetop, we haveto makeduewiththemiddle
and bottomwehave. Thismeansthat seriousattention should bepaidtohow
weget themost of thelittlewehavetowork with. After youfigureout what
you’' vegot back at theranch, you canwork around the constraints.

Sowheredoesall thisleaveyou? Am| accusing everyoneof biasand vested
self-interest? Dol believethat noone’ scapabl e of hiringand nurturing smart
people? Of coursenot, at least not completely. 1 wouldargue, however, that
it’ sactually getting easier to devel op collaborativestrategiesbut much, much
tougher toexecutethem. Theold constraintsarestill with usbut execution
complexity hasincreased consider ably. Itall startswith theamount and
quality of human capital at your disposal.
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How’'s The Team — Really?

Here ssomethingtoget you started. Takealook at thematrix in Figure34 and
thenlocateyour people. How badisit?

Let’shavesomefunwiththecube. If you havelotsof smart peoplewithno
energy or ambition, you haveaproblem (unlessyou’ reinavertical industry that
rewardsinactivity). Butit’ sactually moredangerousif youhavedumb people
withtonsof energy and ambition. Themilitary hasknownfor centuriesthat
officerscan besmart and arrogant, but never arrogant and stupid.

Clearly, thegoal isabunch of smart, energetic and appropriatel y ambitious
professionalseachwithaset of known strengthsand weaknesses. Knownis
thekey word here. If you know what peopledo well and poorly thenyou can
assemblesuccessful teams. If youdon’t—or theindividualsdon’t seetheir
strengthsand weaknesses—you'’ || spendlotsof timefixing dysfunctional teams.

But what doessmart mean?

Figure 35 presentsat | east threekindsof knowledgewhich, of course, needto
beintegrated. Generic, structured knowledgeincludesfacts, concepts, prin-
ciplesandformulaethat describewhat thingsareand how they work. Finance

Figure 34. The people placer
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Figure 35. Integrated knowledge

Integration

Generic,
Structured
Knowledge

Company
Specific
Knowledge

isagood generic, structuredfield. Computer Scienceisanother one. College
students major in these fields. Industry-specific knowledge comes from
different sources. A littlecomesfrom collegesand universities, but most of it
comesfromon-the-job experience, trainingandindustry certifications. Com-
pany specific knowledge comes from time spent in the trenches of your
particular corporate domain. We often place great value in institutional
memory, but be careful about how easily distorted such memory becomes.
Peoplewith political agendasareterrificat re-writing history tomatchtheir
current vestedinterests. (Inlargeorganizations, company-specificknowledge
oftenincludesmapsthat describewherethebodiesareburied.)

Andwhat about the other membersof your team? Suppliers? Partners? Even
customers? What do they know? Lots of our efforts to collaborate and
integratewill depend upontheintelligence, energy and commitment of our
employees, suppliersandvendors. What if they’ re* low potential” ? Serioudly,
how goodisthewholeteam? Just asyou need to assessyour employeesyou
also need to assess the strengths and weaknesses of your collaborative
network. If youfind someseriousproblemsyou needtofix them. Sometimes
you canfix problemswith anew collaborativeprocessor apieceof integrated
technology. Sometimes the problems are more fundamental and specific
peopleneed to bereplaced.

Whenwetalk about “ smart,” we' retal king about depthinthethreeknowledge
classesaswell astheability tointegratethemintoinsights, inferencesand
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Figure 36. Knowledge » intelligence, energy and ambition
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decisions—all suggested by Figure36. But“intelligence” isfed by integrated
knowledge combined withraw intell ectual horsepower. Energy and ambition
aremeasuredindependently. Haveyou ever tried to measurethem?

OK, timetotak candidly about people. Someof your peoplearereally smart
and some are not. Some work at understanding existing and emerging
collaborative business and technol ogy integration trends, and somedon’t.
Someevenwork atincreasingtheir natural energy levels, but mostdon’t. And
somework to compensatefor their weaknessesby leadingwiththeir strengths.

Somewant your job. Someareclueless. Someareevil. Somearesweet. Some
gotwherethey aremysteriously; somereally earnedit. Whoarethe* keepers’ ?

If you’ reinchargeof thiszoo you need alargebag of tricks—andthewill to
frequently reachintoitfor just theright one. There snottoomuchyoucando
about raw horsepower: we' rebornwiththebasics. Butthere’ salotyoucan
doabout theavailability andinsertion of knowledge, especially industry —and
firm-specificknowledge. Givenwhat we' vealready discussed, here’ sashort
list of knowledgethat would begood to command:

Generic Structured Knowledge

»  Solidbasicknowledgeabout business, management, finance, accounting,
marketing, technology, andall of theareasthat enabletheacquisitionand
application of morespecific (industry and company) knowledge.
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Industry Specific Knowledge

*  Collaboration requiresknowledgeabout theinter-connected market-
placeandinter-networked companies, knowledge about what happens
insideand outside of companies, and thecollaborative mindset.

*  Customization and Per sonalization demandsknowl|edgeabout mass
personalization, behavioral modelsto correl ateonlineand of f-linebehav-
iors, wirelesspersonalization and personal and professional CRM, among
other related areas.

*  Supply Chain Management means knowledge that includes supply
chain concepts, modelsandtools. Integrated supply chain management
(by vertical industry) would be a central focus here along with the
technologies that enable supply chain management as well as SCM
standards, technol ogies (such asexchanges), and some of theleading
SCM platforms.

e Automation calsfor knowledgeaboutintelligent systemstechnology and
theapplication of that technol ogy to personal and professional automated
transaction processing, monitoring, e-billing, andthelike, including meth-
ods(neural nets, fuzzy logic, expert systems) and how these methodol o-
giescan beembeddedintoolsand applications.

*  Optimization demandsknowledgethat |ooksat major technology and
business processes and how they can be optimized with a variety of
models, tools and technologies as well as the need for integration,
interoperability and synchronization and how optimization becomesthe
nexusfor productivity and profitability. Optimizationconcepts, models,
tool sand technol ogi es can be applied to technol ogy performance (net-
work optimization, for example) and business process performance
(applicationsdesign and devel opment, trai ning, customer acquisition,
etc.).

* Applications Architectures requires knowledge that looks at how
mainframe(singletier), client-server (2tier) and I nternet/ Intranet (3tier
—>ntier) applicationshave changed and what thetrade-offsamong the
architectures(definedaroundflexibility, scalability, reliability, etc.) are.

*  Messagingand Wor kflow includesknowledgethat examinestheplat-
formsthat support all varietiesof communicationand how communica-
tionstechnol ogy enabl escommuni cationand transactionsamong employ-
ees, customersand suppliersinsideand outsideof thecorporatefirewall.
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Database M anagement and Analysiscallsfor knowledgethat posi-
tionsdata, information, knowledgeand content—of all varieties(static,
dynamic, text, video, etc.) —and how it can bemanaged for alternative
purposes, aswell asdata, knowledgeand content management platforms,
next generation database management applications (especial ly object
oriented DBM Ss).

