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Foreword

There are lots of books about leadership and lots of books about IT.
There are very few books about IT leadership. This is one of them.

There are lots of books about “work™ and lots of very boring books
about information management. There are very few books about mak-
ing information management work. This is one of them.

The rarest book in the executive library is the one describing how to
use information management strategy to create sustainable growth. This
is one of them. This book will help you put in place the leadership
frameworks and practices necessary to make information management
work and work strategically for your enterprise.

Making information management work is not something clerks do
(as was previously widely thought to be the case); it is a vital part of stay-
ing in business. New research being conducted by Professor Thomas
Davenport at Babson College indicates that in a growing number of
cases, information management is not just a question of “getting the
numbers right.” Information management lies at the center of strategy
and competitive advantage. This very timely tome fills a huge vacuum
in the management literature. It will put you at the cutting edge of best
practice in the now-critical discipline of information asset management.

The very visual outlets of mass media would have viewers believe that
the major changes in the world are contained in the polychromatic and
rapidly changing images of wars, marches, riots, and “photo ops” they
beam to our television sets. In reality, scholars of social change have long
understood that deep, fundamental, and lasting human change is always
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enabled by ideas and mental models. This is first and foremost a book of
ideas and mental models. This book sets forth—in a compelling and
accessible manner—a mental model, a managerial framework that will
change your world and, in so doing, give you the wherewithal to change
our world.

When I put this book down, I was reminded of other books that fun-
damentally changed how people looked at the world. Who can forget
Thomas Paine’s Common Sense, written at the apogee of a cold and des-
olate winter, which remobilized radical sentiment in the early days of
the American revolution; Uncle Tom’s Cabin by Harriet Beecher Stowe,
which roused Northern antipathy to slavery prior to the Civil War; and
Rachel Carson’s Silent Spring, which in 1962 exposed the hazards of
pesticides and helped set the stage for the environmental movement?
You have in your hands a very serious bit of social change literature.

Now, don’t let that scare you. This book is brutally practical.

THE WORLD HAS CHANGED

As a futurist specializing in the impact of changing technologies on
humans and human institutions, [ am required to travel quite a bit. [ am
on the road about 250 days a year. As such, I meet a lot of people. I typ-
ically go through about a thousand business cards every six weeks or so.

As I meet all these people, in all these difterent situations, roles, and
geographies, I ask them what they are seeing and experiencing. What
do they see happening? Most of the people I meet are of the mind that
the framework they currently use to analyze the value created by infor-
mation and information technology is out of touch with the reality they
are experiencing. The in-place mental model does a poor job explain-
ing what is going on.

A picture 1s emerging of a very diftferent world than most of us were
educated and trained to operate in. Confusion equates to lost value.
Research being done with hundreds of information technology (IT)
practitioners in association with the I'T Leadership Academy indicates
that the current mental models whirring away inside the heads of many
key business executives aren’t conducive to maximum value creation.
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These are very bright executives who desperately need a mental soft-
ware upgrade—a better way of looking at, understanding, and then act-
ing in and on the information-rich world in which we now operate.

My colleagues at the Haas School of Business at the University of
California-Berkeley and the Anderson School of Management at UCLA
were surprised to learn that only 40 percent of the companies surveyed
had one-page “alpha visuals”—maps of where they had been, where
they were currently, and where they were going. This book will provide
you with a GPS read on where your organization sits in the information
economy.

The five levels of Information Evolution Model—Operate,
Consolidate, Integrate, Optimize, and Innovate—provide an invaluable,
understandable, and action-oriented road map.

What People Are Saying about “Now”

The global economic playing field is being leveled, and you Americans are
not ready to play.
—CEO AT A MAJOR OUTSOURCING FIRM

We are just now approaching the mother of all inflection points...this is
going to be bigger than Gutenberg. ..
—NEW YORK TIMES COLUMNIST

Everything that has been called the I'T Revolution these last 20 years—I
am sorry to tell you.. .that was just the warm-up act...that was the forg-
ing, sharpening and distribution of the tools of collaboration. We find our-
selves at the end of the beginning. What you are now about to see is the
REAL IT revolution!