I ntegrationand | nter oper ability callsfor knowledgethat describesthe
technical requirementsfor making disparate, incompatibleapplications,
standards, data, platforms and architectures communicate with one
another, whilefocusing onenterpriseapplicationsintegration (EAI) and
Internet applicationsintegration (I1Al), wrapper/gluetechnologieslike
XML, aswell asmoreconventional middleware. Theknowledgeshould
focusontheneedfor—and objectivesof —integration andinteroperability
includingcross-salling, up-selling, customer service, aliancebuilding, etc.

BusinessTechnology M etricsdependsupon knowledge designedto
introduce professionals to ROI, EVA, TCO (and other) models for
assessi ng busi nesstechnol ogy effectiveness. Businesscasedevel opment
and duediligenceshould alsobeincluded here.

Security and Privacy call sfor knowledgethat examinesthe concepts,
model s, tool sand technol ogi esthat enabl esecurity architectures, authen-
ti cation, authori zati on, admini stration and busi nessresumption planning.
Thetechnologieswouldincludeencryption, biometrics, PK1 and smart
cards, among others.

Business Analytics cannot be done without knowledge about the
processes and technologies that yield insight from sales, marketing,
customer service, finance, accounting, technology infrastructureand
competitor data, aswell asknowledgeabout theformsthat suchanalyses
cantake.

Pr oj ect and Pr ogr am M anagement requiresknowledgeabout project
management processes, methodsand toolsaswell asprogram manage-
ment processes, methodsandtools. Therangeof areaswouldinclude
several varietiesof businesstechnol ogy project management and several
varietiesof program management i ncluding busi nesstechnol ogy acquisi-
tion strategi es, managing outsourcing, servicelevel agreements, etc.

Partner M anagement callsfor knowledgethat includesapproaches,
methodsandtool sfor managing rel ationshipswithdistributors, re-sellers,
serviceproviders, etc.
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*  Regulatory Trendscannot beanalyzed without knowledgeabout regu-
lationsandregulatory trendsin specificindustriesand hit listsfor tracking
legidationthat couldsignificantly impact businesspolicies, processesand
procedures.

* BusinessTechnology Acquisition Strategiescall for knowledgethat
examinesall aspectsof thetechnol ogy procurement and support process,
including especially in-sourcing, co-sourcingand outsourcing.

*  Professional Communicationsincludesknowledgethat hel pspeople
understand the form and content of professional written and verbal
communicationsespecialy asitinvol vesthecommunication of business
technology.

*  Manufacturingdependsuponknowledgeabout your industry’ smanu-
facturing processesand technol ogies.

»  Distribution dependsuponknowledgeabout theindustry’ sdistribution
practices.

»  Serviceentailsknowledgeabout theindustry’ sapproachto customer
service.

* Business €->Technology Convergence Strategy requires indus-
try-specific knowledge that examines methods for developing and
assessing businesstechnol ogy strategi esin specificand converging verti-
cal industries. Someof themodel sand methodsthat would beincluded
arescenario planning, decisionmodeling and aternativefuturesdevel op-
ment. Thesemethodswouldthenbelinkedtomajor technology invest-
ment decisionsaround applications, communications, data, etc. Such
knowledgewoul d hel p professional sunderstandtherel ationship between
vertical collaborativebusinessstrategiesand integrated computing and
communicationstechnol ogy.

Company-Specific Knowledge

 Business <> Technology Convergence Strategy calls for com-
pany-specific knowledgethat examines methodsfor devel oping and
assessing coll aborative/integrated busi nesstechnol ogy strategiesinyour
company, including knowledgeabout thecurrent scenariothat’ sdriving
your collaborativebusi nessstrategy and theplanfor integrating computing
and communicationstechnology inyour company. Thisknowledgeisyour
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corporatemantra, your raisond’ etre: all of your employeesshoulddrink
fromthisfirehose.

* AlternativeBusinessTechnology Scenariosrequireknowledgeabout
competing scenariostoyour primary one, aswell asthescenariosfor your
conventional and unconventional competitors.

*  Mission and Valuesdemandsknowledgeabout your company’ score
missionandthevaluestowhichit subscribes.

e Competitor I ntelligencedependsupon knowledgeabout specificcom-
petitorsincludinginformationabout their sales, marketing, profitability,
strategy, etc.

* Policies, Proceduresand Disciplineneedsknowledge about theway
your company operates, how it’ sorganized, how it makesdecisions, how
itrewardsand punishespeopl e, how it deal swith supplier, customersand
partners,whatitlikesand disikes, andinsightsintoits” personality.” Note
that thisisvery tricky knowledgeto createand communicate. Atthesame
time, there’ sno moreimportant knowledgefor employeesto have.

* Relationships depend upon knowledge about the relationships the
company haswithitssuppliers, customers, partners, benefit providers,
etc.

e Culturerequiresknowledgeabout how your mission, values, policies,
proceduresand disciplinetogether compriseyour cultureincluding“ sto-
ries’ of thecompany’ sgreatest successesandfailures.

How much do your people know about this stuff? When we talk about
educationandtraining, thisistherangeof knowledgeyouwant your peopleto
have.

Now let’ stalk about the*“jerk factor.”

If you’' renewtoanorganization—as|’ vebeen severa timesinmy career —after
aweek or so of “observation” you begintomakemental lists. Oneof themis
alist of thepeoplewho aresofar over thetopthat you findyourself slipping
intoastateof buyer’ sremorse, wondering how you could havebeen so stupid
toaccept thenew position. (Truestory: oneof theorganizationsl joined - to
which| wasaconsultant—offered meaterrific position, which | accepted. After
aweek or soonthejobthepeoplewithwhich| consulted stopped meto note,
“Wethought youweresmart, but clearly you'renot ... if youwere, youwould
never have accepted our offer.”) People of course fall into all sorts of
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categories. Some are hopelessly rude and arrogant. What do we do about
these people(that havebuddiesjust likethemall over theplace)? What dowe
do about peopl ethat disrupt and undermine? Peoplethat complainall of the
time? Peopl ethat have nothingto offer but bitterness, anger andjeal ousy?

Peopl e can be smart, ambitiousand energetic, but al so arrogant and caustic.
Who do you want on your staff? To whom do you entrust major business
technology initiatives? How doyou makethetrade-offs?

When compani esare making | otsof money, people (and companies) suffer
foolsamazingly well, but whentimesget tough tempersand patience grow
short. Whentimesaregood you shouldfindwhat thejerksdo best andisolate
them accordingly. When timesget tough you should prunethem fromyour
organization. Ask your high performerswho they avoid and why they avoid
thesepeople. A consensusof opinionusually representsreality. Gowithit.

Thefinal wordisethics. | haveawaystold my clientsand studentsthat ethical
behavior isnot alwaysan optimal short-term courseof action, butit’ salways
along-term optimization strategy. Inshort, good ethicsisgood business,
especially if youintendto stay inbusiness. We' vealready established that
customer rel ationship management isaprocessbeforeit’ satechnology. It's

Figure 37. Smart productive jerks?
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hardtoimaginethat companieswould not aspireto ethical CRM —especially
if they want to keeptheir customers! Do companiesspin storiesabout their
productsand services? Of course, that’ snormal —and builtinto consumer
perceptionsof value. Butthereareethical linesthat should not becrossed. Part
of your due diligence on especially senior people should focus on their
character. Why so much attention on the senior people? Becausethe senior
folksset theethical tonefor thecompany. If junior peopleseetheir leaders
behavingunethically, many of themwill follow suit, thinkingthatimitationisthe
sincerest formof flattery (andthereforeapathto* success’ inthecompany).
Pretty soon—after theethical employeeshaveleft thecompany —all that’ sleft
isunethical |eadership supported by unethical managersand worker bees, and
abunch of other peopletoo cowardly to either speak up or leave. Terrific.

Stay Sharp

Another thing to keep in mind: the pace of business technology changeis
generating requirementsfaster than employersand empl oyeescan satisfy them.
Thisisstressing*learning organizations’ tothepoint wherethey havetoinvest
inseriouseducationandtraining programsfor their employees. “ Corporate
Universities’” arespringingupall over theplaceandthenumber of new content
titlesisgrowing by leapsand bounds. All of thiseffort, however, must be
targeted at coherent strategies. If they’renot, then all of thework to keep
empl oyeescurrent may bemisdirected: training requirementsshouldbederived
from collaborative businesstechnol ogy strategiesand tactics—not the other
way around.

Remember the discussionswe had about “ core competency” ? Let’ sthink
about itintermsof businesstechnology convergence. Shoulditbeonthelist?
| sanybody there? Of course. Businesstechnol ogy convergenceshouldbeone
of thetop three competenciesinyour company.

Thisisn't thefirst time you’ ve assessed your core and non-core business
modelsand processes. Y ou’ ve assessed them to determinestrategi ctechnol -
ogy investmentsand to determinehow much outsourcing you should consider.
Thiscontinuouscore/non-coreassessment should now yield someinsightinto
what skill sets you need and how to acquire them through education and
training.

If youhaven’t outsourced|otsof businesstechnology, you have someserious
training (and education) requirementsto satisfy. Evenif you’ veoutsourced
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somework, you' |l still haveto keep your businesstechnol ogy professionals
current. 1f you have lots of business technologists, then you’ ve probably
institutionalized acontinuoustrai ning process—and hopefully you’ remeasuring
itseffectiveness.

But there might be problemswith your strategy. First, let’ smake surethat
we' retalking about the samethings. Y our employees need to understand
collaborationtrendsaswell asthetechnology trendsthat will enablecollabo-
ration. They alsoneedto understand the principlesaroundwhichkey business
technol ogy decisionsshouldbemade. Principles, yousay? Y es. Because
whileyou cantrain peopleto perform specific, even complicated, tasks, you
cannot trainthemtothink creatively withinformed perspective. Or canyou?

New hiresget coursesabout your industry, your company andtechnology. If
youstill developlotsof applications(for whatever inexplicablereasons) you
probably already have coursesin systemsanalysisand softwareengineering
(your corecompetency assessment will haveidentified such coursesascoreto
your continuouslearningtechnol ogy requirements). It simportant that learning
be continuousand current—solong asthecontentisright.

Theabovelist of knowledgeareas should driveyour education and training
strategy. Y ou should especially offer coursesinindustry- and company-
specificknowledgeareas. If youtreat your knowledgeinvestmentsin people
aslong-term, thenyou should offer educational benefitsaswell asthemore
obvioustrainingones. If youdon’t offer educational benefits, your employees
will assumethat you’ rethinking about them as short-term assets—and plan
accordingly.

Thedelivery of content —and theinfrastructurenecessary to do so—must be
specified. Whileface-to-facecontent delivery alwaysmakessense, thereare
timeswhen someflavorsof distanceeducation also makesense. Face-to-face

Figure 38: Knowledge delivery options

Same Times Different Times
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delivery obviously requiresaninstructor, spaceandtransportation. All of the
other model srequiresomedelivery technology and atechnology infrastructure
tosupport continuouslearning. (But remember all youreally needisaccessto
hosted content. Y ou don’ t need to host and managel earning content yourself.)

Takealook at Figure 38 —it presentsyour options.

What Makes Sense?

Face-to-face (FTF) delivery has advantages — and disadvantages. Some
knowledgeisbest communicated FTF, while somecan delivered over net-
works. Thereal decisioniswhat todeliver synchronously andwhat todeliver
asynchronoudly.

Somerulesof thumb. When“answers’ arejudgmental, FTFisbest. When
cases need interpretation, when strategies are gray and when arguments
enhancelearning, it’ sbetter to have humansinthesameroom. But whenthe
material sareunambiguousand predictable—morefactual thaninterpretive—
distributed asynchronouslearningisjust fine. Useyour judgment: knowledge
canbedeliveredin several waysand sometimesevenredundantly.

Inorder to support continuouslearningyou'’ |1 haveto createor buy contentin
theright knowledgeareas. Y oucandothisin-houseor outsourceit. Y oucan
make arrangementswith training companies, universitiesand educational
consortia, and connect instructorswith studentsregardl essof their location or

Figure 39. Collaborative learning network
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mobility patterns. Therearelotsof content providerswhowouldbewillingto
work closely withyouto devel op customknowledge. Asynchronouslearning
networkscan bedevel oped very quickly. Look at Figure 39to seehow these
thingscan beconfigured.

Theaboveknowledgelistisasnapshot of what’ srelevanttoday. There’sno
guestionthat thelistwill change. Ideally, you’ Il find acontent provider with
which you can work closely — and a reliable stable of online and FTF
instructors.

They’'re Alive, They’'re Alivel

Whoareyoulookingfor? If you buy thecollaboration/integration arguments
weremaking here, thenyou need peoplewho understand thesetrends—smart
peoplewho arehousebroken. Y ou can also evolvethem.

Let’sstart withthesearch. Networkingisthebest way tofindtheright people,
especially if your corporatecultureisconsi stent and saneenoughtosustainan
image that translates into opportunity for bona fide business technol ogy
professionalsor professionalswith potential. (If your company y hasabad
reputationyou need tofix that problem before going out therewith ahappy
face.)

| recommend athree-pronged strategy (I alwayswantedtosay that). First,1’d
directly connect withlocal, regional and national universities. Here'show|’'d
optimizetheserel ationships:

*  Volunteertowork withfaculty and administratorson curriculumcontent:
for every coursewith meaningful content you canreduceyour knowledge
requirementsproportionately. Community collegesandfour-year col-
legesand universitieswouldloveto hear fromyou. Really. OK, some
faculty reactbadlyto“hi ... we' refromindustry andwe' reheretohelp,”
but someothers—theoneswhoreally careabout connectingtheir teaching
and research to the real world will welcome you with open arms
(especially sincethey’ 1 also expect you havedeep pocketsfor funding
their appliedresearchand curriculumreform). Theway youmanagethis
relationshipisthrough contact that’ sproactive. Throw ideasout for their
consideration. Develop new courseideas, new waysto teach applied
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content, and offer access to your companies for field trips, faculty
sabbatical sand—especially —internships.

*  Internshipprogramsarethemost efficient “try-before-you-buy” recruit-
ment methodsout there. Why wouldn’t you haveone? Y ou get to hand-
pick collegeanduniversity juniorsand seniors, pay themrelatively little
(and sometimesevennothing), and assesstheir abilitiesonthejob, inyour
ownhouse. What’ snot tolikeabout thisrecruiting approach? Helplocal
andregional universitiesdevel opinternship programstargeted at placing
peopleincompanieslikeyours—especially after you’ veinfluencedthe
curriculum. Thisone’' sano-brainer.