—CHIEF EXECUTIVE OFFICER AT A MAJOR HIGH-TECH COMPANY

Your world synchronized.
—LOGO ON THE SIDE OF UPS TRUCKS
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Something fundamentally big is happening that will profoundly affect the
life of every person and every business over the next 5 to 15 years.
—CEO AT A MAJOR TELECOMMUNICATIONS FIRM

We’re entering a no-man’s land. We don’t know how all this will evolve.
—CEO AT A MAJOR SERVICE FIRM

The combination of technology change, society-wide behavior change,
and regulatory change has made the costs of inappropriate information
management tactics and out-of-date information management strate-
gies career-endingly high.

THE INFORMATION THAT HAS TO BE
MANAGED IS CHANGING

The first observation that leaps out at even a casual observer of the con-
temporary environment is the amount of information that has to be
managed. Some of the finest thinking about “how much new infor-
mation is created each year” goes on under the very able guidance of
Hal Varian and his team at UC-Berkeley’s School of Information
Management and Systems (see wiww.sims.berkeley.edu /research/projects/
how-much-info/ ).

Using 2002 as a baseline, Varian and his team estimate that in a year,
“Print, film, magnetic, and optical storage media produced about
5 exabytes of new information.” For those not familiar with the term
exabytes:

If digitized, the nineteen million books and other print collections in
the Library of Congress would contain about ten terabytes of infor-
mation; five exabytes of information is equivalent in size to the infor-
mation contained in half a million new libraries the size of the Library
of Congress print collections.'

And the pace of information creation is increasing!
Combine this with the fact that all this new information is moving
around. Worldwide, 35 billion e-mails are sent each day (generating
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about 400,000 terabytes of new information each year). Instant mes-
saging (a reasonably new kid on the info block and outside many
enterprise document management, database, or usage policies) gener-
ates 5 billion messages a day (750 GB), or 274 terabytes a year.” An
added information challenge involves moving work (and all the infor-
mation necessary to “do” work) to the workers rather than having
workers go to a central location. Already 20 percent of U.S. workers,
some 25 million people, are telecommuting, with 40 million predicted
to do so by year-end 2008. That trend will accelerate as a result of the
convergence of voice, data, and text in mobile devices—Iaptops, per-
sonal digital assistants (PDAs), cell phones—where they will operate
based on software applications collaborating seamlessly, without eftort
on the user’s part.

Not only is a huge amount of information being transported to a
huge amount of people via a mind-boggling diverse array of devices,
the truly transformational change happening is what people are doing
with the information when they receive it. The days of opening some-
thing, reading it, and storing it are way behind us.

THE PARTICIPATION ECONOMY

Jonathan Swartz, president of Sun Microsystems, is spending a whole
lot of time thinking about what he calls the Participation Economy.
“We’re entering an era in which people are participating rather than
just receiving information.””

Tom Friedman, in his new best seller, The World Is Flat, uses the sim-
ple act of getting on an airplane to illustrate the information manage-
ment component of his three phases of globalization." In Globalization
1.0, a ticket agent who was paid by the airline generated a ticket for us.
This transaction required the agent and the flyer to be in the same place
at the same time. In Globalization 2.0, a ticket machine/kiosk gener-
ated a ticket for us. This required the flyer and the machine to be at the
same place at the same time. In Globalization 3.0, the flyer prints out his
or her own ticket at a time and place of the flyer’s own convenience.

Information management is not only materially impacting the trans-
action processing part of the enterprise. Information management that
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allows extra-enterprise collaboration is now a critical differentiator in
product design as well.”

Nike.com sells approximately 200 styles of sneakers for men and
women. The uninformed among us might think this is enough choice.
You would be wrong. This is not enough. The convenience of being
able to shop online for these 200 styles of sneakers isn’t enough either.
At NikelD.com, you can design a one-of-a-kind shoe using dozens of
colors and fabrics. You can choose the color of the swoosh. You can
choose to have your initials embroidered on the back. Just about what-
ever you can dream up you can design, click until you’ve got it right, and
custom-made shoes can be delivered to your doorstep in about three
weeks—for only $10 or so more than their noncustomized counterparts.