*  Connectwithfaculty interested inappliedwork. Many professorsare
really smart about thenew tool sand techniquesaswell astrendsinyour
vertical industries. It’ stheirjobtothink about thisstuff. Tapintotheir
brainswith consulting contracts(they’ re cheaper thanthecommercial
people) and sabbatical opportunities. Thesamefaculty canasotell you
whothebest studentsare.

Next, I’ ddevelopahuman capital intelligenceoper ation designedtofind
and seduceyour competitor’ sbest people. I’ ddothisbecausetheir level of
genericandindustry specificknowledgeisalready highand chancesarethey’d
integrateeasily intoyour company. But what about professional ethics? Well,
I’ m not suggesting that you plant lipstick camerasall over your competitor’s
offices, but | am suggestingthat you build adatabase of your competitors' best
peopleand contact them fromtimeto timeabout the possibility of movingto
your company. Thisisareally efficient way torecruit, since most of these
peoplecan hittheground runningwherever they land.

Third, I’d recruit through my vendor relationships. |I’d watch the people
working on your projects and when you spot some really good ones, I'd
approach them about movingtotheother sideof theoutsourcingrelationship.
Turnsout that lotsof these peoplewouldliketo moveto stableenvironments,
especiallyinsituationswherethey’ rerequiredtotravel only afewtimesayear.
Thisisnotraiding: it’ snatural market evolution. Consulting companiesin
particular oftenlikeit whentheir semi-senior peopleleave, sincethey getto
replacethem with cheaper people(who generatehigher margins). Vertical
companiesalsoliketobringconsultantsintowork directly for them. They often
bring new waysof thinking about old problemsand whilemany of theproblems
arepersistent andto anextent unsolvable, they still likenew perspectives—that
they think they can get from career consultants.
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Why no “conventional” recruiting? Becauseit’ sexpensiveand unlikely —
compared with the other methods—toyield theright results. Look, you're
shakingtreestoseewhat fallsout. I’ msuggesting that you shaketheright ones
at the right time. Going to trade fairs and trolling in newspapers and
professional journalsand magazinesareterrificwaystotell theworldyou're
hiring peopl e, but awful waystofind peoplewiththeright knowledgeprofiles.
If you havepeopletraveling around looking for people, pull them back tothe
ranch, reassignthemto other recruiting methods, or reduceyour overall salary
expense by pushingthemtotheother sideof therecruitingriver.

Inadditiontotheknowledge/intelligence/ambition/energy filters, I’ dal soapply
thejerk and character filterseach and every timel think I'minlovewitha
prospectiveemployee. Everyoneknowsthat personalitiesexplainaton of
productivity, especially inoutwardfacing businesses. Avoidrude, goofy, nasty
people. They’ll wreak havocinyour companies(asif youdidn’t already know
this). A healthy amount of your candidate duediligence should alwaysfocus
onpersonality.

How About Growth Hor mones?

Theproblemwithgrowing peoplefor thelonghaul isthatit’ sunlikely they’ Il be
with you for the long haul. Why isthis? Because over the past couple of
decades, we' vecreated theexpectation that peoplewill havemultiplecareers
andwill spendthreetofiveyearswithindividua companiesbeforemovingon.
Thiscomplicatestheallocation of human capital tohuman capital. Recruiting
peoplewithdeepindustry experiencea waysmakessense, especiadlyif ittakes
acoupleof yearstotrainnovicesupto speed. Theidea employeeissomeone
who has generic, structured knowledge, industry-specific knowledge and
experienceandtheability tolearn your company’ spoliciesand procedures
quickly. Ohyeah, andthey should benice, too.

A word about looking way beyond the border for employees: desperation
correlateswithdistance. If youfindyourself lookingtoimporttalentfroma
coupleof continentsaway, thenyou'’ relookingtoofar fromhome, way toofar.
Why dol say this? Isit becausetherearen’t smart peopleinIndia, Russiaor
Korea? Of coursenot! Someof thesmartest peopleintheworldarefromthese
and other countries. Sowhy not tap into these human capital markets? The
answer issimple: overhead and hassle. It takeslotsof timeand effortto make
itwork rightandwhenit doesyou still havetoinvest heavily intraining about
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your vertical industry and company. Inother words, you canimport generic
structuredknowledge, butit’ srelatively hardtoimport peoplewho can hitthe
ground runninginyour industry and your company. Obviously therearelabor
shortagesin somegenericknowledgeareas, likecomputer science, andit can
make sensetorecruit peoplefromwherever tofill these positions, because
genericskillsaretransportable. Butif your requirementsareindustry- and
company-specific, thenyou shouldrecruit closer tohome.

Keepers

Whatever happened to mentoring? | don’t mean the casual bonding that
sometimesoccursbetween newer and ol der empl oyees, but formal mentoring
programsdesi gnedto accel eratethe company-specificknowledgeacquisition
and communication process. WWhennew peoplecomeintoanorganizationthey
should begivenaweek tofind amentor to not only show themtheproverbial
ropes, but to helpthem plantheir careersinthecompany. Mentorsshould be
assigned towork with new hiresfor what equatesto aday aweek, for at | east
several months. After that, the mentoring should continuefor aslongasthe
employeeand mentor arewiththecompany, or until therelationship needsto
bechanged becauseof thetrajectoriesof either career. A day amonthforlife
soundsabout right.

Mentoring islike continuous orientation. It increasesthe probability of a
successful employee/company match andthereforehel pswithretention—and
succession. Theworst thing that can happenisto spend | otsof timeand money
recruiting peoplethat |eave beforethey makeany useful contributionstoyour
company becausethey werelost somewhereintheshuffle. Formal mentoring
isgood business, andinorder tomakeitwork, positiveand negativeincentives
should beused to maketheprogramsviable.

What incentivesdo you useto keep good people? And how doyou usethem
to send theright messagesto the peopleyou don’t want to keep? Thereare
lotsof argumentshere. Somethink that thequintessential incentiveismoney,
that nomatter what el seyou offer therebetter beenough cash (invariousforms)
topleaseyour star performers. There' salot of wisdom here. Peopleneedto
buy food, educatetheir kidsand pay off their homes. Onething’ sfor sure. If
you underpay your top performers, youwill losethem. Wecanargueforever
about how muchisenough, butif youdon't pay ityou’ I losepeople(tothe
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competitor that hasadatabase of your good people). Soyou havetofindthe
right number and stay just aboveit for aslongasyouwant to keepthemonthe
job.

But money’ snot the only incentive. Increasingly, evidence suggeststhat
environmentsthat respect their employeesand offer themtheright learning
opportunitieskeeptheir employees. Trust resultsfromamutually respectful
and beneficial relationship between employer and employee. Profound, huh?
Actually, whileweall pay lip serviceto platitudeslikethis, they dokeep us
bal anced —especially when meritocraciesloseto golf handicaps.! What does
this mean? If there’'s one aspect of a corporate culture that demoralizes
employeesat all levels, it’ stheperception (whichistoofrequently reality) that
factorsother than merit determinerewards. Y ou’'veseenitand|’ veseenit.
Frat boys, sorority sistersand golfing buddieswho areanything but brilliant get
promoted and rich because of whothey know, not what they know or how they
perform. Whenthiskind of reward structureexists, it infectsorgani zationsat
al levels. Peoplebecomecynical, angry and disenfranchisedwhenthey believe
that nomatter how hardthey work, how right they areor how well they perform,
they won’t beappropriately rewarded. Sowhat happenswhengolf handicaps
drivewealth creation? Several things. First, giventhemessagethat’ ssentloud
and clear tothetroops, theget-a ong-go-along culturewill reduceyour overall
competency tomediocrity. Many of your employees, inother words, will adapt
totherulesof thegamethat the buddy system playsby. They won’trock the
boat, think outsidethebox, or —Godforbid—challengeauthority, becausethey
understandthat if they pissoff theruling boys—or gals—they’ Il never get rich.
Sothey beginto spend moretimeworkingontheir rel ationshipswiththeruling
elitethanwith customers, suppliersor partners. Theobviousresult hereisthat
businesssuffers. Next, thestar performerswhoreally want toimprovethe
business—andwho areuncomfortablewithgood* ol boy/gal rules—leaveyour
company towork for oneof your competitors(who may or may not play by the
samerules). Third, thecompany will eventually collapseunder theweight of
theserulesif they continuetogrow innumber and complexity or if they spinout
of control into what we’ verecently seen in the form of corporate anarchy,
arroganceandirresponsibility.

L ook, youknow what I’ mtalking about here. If you stay closer to meritocracy
thanother reward structures, you'll createacul turethat peoplewanttojoinand
where good peoplewant to stay.

Sowhat aretheincentivesthat work? Here' salist of winners:
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*  Published compensation scal estied to specific performancemetrics.
*  Highly competitivebenefitsincludingflexibleretirement accounts.

*  Opportunitiestoassumemoreresponsi bility withauthority.

e Opportunitiestolearnnew things.

*  Rewardsbased on merit.

*  Mentoring.

o Sabbaticals.

Sabbaticals? Y oubet. Whenkey peoplework really hardfor alongtimewith
consi stently impressiveresults, youneedtooccasionally givethemarest. Isthis
that complicated? L ook at thecompaniesthat offer sabbati cal sand seewhat
kind of loyalty they generate.

Ambiguity isbad. Specificityisgood. If you’ retryingtobuildameritocracy you
needtowritedownwhat it takesto succeed and stick it onyour Intranet for
everyoneto see. Employeesneed to know precisely what the organization
expectsthemtodoand how well it expectsthemto perform, andwhat it will
givethemwhenthey performwell. Thisrequiressomeplanning, communication
andthedreaded performancereview.

Performancereviewshavebeenaroundfor along, longtime. They aresome
of themost political processesinyour company. Someof your employeesare
so good at gaming reviewsthat actual performance haslittleto dowith an
employee’ sassessment. Inhighly political organizations, peoplespendal ot of
timefiguring out how to gameperformancereviews. Inmeritocracies, people
spend timeorgani zing and presenting performanceevidence.

How should youdothis? First, publish the processand the outcomes, which
rangefrom promotions, raises, bonuses, new responsibility, demotionsand
dismissals. Eachyear employeesshould participateinthe devel opment of
performance objectiveswhich should beused at theend of theyear to assess
how well theobjectivesweremet. Theemployee' simmediatesupervisor along
withatwo person*independent” board shouldbeinvolvedinthereview. Am
| crazy? Am | suggesting that we get people to agree on what they should
accomplishduringtheyear andthenreview their progress? That three people
candothis® objectively”? If theculturesupportsall this, theanswer isyes. But
if itdoesn’t, forget aboutit.
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Business Technology
People Convergence

It salwaysabout people. Somepeople—perhapsyou—think that all youhave
todoisgetthe” peoplepart” right andtherest will takecareof itself. There's
alot of wisdomthere. Certainly theconverseistrue—several nasty idiots—
especially inhigh places—canruinacompany. Unfortunately, it usually takes
along time, during which a perhaps once healthy culture is tortured into
submission by corporate sadists.

Thebusinesstechnol ogy convergencepeopl e pieceisespecially complicated
becauseof thevery different personal and professional placesbusinessand
technol ogy professionalscomefrom: becauseof their disciplinesand experi-
ence, they often seetheworld quitedifferently. Onefield’ sbest practicesare
another’ sgoofy elixirs. What todo? AswediscussedinChapter V, thefirst
stepistotear downthewallsaround professional practices, andintegrate—and
then converge—as many of them aspossible (whichiswhy, for example, |
recommend killing off the “CIO” and “CTO” titlesin favor of enabling
responsi bilitiesthat convergewith collaborationand support responsibilities).

Aswithbusinesstechnol ogy management, heretootheessential requirementis
discipline. Whileit’ simportant toknow about different kindsof knowledgeand
totrack learning requirementsinyour industry, it’ smuch moreimportant to
erect high gatesaround your company —gatesdesigned to keep nasty, stupid,
arrogant, obnoxiouspeopleout. If your screening disciplinebreaksdown,
you'll inject yourself withinfectiousagentsthat will eventually kill your culture
and perhapseventhecompany.

Knowledge, intelligence, experience, personality and character: fivethingsl
need to know about you — and everyone else in the company. These are
inviolate. Thescary exerciseistoreverseengineer your hiring over the past
coupleof yearswithreferencetothefivefilters.

Tenyearsago bus nesstechnol ogy |eadership coul d bedefined around desktop
operating system upgrades. Today that same project would probably require
|eadership around thedevel opment of theRFPand SL A necessary tooutsource
theactivity. Assupply chainscompress, |eadersarenecessary to optimizethe
busi nesstechnol ogy partnership.

Impact and influence are changing aswell. Inthe 1990sit was more than
enoughto report onasuccessful implementati on of aback-officeaccounting
system. Today theonly meaningful performance metricsarebusinessvalue
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metrics. Did the project increase our market share? Our profits? Areour
customershappier now that weinvestedin CRM?

Communicationsarechanging. Businesscasesmust now beinthelanguageof
business, not techno-speak.

Doesall of thismeanthat operational technology isunimportant? Of course
not. But businesstechnol ogy |eadershipisabout above-the-lineexcellence, not
below-the-line efficiencies — which are expected, just as compliance to
Sarbanes-Oxley isexpected.

Another way of thinking about 21% century |eadership challengesisto ask
yourself —andyour staff —if they think that thejobsthey’ reperforming today
will persistinto 2010. Inarecent survey | took among over 100 technology
professional sacrossthreecompanies(onepublic, oneprivateand onenot-for-
profit), not onedirector-level (or higher) technology professional believedthat
heor shewould bedoingthesamethingthey’ redoingtoday just fiveyearsfrom
now. If thisanecdotal dataiscorrect, we'll all havenew jobsby 2010. What
will they be?