ARE YOU READY FOR LONG-TAIL
STRATEGIES?

The declining cost of technology combined with the increasing sophis-
tication of information asset management tools has opened up a whole
new area where profits can be made: the long tail.

Named and popularized in late 2004 by Wired editor Chris
Anderson, the long tail school of strategy sets forth the idea that there
is more aggregate value in the multiple smalls than with the few larges.
The long tail comprises the technologies and businesses that are shifting
consumers from the top, or “head,” of the curve where a few block-
buster products, broadly popular, are sold in large numbers to a mass
market, to the “tail” of the curve, where millions of different products
can be sold in millions of niche markets, each serving small numbers of
consumers.

The media business in particular lives “down the tail.” “We're so
stuck in a hit-driven mind-set, we think that if something isn’t a hit it
won’t make money,” said Anderson. In long tail businesses “misses”
make money too. And with little or low sales costs, “a hit and a miss are
on equal economic footing, both just entries in a database called up on
demand, both equally worthy of being carried.”

The combined impact of . . .

* Processing power doubling every 18 months,
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» Storage capacity doubling every 12 months, and
* Bandwidth throughput doubling every 9 months

... will, in 15 years or so, put us at a point where just about every
molecule on the planet will be IP addressable. And you thought you
had information management problems today? Forget about it!

Even in today’s unenhanced environment, the declining cost of com-
putation, storage, and communication is making all kinds of interesting
information management applications possible. For example, alcohol-
snifting ankle bracelets are being advocated by a subset of jurists in San
Jose. The SCRAM (Secure Continuous Remote Alcohol Monitor)
allows recovering alcoholics to stay at home rather than in county
lockup. The anklet tests for alcohol every hour through the skin, then
reports back to headquarters with a wireless connect. The current ver-
sion of the system doesn’t electrically shock people if they drink.

The future is going to be full of information and innovative infor-
mation management applications. The four critical dimensions of peo-
ple, process, culture, and infrastructure need to be managed as these
applications come online. The point of this book is to help you to pre-
pare for that future.

INFORMATION HAS TO BE MANAGED

The power of the technology that is now entering the market is
amazing. The implication of this power being misused is somewhat
frightening.

We have all seen the media reports of backup tapes lost by various
service providers/shipping companies, Social Security numbers sold to
criminals, and hackers breaking in to networks remotely.

Some readers are also undoubtedly aware that with more than 30
million 1Pods in circulation and models packing as much as 30 GB of
storage space, the device makes a perfect tool for data theft, which secu-
rity expert Abe Usher has given the fabulous name, “pod slurping.”
Imagine:

An unauthorized visitor shows up after work hours disguised as a jan-
itor carrying an iPod (or similar portable storage device). He/she
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walks from computer to computer and “slurps” up all of the
Microsoft Office files from each system.

Within an hour he/she has acquired 20,000 files from over a dozen
workstations. The visitor returns home and uploads the files from the
iPod to his or her PC. Using a handy desktop search program, the vis-
itor quickly finds the proprietary information that was sought.

One does not even need malicious intent for the wheels to come off
the wagon information management—wise. Officials at a highly respected
midwestern university recently admitted they improperly sent an e-mail
identifying 119 students who failed all their classes during the last semes-
ter.” A spokesman for the university explained, “It was a completely inad-
vertent, unintentional mistake.”

Many organizations are not ready for this information-rich future.
Some companies are attempting to change employee behavior by, for
example, instituting e-mail—free Fridays to wean overconnected work-
ers away from their computers and see if employees will be more cre-
ative when they discuss things face to face.

One of the great joys of my life is working at the Haas School of
Business with Rashi Glazer, Co-Director, Center for Marketing and
Technology, and Interim Director, Center for Executive Development.
Rashi is one of those guys who was born with the “business gene.” He
really understands how businesses operate. He is also one of the most
spell-binding business orators I have ever had the privilege to learn
from.

Rashi begins every lecture explaining that every time you think
about strategy, you have to think about competition. What are you
competing for? Customers. Who are you competing with? People who
want the same customers you do. Have you answered this question? Do
you know who your customers are?