Inthemidst of all thesechanges, what should businesstechnology “leaders’ do?
Among other things, they should:

*  BuildCollaborativeBusinessScenarios
*  Track(Only) Technology that Matters
e ldentify BusinessPainand Pleasure

*  OrganizeAdaptively

*  Managelnfrastructure

Communicate

“Market”

They dothesethingsbecausethey all —in oneway or another —connect them
seamlessly and holistically with the business models and processes that
determinecompetitivepositioning, market share, growth and profitability.

Businesstechnol ogy | eadersshoul d focuson businessmodel sand processes
beforethey focusontechnology infrastructureor applications. Macrobusiness
trendsshould occupy their time, trendslikee-business, customi zation, person-
alization, and supply chainplanningand management —all suggested by Figure
I11. Leadersget their companiesintheupper right hand corner of the cube.
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Scenario planning identifies the drivers of change, their velocity and the
confidence we have in their validity. Good scenarios also quantify the
uncertaintiesthat complicateplanning.

But what good scenarios really do is profile marketplaces and profitable
transactions. They alsoidentify constraints. They arecompassesthat influence
thedirectionthat strategicdecisionstake.

Businesstechnol ogy |eadersdevel op, packageand* sell” businessscenarios.
Theywork withthebusinesstoprofile* asis’ and—especialy —*tobe” business
modelsand processes. They becomechampionsof thescenario devel opment
process. They brand themsel vesasbusiness-model s-first-and-technol ogy-
heroes-second.

L eadersalso track technol ogy trends—especially trendsthat matter to the
business. Trendsthat matter includeall technol ogiesthat canimpact business,
not just technol ogy “ concepts’ or even® prototypes.” Examples? Thesemantic
Web-theintelligent Internet —isatremendously interesting concept —butit’'s
alongway fromimplementation. Real-timesynchronizationandreal-time
computing, generally, areal so fascinating conceptsbut, again, we' resome
yearsfromaway from productiveimplementation.

Utility computing, ontheother hand —thetechnol ogy acquisition and support
model that usestheel ectricity model to describeitspay-by-the-drink approach
totechnol ogy acquisition—isemerging asaprototypewith somepotential —
thoughit’ sway too early to commit toamajor investment inwhol etechnology
subscriptionmodels. Similarly, grid computingisshowing somepromise, asis
Web Services technology, thin clients and the newest voice recognition
technologies. Theseall bear watching solong asthey map onto thebusiness
scenariosthat thesamebusinesstechnol ogy |eadersdevel op.

L eadersal sotrack dominant technol ogy standards. Wouldyou haveinvested
heavily in Bluetooth wirel esscommunicationstechnol ogy two yearsago?
Wouldyou havedonethesameinWeb Servicesin 2001? Areyoutracking
service-oriented architectures, or haveyou already moved to event driven
architectures? Who’' swatching RFID standards? Leaders do a couple of
thingshere. First, they watchthestandardspower brokers. Canany of usdeny
theimpact that IBM’ sdecision to support Linux had ontheadoption of the
operating system? Wal-Mart will yield tremendous power over RFID stan-
dards(asit hasinthecollaborativeforecasting and repl enishment, inventory
and supply chainmanagement areas). Asthetechnol ogy industry continuesto
consolidate, thenumber of compani eswith standards-setting power isactually
shrinking, whichisgood newsfor leaderssearching for direction. Thesecond
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thing that leaders do is map thetrajectory of standards onto their business
scenarios. How will Wal-Mart-influenced RFID standardsaffect your busi-
ness? How will IBM’ ssupport of Linux changetheway your company thinks
about server OSs?

Business technology leaders should see the world through the eyes of the
business. They should speak thelanguageof business. But mostimportantly,
they shouldfocusonthepainthat businessmanagersfeel. Thereally good ones
keeparunninglist of themost difficult problems—thesharpest pain.

Businesspain comesinmany forms. Somecomesintheformof cost control,
suchasheadcount and overhead cost reduction. Other painrelief comesinthe
form of improved busi nessresponseand control, such asimproved manage-
ment effectiveness, employeeproductivity and supplier relations.

The search for business pleasure should also occupy aleader’ s time and
energy. Somepleasureincludesrevenuegeneration, up-selling, cross-selling,
organicgrowth, acquisitivegrowth and—of course—increased profit.

Thewhol epleasure/painexercisefocuseson businesssuccess. Itasofocuses
onwhat individual businessprofessionalswill personally find exciting—and
rewarding. Leadersunderstand what makespeopl eheroes, what theorgani-
zationvalues.

Figure40identifiesthreepathsinthealignment-to-partnershipjourney. We
haveto appreciate businesspain and pleasure, wehaveto becomemorethan
just credible, and we haveto define businessvalue around strategy. If you

Figure 40. Paths to business technology partnership

Pain > Pleasure

Alignmen‘l' Credibility > Influence Par“l'nership

Operations > Strategy
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understand these paths, you can definethe businesstechnol ogy relationship—
redefineit,infact.

L et’ sassumethat you understand wherethe businessfeel spain, and how it
would definepleasure. Remember that the businessexpectstechnology to
reduceitspain—amost alwaysdefined around cost reduction. Butit’smore
than that. Business managers also worry about their supply chains, their
competitors, their manufacturing, distributionand, of course, their margins.
Thetechnology agendaneedsto speak directly totheir pain points—which,
whenrelieved—canbecomesourcesof wideand deep pleasure. If youbecome
adispenser of pleasureasyoureducepain, your credibility will rise—whichwill
reveal the second pathto businesstechnology partnership.

Hopefully, whentechnol ogistswalk into aroom the businessmanagersdon’ t
run for cover or —worse —attack them mercilessly for their sins (network
crashes, Websitedebacles... youknow thedrill). Nirvanahereisinfluence
—definedintermsof how thebusi nessthinksabout how and wheretechnol ogy
can help. Does the business respect you enough to confide in you, to
commiseratewithyou, toinviteyouto brainstorm about itsstrategy? Who do
youdrink beer with?

If you' reinfluential, you can shape both operationsand strategy. If youget
operationsstraightened out, you can spend most of your time—withyour new
partners—thinking about competitiveadvantages, revenuesand profitability.
There sno better placetowork, no better way to spend your time. Leaders
seek thispartnership, thisinfluence.

Soif youachievethepartnership, what doyougiveup? A littlebit of yourself,
alittlebit of your technology experienceandalittlebit of your credibility with
your legacy technology peers. What’ sthat? Y es, becausetrue partnership
meansthat somepeopleget alittlelessof your timeandinterest thanthey used
to, that you should probably nolonger play cardswiththedatacenter crowd,
andthat you’ Il havetostartreadingall new tradepublications. Y ou' Il alsohave
to buy somenew suits.

L otsof companiesaredecentralized thesedays, thoughthenumber that arere-
centralizingisincreasing. Theessenceof thecentralization/de-centralization
dancespinsaround valueof shared services. Butit’salso about disciplineand
governance. Many companieshavehad adifficult timestandardizing their
infrastructures and processes, so difficult in fact that they’ ve resorted to
extremeoutsourcing.
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Thekey goingforwardisto definethe businesstechnol ogy organization as
thoughthere’ sone—not two—organizations. Operational infrastructureshould
bemanaged transparently, amost asthoughit doesn’t exist. Whilethisisnot
tosay thatit’ sunimportant (seebel ow for just theoppositeargument), itisto
affirmitsrelativeunimportance compared to strategic, customer/supplier/
empl oyee-facing projects, programsandimpact.

Thegovernancearound all thisshould beclear, consi stent and unambiguous.
Thiswill bethetoughest battle you fight, but once the governanceisset it
becomeseasier and easier to get thingsdone. If you handlegovernancepoorly
you'll findit nearly impossi bl eto organizebusi nesstechnol ogy effectively.

Organizational |eadershipfocusesfirst onthegovernanceof businesstechnol-
0gy resources, investments, responsibilities, principlesand priorities. The
businessval ueof technol ogy should bethe primary governance philosophy.
Below-the-lineinfrastructureand support shoul d be shared acrosstheorgani-
zationregardlessif the business structureiscentralized or de-centralized.
Strategic applicationsshould beidentified by thebusinessregardlessif the
structureiscentralized or decentralized. Enterprisearchitectureshouldbe
jointly owned by thelinesof businessand theinfrastructuresupport provider.

Reportingrelationshipsareawayscomplicated, especially in decentralized
organizations. Thekey istoorganizearoundthebusinesstechnol ogy layersthat
sharedecision-making authority through explicit governance (and business
technol ogy councilsfor exceptionshandling). Flexibility isessential, sincethe
busi nesstechnol ogy rel ationshipisfluid and continuous—not defined around a
number of discrete“rules.” Thispointisimportant for |eaderstounderstand.
In years past, especially when there was relative chaos in our technol ogy
organizations, wedefaulted to setsof rulesand regul ationswhich moreoften
than not were used to hit non-compliersover thehead with. Inour desireto
create”“order,” weended up offending our customers! Inextremecases, the
businesstechnol ogy rel ationshi p wasdefined around aset of internal service
level agreementswrittentotrap clientsinto draconian consequencesfor less-
than-egregiousoffenses. Thiskind of organizational authoritarianismiswhat
explainedthelack of businesstechnology “aignment” for many years.

Reporting rel ationshi psshoul d speak to business processes. ClOsand CTOs
shouldreport tothe CEO or the COO, not the CFO, whoseincentiveisonly
to hold costs down. CIOs and CTOs — for as long as they exist — should
organizearound hardware, software—and pr ocesses. General Motors, for
example, hasrecently identified five* processofficers’ responsiblefor key
processeslikesupply chainefficiency and program management. SinceGM is
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adecentralized organization, therearelinesof business Cl Os—whoreport to
thelinesof business CEOsor Presidents(withadotted linetotheenterprise
ClO). Theaddition of theprocessofficersistheenterprise’ sway of creating
synergy acrossenterpriseand lineof businessobjectives.

Businesstechnol ogy | eadersorgani zearound business processesand —espe-
cially — objectives, not around self-contained best practices around, for
example, datacenter management. Inother words, datacenter management,
desktop management, storageareanetwork management, andthelike, should
all beorganized purposefully, that is, with aclear connectionto the business
model sand processesthat they serve. When problemsari se, sol utionsare sent
through businessfiltersfirst andforemost, and thenfiltersthat focuson other
factors.

L eadersmakecertai nthat the computing and communicationsinfrastructure
works. Thismeansthat it’ ssecure, reliableand scalable. Thisalsomeansthat
it's cost-effective. Leaders understand that there are alternative waysto
acquire, deploy and support computing and communi cationsinfrastructures.
They optimizethe alternatives with reference to their organization’score
competencies, cultureand evol ving businessstrategy.

Theability towritediagnosticrequestsfor proposals(RFPs) for infrastructure
technol ogiesand processes, aswell astheability tocraft effectiveservicelevel
agreements(SLAS), aretwoindispensableleadership skills.

Another skill ismeasurement. How well istheinfrastructureperforming? What
doestheindustry benchmarking datatell you? L eadersareawareof what’s
happeningintheirindustry andintheir environment, especially withacquisition
trends. If outsourcing makes sensethen lead the SWOT (strengths/weak-
nesses/opportunities/threats) analysis: theworst thing that could happenisfor
atsunami of opinion about thedesirability of outsourcingto overwhelmyou,
forcingyoutoreact quickly (and probably badly). Leadersdirect all of the
technology acquisitiondiscussions.

L eadersa so managetheir infrastructurescost-effectively. Thisisthecommod-
ity sideof thebusiness. Thetrendsareclear here, soleadershipwill increasingly
be about theacquisitionand measur ement of reliable, flexibleand secure
infrastructures.

L eader scommunicate. They understand that theessenceof communication
(anditscousin, influence) are hard and soft facts, and hard and soft communi-
cationsskills. Areyouagood communicator? Do peopleunderstandwhat you
say —and what you mean?
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Communication is based upon the wide and deep understanding of your
audienceand your own specific strengthsand weaknesses. Somepeopleare
natural communicators(or sal espersons), whileothersfindit hardto connect
with colleaguesor “customers.” If youhavenatural talent herebuild uponit
through practice, executive education and coaching. If you’ re hopelessly
terribleat it, find someoneonyour teamwho’ san effectivecommunicator and
givethemtheresponsibility for your team’ scommunicationsduties.

Communicationisacontinuousprocess. Whenthingsarerelatively quiet,
|eadersstill needto communicatewhat they’ redoing, thestatusof their projects
andtheir strategies. Whenthingsarebad, they can call uponadeep continuous
relationshipwiththeir partnersand stakeholderstojointly solve problems.
Whenthingsaregood, leaderscan exploit their communi cationsinvestmentsto
makesureeveryoneunderstandsthesignificanceof thevictory at hand.

L eaders communicate good news, bad news and no newsin apredictable,
timely, digestibleway.

Much communicationisroutine—about how well theinfrastructureisperform-
ing, technol ogy costs, technol ogy total-cost-of -ownership (TCO) models, and
thereturnoninvestment (ROI) of businesstechnol ogy projectsand programs.

Project/program/portfolio* dashboards’ arealsoagoodidea: everyonelikes
easy-to-read statusreportsonkey projectsand wholeprograms. It'salsoa
goodideatodevel op someformof “ scorecard” that communi catestheoverall
impact that busi nesstechnol ogy ishaving at thecompany.

L eadersthink about who creates, distributes and maintai nsthe technol ogy
“message’ insideand outsideof thecompany. Businesstechnology |eadersare
sensitivetotheneedtointernally and externally market their buinesstechnol ogy
accomplishmentsand strategies.

So what are the pieces of a good technology marketing strategy? First,
consider whatyou're“selling.” Y ou' reselling hardware, software, services,
image, per ceptionsand str ategies. When everythinggoeswell, everyone
thinks that the technology people arereally pretty good, that things work
reasonably well —andfor afair price. If thehardwareand softwareworkswell,
but the image is poor, technology is perceived to be afailure, just as bad
hardwareand software—but good perceptions—will buy you sometime. Like
everythingelse, you' resalling hard and soft stuff, tangibleand intangi bl eassets
and processes.