The essence of any marketing strategy is a value proposition. A value
proposition explains the benefits customers will get if they buy your
product or service. It is very important not to confuse features—what
we make—with benefits—which is what customers buy.

The fundamental equation of business is:

Value = Benefits minus Price
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To make sure that Value is greater than zero, executives have two—
only two—possible strategies:

1. Make price lower.

2. Make benefits bigger.

Both these strategies are well served and may be brilliantly executed
by the methodologies for the informed management of information
assets set forth on the pages that follow.

I wish you happy reading and best of success as you forge your infor-
mation management strategy of the future.

Thornton A. May
Executive Director and Dean
IT Leadership Academy
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Preface

It is not necessary to change. Survival is not mandatory.”

Those were the words of corporate performance and quality guru W.
Edwards Deming in the 1980s. These words were a warning to execu-
tive America that there would be no more “business as usual.” These
words proved downright prophetic for many.

Even then, the business world was being turned upside-down by new
market forces, such as the growth of personal computing. The manu-
facturing heyday, when products could be sold as quickly as they could
be produced, was coming to an end. Consumers had become increas-
ingly selective and informed. Information was beginning to reshape the
marketplace.

Would corporations heed this warning and see the implications?
Would they too exploit information to reshape themselves?

In a business climate that punishes the inefficient and the slow-moving,
enterprises are under pressure to manage their information assets more
effectively and efficiently than ever. The information management
framework is no longer an adjunct support structure; it is the essential
foundation for corporate performance. How information is obtained,
validated, stored, accessed, distributed: These issues are central to orga-
nizational survival and profitability.

A company’s success in managing its information assets is a function
of infrastructure, process, people, and culture, all working in concert. A
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XXIV PREFACE

company’s maturity on these dimensions can be fairly represented in a
five-level evolutionary path:

1. An operational level, characterized by individual data “owner-
ship” and control, applied to tackle day-to-day functional issues

2. A consolidation level, where individual-level perspective is
replaced by departmental- or functional-level standards, metrics,
and perspective on all dimensions

3. An integration level, which expands Level 2 consolidation into an
enterprise-wide view

4. An optimization level, in which the organization can better
understand its markets and constantly adapt to stay optimally
aligned with those markets

5. Finally, an innovation level, in which a significant percentage of
revenue is gained from projects and ideas less than three years old
and where growth is fueled by ongoing creativity and renewal

Each level is a natural and necessary precursor to the next higher
level; each higher level encompasses and exceeds all previous levels.
Although some 70 percent of today’s organizations operate at Level 2 or
below, the winners of the coming decade will be the ones that surpass
their competition—and doing that likely requires advancement to Level
3. However, the company that reaches Level 3 will quickly see the
strategic advantages of reaching Level 4 and will chart a course to get
there. Level 5 is the key to sustainable growth in an environment where
even the best ideas can quickly become copied and commoditized.

The good news is, no matter how simple or convoluted an organiza-
tion’s current information architecture, a logical path has been charted
to guide evolution into an information-driven, “intelligent” entity—a
survivor. This book describes the characteristics of each evolutionary
level along four key dimensions—infrastructure, process, people, and
culture—and provides a high-level road map for evolving to the highest
level your organization can attain.
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CHAPTER I

Seven Realities That Jeopardize
Ruci Survival

WHY ORGANIZATIONS HAVE TO REASSESS THEIR
INFORMATION MANAGEMENT STRATEGIES

Reﬂect for a moment on the top 10 questions that must be answered
to drive your business forward. For instance, “Who are our best cus-
tomers, and how can we increase the value of our relationships with
them?” “Among the infrastructure projects on the plate, which ones
will yield the best return on investment?” “What is the true cost of
major business processes, and which processes are inefficient?” “How
can we align unit-level objectives to best satisty corporate-level objec-
tives?” “Can I sign my good name to the financial statements being sub-
mitted to the Securities and Exchange Commission?”

Now consider all the information that must feed into every one of
those decisions. Do you have full confidence that every relevant byte of
data is valid and accurate . . . that all factors have been duly considered
.. . that every contributor along the way is operating from one version
of the truth?