Next consider whoyou’ resellingto—noting fromtheoutset that you' reselling
differentthingstovery different people. Y es, you' reselling hardware, software
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and services(alongwithimage, perceptionandstrategy) toeveryone, but the
relativeimportance of the piecesof your repertoire shiftsasyoumovefrom
officetooffice. Senior management really doesn’t careabout how cool the
network isor how you’ vefinally achievedthenirvanafive-9sfor thereliability
of your infrastructure. They careabout the 20% youlopped off theacquisition
project youjustlaunched, or how company dataisfinally talkingto each other
andthat you’' renow ableto cross-sell your products. Thecontentand form
of themessageisimportant.

Publiccompanieshaveauniquechallenge. Increasingly, technology isincluded
asavariableincompany valuationmodels. Thismeansthat theanalyststhat
cover publiccompany stockslook at technology infrastructures, applications
and best practicesinorder to determinehow matureacompany’ stechnol ogy
acquisition, deployment and support strategiesare. ClOsand CTOsmay talk
totheseanalysts, fielding their questionsand otherwise mol ding their under-
standing of the role that technology plays in the current and anticipated
business.

What'’ sthebrand of your technol ogy organization? If youwereaprofessional
sportsteam, what would beagood namefor your organization? Would you
be the Innovators? The Terminators? Put another way, if you asked the
analysts who cover your stock to word associate technology and your
company, what wouldthey say? Disciplined? Strategic? Weak? What about
collateral materials? Doesthetechnol ogy organization haveitsownWeb site?
It’ sown brochures? Casestudies? White papers? Referenceabl e accounts’
(internal customerswho are happy withtechnology’ sservices)? Arethere
newsl ettersand technol ogy primers? I sthereinformation about the competi-
tion?

Isthereatechnol ogy “road show” ? A consistent message about therol ethat
technol ogy playsinthecompany, how technology isorganized, what matters
most, themajor projects, and technology’ scontributionto profitablegrowth—
among other key messages—isessential torunningtechnology likeabusiness.

Mostimportantly, aretherededicated resourcesfor technol ogy marketing? |
cannot emphasizeenoughthevalueof internal and external technol ogy market-
ing. Thetechnology story at your company —assumingthat it’ smostly good—
needsto be packaged and sold onacontinuousbasis. Invest alittlehereand
thepayback will besubstantial. Businesstechnology |eadersunderstand all
this.
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Why |Is Everyone So Quiet?

TheCEO ...

“Soit’sall myfault ... 1" ve built a culture around good ‘ ol boysand gals
—at least | have gals here ... do | get any credit for that?”

TheGeneral Counsel ...
“ Be careful what you say ... this people stuff is hairy ...”

ThePresident ...
“What did you say?”

TheChairman of theBoard ...

“It’s time the board got more involved here ... the changes in the
management team wer e sold to us as the best thing for the company, but
things don’t appear to be working out ...”

TheCLO ...
“We can fix this ... there’s a lot of training we can do ...”

TheCEO ...
“1t seems we're past that ... it seems everyone wants more ...”

TheCFO ...

“Who's‘everyone’ ...thisisa pretty small group ... are you saying that
our people don’t know enough about business technology convergence —
or something else?”

TheChairman of theBoard ...
“Yes..”
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ThePresident ...

“Let’s level set: where are we now? How many of our people know the
right things and perform the way they should? Do we know?”

TheCLO ...
“We could measureit ... it will take a couple of months ...”

TheChairman of theBoard ...

“Forget about it ... it"sthewrong question anyway ... what we need to do
is step back and think about our company, our culture, our core compe-
tencies and how we mix all that into profits ... OK?”

TheCFO ...
“OK.”

ThePresident ...
[13 OK.H

TheCEO ...
“I'll getreadytogo...”

TheChairman of theBoard ...
“ That would be good ..."

TheFacilitator ...
“1 think we're done here ...”

TheChairman of theBoard ...
“ Thanks for your help ... | think we can take it from here ...”
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Endnotes

1 See“Meritocracy Vs. the Golf Culture,” Business Finance, August
2002, for agreat discussion about how therulesfor advancement change
thehigher yougointheorganization.
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Chapter V111

TheresJdust One
MoreThing...

| don’ t know about you but I’ m exhausted.

We' ve been through alot during just the past few years. Y 2K, e-business
frenzy, freecapital, dot.bombs, corporate scandal s, integrationtechnol ogy -
andwe' restill standing. Of courseweare. Becauseall of these” major” events,
“disruptivetechnologies,” and once-in-a-lifetimestoriesareanythingbut. Life
goeson, asthey say, inthetrenchesandintheclouds.

It’ sall about commitment. Businessisnot alwayscomplicated. Wesometimes
convert simplicity into complexity so we have something to do, into some
problemthat only wecan solve. | guaranteeyouthatif you changetheway you
think about busi nesstechnol ogy and practi ce sanemanagement youwill save
money and becomemorecompetitive, moreprofitable. Thereishugeleverage
here. Companiesarewasting millionsandin somecasesbillionsof dollarsa
year becausetheir businesstechnol ogy relationshipisfractured.

Herearethequestions:

*  Doyouthink about businessasheadingtoward col |aboration?

*  Canyouidentify thetechnologiesthat enable collaboration—and the
collaborativebusinessmodel sthat pull technol ogy ?

*  Doyougettheimportanceof technol ogy integration?
*  Willyouorganizethingsdifferently?
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*  Willyoure-visityour businesstechnol ogy management best practices?

*  Will you be a little more careful about who you invite inside your
company?

How'd You Do?

Figure41 cutstothechase—and assumesanswerstotheabovequestions. It's
alsoanoversimplification becausevery few important decisionsareperfectly
red, yellow or green. Butit’ sstill agood mantra.

Figure42 presentsthewhole picture. Collaboration and integration mean
specific things. Organization and management best practices can also be
identified. If youinvestinbusinesstechnology withsomereferenceto Figure
42, thebusinesstechnol ogy relationshipwill improve, youwill reducecosts,
and makemoney.

Figure 41. The investment filters
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Figure 42. Collaboration, integration, organization and management
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What’'s Not To Like About
This Outcome?

If youfollowedtheplotintheend-of-chapter conversations, you noticed that
the CEO got whacked. Why? L ooksliketherewere somemajor organiza-
tional, management and peopl escrew-ups. TheChairman of theBoard—who
was quiet during most of the early conversations—decided to wake up and
assert himself. Isthishow it happens? Sometimes. But thisisnot about job
preservation — though it’s often a pleasant by-product of good business
technology management. It's really about taking a hard look at a bad
relationshipthat evolvedintoavery promising marriage.

Therearelotsmorethingswecouldreview here, but we' vetalked enough.
Y ou’ vegot thephilosophy, thefilters, and all of thelists. There’ sjust onemore
thing I’ dliketo say: try to approach the businesstechnology convergence
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challengefromadifferent place, not from an extrapol ation of whereyou’ ve
beenover thepast fiveor tenyears, but from ascenario of whereit cantake
your businessover thenext fiveor ten.

Theinterplay between emerging collaborativebusinessmodel sand computing
and communi cationstechnol ogy isoneof themost powerful driversof theearly
21%century. Wetalked alot about thepieces. Y oucantakeittothenextlevel.
Thanksfor thetime. | hopeyouthinkitwaswell spent.
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