If the answer is “Well, yes and no, sometimes,” you’re in good com-
pany. In spite of the technology advances of the last few decades, about
70 percent of enterprises still operate at a fairly basic level of informa-
tion management—a Level 1 or 2 on a five-point scale. The trouble is,
new business realities are ratcheting up the expectations and making it
more critical to manage information more effectively.
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The emerging business climate is more punishing than ever to the
slow-moving and the inefficient. Sustainable growth is no longer a
bonus; it is a baseline expectation. Old ways of managing information
may have worked in the past, but they are already constraining some
organizations—and dooming others. It is time for enterprises to:

* Reassess their ways of managing and using information and

* Continually strive for systematic evolution to more competitive
information management models

Let us take a look at some of those business realities.

REASSESS YOUR INFORMATION
MANAGEMENT STRATEGY

Business Reality 1: Business Cycles Are Shrinking

The productivity-building tools that enable your organization to design,
develop, and deliver faster than ever are also doing the same for your com-
petitors. Computer-assisted design, global collaboration teams, Internet
marketing . . . technology-based advantages such as these also deliver a
dark side by compressing business cycles into a fraction of their previous
span. Processes that once fit a 7-year cycle might now be compressed into
18 months or less. Today’s unique product or service quickly becomes
tomorrow’s commodity offering, as competitors speed their own versions
to market and force you to compete on price rather than innovation.

Shrinking business cycles have put many staid, slow-moving organi-
zations into hot water. Scan down a column of New York Stock Ex-
change listings; check out 52-week highs and present-day lows for our
nation’s industrial leaders. You'll see an uncomfortable number of stal-
wart Dow veterans teetering on the edge of junk status after decades of
robust earnings. The paths of past success are not reliably leading to
tuture success. The path of conservative certainty is proving to be riskier
than the uncertain paths of innovation and reengineering.

Time to market, once measured in years, is now measured in weeks.
In the intensely competitive, Web-fueled marketplace, today’s window
could close into tomorrow’s missed opportunity. Turning points require
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on-the-spot decisions. Survival and profitability demand up-to-the-
minute understanding of the big picture and constant innovation. Com-
plex global organizations require multidimensional vision.

Pushing decision making closer to operational units has streamlined
processes, but often without the corporate-level perspective required
for high-quality decisions or the quality cross-functional information
that reflects critical interdependencies. How can decision makers make
sure their decisions align with corporate strategy? How does manage-
ment measure that they are?

Business Reality 2: You Can Squeeze Only
So Much Juice Out of an Orange

In the last decade, companies have invested significant time and money
optimizing their operational processes and implementing enterprise
resource planning (ERP) systems to produce huge cost savings and com-
petitive advantage. Naturally, so did their competitors.

Ultimately, operational optimization for efficiency’s sake 1s like squeez-
ing an orange. The first time you squeeze it, you get a significant return
on investment. The next time, you get a little less, and less. With your
main competitors doing the same thing, everybody quickly ends up in
a commodities war. The absolute best you can accomplish with an ERP
1s parity with your competitors. The winner is the one who realizes
standardized ERP is a blessing but not by itself a panacea.

Maybe the answer is not squeezing a few more drops out of the
orange, but questioning whether more orange juice is really producing
more profit. Maybe those efficiencies are being gained at the expense of
innovation, market alignment, and enterprise-level goals.

Business Reality 3: The Rules Have Changed;
There Is No More “Business as Usual”

There was a time when executives believed the business world should
operate like a fairly played game of Monopoly: Chart an unwavering
march around the board, get bigger and bigger, and accumulate wealth.
Mergers and acquisitions yield unsinkable profits. Tycoons and big
empires rule.
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The rules have changed. The winner of a realistic present-day
Monopoly game would not be the one who accumulated the most real
estate and railroads. The winner would be the first to invent transat-
lantic air travel, time-shares, adjustable-rate mortgages, frequent flyer
miles, online ticketing, and space tourism (just for starters, since all
these innovations will quickly be copied by the other players).

Granted, sometimes it seems that today’s business game is less like
Monopoly and more like Pin the Tail on the Donkey, while the donkey
trots wherever it will. Neither one of these is a game where you can have
much success with either a blindfold or a prescribed path. Or with a mega-
merger corporate structure that reacts sluggishly to market dynamics.

For five years or more, our economy has been on a wild ride that has
both challenged and reaffirmed all notions about “business as usual.”
Sure, the old rules of business still apply: Money counts. Profitability
matters. Customers are number one. Stakeholders rule. Competitors are
hungry. Yet at the same time, the old rules of business have been
reshaped by double-edged trends of opportunity and challenge. Along
with new promise came new problems:

* The diversification wrought by mergers and acquisitions increased
corporate reach and revenues, but also increased the difficulty of
gaining agility and corporate-level perspective.

* The productivity advancements that increased yields at tighter
turnarounds also ratcheted up all baseline expectations from man-
agement and customers (whether those expectations would drive
the company to success or not).

* The information technology (IT) advancements that generated
gigabytes of data about every phase of the process also drowned
the systems that were supposed to capture and digest it.

* The technologies that were supposed to be cure-alls failed to
resolve root business issues, because the interdependencies of peo-
ple, process, and culture had often been overlooked.

So, the old rules apply, but they are not quite the same old rules we
remember from that other millennium. In the midst of a multiyear
slump, every organization has felt the pressure to (1) respond more
quickly to (2) constantly changing market demands with (3) higher
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quality products, while (4) trimming workforce, waste, and costs. The
old adage used to be: “Fast, Cheap, Quality: Pick any two.” Now it’s
“Deliver all three.”

Actually, four. Add adaptability. Which gets us to the next Business
Reality.

Business Reality 4: The Only Constant
Is Permanent Volatility

The natural corollary to Business Reality 1 is that change is endemic,
and it comes around more often and more rapidly than ever. Volatile
markets squash companies for having poor business models, and they
punish harshly for indecision.

At the same time, volatile markets reward a company’s agility and
willingness to evolve. But how does a company recognize meaningful
change and realign corporate strategy to match? How does it determine
whether to differentiate itself in an existing market niche or define a
new one? How does it choreograph massive corporate change while
minimizing risk and maximizing returns for shareholders?

In a competitive environment that is anything but static, successful
enterprises need more than static processes. They need more than
rearview-based planning in a world where future trends are not reliably
derived from past results. They need to drive and harness change rather
than react to it. They need to focus on what will create value for the
organization in the future rather than on tallying up historic results.
And they have to do it all at Internet speed.

Business Reality 5: Globalization Helps and Hurts

The World Wide Web and the corporate virtual private networks it
supports have transformed the smallest organizations into global entities
and the largest organizations into “local” entities with virtual teams and
processes that span the globe. On the plus side, this means:

*  Your potential market is as widespread as the reach of global com-
munication networks.

*  Your suppliers and other outsource partners can be strategically
chosen from the lowest-cost countries.
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* You can attract the best and brightest talent for collaborative
teams, without requiring them to relocate.

On the minus side, globalization means:

* Your customers are increasingly crossing borders and expecting you
to respond to their needs in every country in which they operate.

* Process- and quality-control issues are now complicated by span-
ning continents, languages, international standards, and cultures.

* New international outsourcing, partnering, and marketing
options—while increasing choice and flexibility—also raise the
complexity of doing business.

The Web itself proved to be an accelerated test bed for thin business
propositions. The dot-com debacle of the late 1990s showed us just
how quickly weak foundations can be punished in this age of high-
speed business.

Business Reality 6: The Penalties of Not Knowing
Are Harsher Than Ever

In the wake of high-profile corporate accounting debacles, the U.S.
Securities and Exchange Commission (SEC) has taken things personally.
That is, the SEC 1s now holding chief executives of public corporations
personally accountable for the veracity of their financial reporting—and
the controls and assurances on reporting processes.

The Sarbanes-Oxley Act requires the top executives of publicly
traded companies to personally swear by their financial statements—and
to financial-reporting controls and procedures. Executives who willfully
certify statements they know to be false can face criminal charges, fines
up to $5 million, and jail terms of up to 20 years.

Just ask ex-WorldCom chief executive Bernard Ebbers. In July
2005 Ebbers was sentenced to 25 years in prison for his role in an $11
billion accounting scandal, the largest corporate fraud case in the
nation’s history.

Even the most scrupulously ethical executives should be concerned.
Can you really swear to the integrity of data management processes
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throughout all the tributary systems that flow into SEC reporting? Can
you be sure that all business units and contributors understand and
comply with best practices?

At its core, the Sarbanes-Oxley Act does not require anything more
than ethical business conduct. It enforces accepted principles of good
business—primarily, that organizations must fairly and accurately repre-
sent the company’s financial position to shareholders and the public.
However, as corporations become globally more complex and operate
at Internet speeds across virtual geographies and multiple markets, it is
harder than ever to ofter up a snapshot that is not blurred, for a multi-
tude of reasons that have nothing to do with malfeasance.

The implications for chief financial officers (CFOs) and chief execu-
tive officers (CEOs) are profound. Executives were already under intense
pressure to meet earnings projections and improve profit margins in a
turbulent economy. Now they also have to swear under oath that top-
level financial reporting—calculations derived from hundreds or thou-
sands of originating sources throughout their global organizations—are
accurate and have been produced in accordance with generally accepted
accounting principles (GAAP). Furthermore, they are being held to
broader disclosure requirements and shorter reporting deadlines than
ever.

In a perfect world, corporations would have perfect answers for all of
the new legislative challenges. In the real world, however, Sarbanes-
Oxley asks some tough questions for which many existing information
infrastructures have some shaky or stopgap answers.

Business Reality 7: Information Is Not a By-Product
of Business; It Is the Lifeblood of Business

The natural outcome of Business Realities 1 through 6 is that compa-
nies have to be faster and savvier than ever. They have to be more inno-
vative and adaptable. They have to achieve more with less: More growth
with fewer resources. More profit in a short tenure as market leader.
The common foundation required to achieve all these attributes is
information. Decision makers must have up-to-the-minute access to
intelligence about all issues that influence their decisions—and all issues
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their decisions affect. The climate of the “new economy” requires unit-
level autonomy based on the broadest possible perspective—within and
outside the company.

Companies must extract maximum value from the information they
have about suppliers, customers, competitors, and global markets. This
information is essential to know what the market wants, supply it as
efficiently as possible, and promote it in a way that will maximize mar-
ket share.

Information is no longer a transactional by-product of business. It is
the lifeblood of business itself. Proprietary information about your cus-
tomers, strategies, and sales is the underpinning of your success. It
shows the way to extract ever greater rewards from whatever your com-
pany does well.

THE PERMANENTLY VOLATILE WORLD

In the old economy, product and service attributes were the competi-
tive differentiators. They still are, but only for short windows before
competitors join the scene. For example, in June 2005 General Motors
unveiled a new incentive plan to offer “employee discounts” on new car
sales to the general public. This program sparked the company’s best
sales month in 4 years, its sharpest sales increase in 19 years, and boosted
market share. Dealers loved the program and lobbied the company to
extend it for another month. Naturally, others took notice. By the
beginning of July, Ford and Chrysler had replicated the same offer on all
but their most popular models.

When your great ideas can be so quickly copied, the most enduring
competitive differentiator is information—the critical factor that enables
organizations to respond to constant external change with constant
renewal and innovation.

That means an enterprise’s information management strategy can be
either its most compelling asset—or its most limiting deficit.

Enterprises are certainly not lacking for data. It is on thousands of
PCs and PDAs. It is in databases throughout the organization. But
data is not the same as information. Is your corporate information strat-
egy producing true competitive advantage? Is it producing proactive
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intelligence or is it just capturing and reporting past occurrences?
Does it enable the organization to take action with long-term value in
mind or just react to near-term problems?

The exponential growth of data—a crushing mass of scattered, com-
plex, and often contradictory bytes—presents the most significant chal-
lenge and the greatest opportunity that businesses face. For some, there
is just too much to absorb and process. There is no manageable way to
distill it into useful intelligence.

The natural response for corporations is to compartmentalize, to
divvy up the information and the responsibility for using it. Marketing
has its systems and databases, which do not talk to Operations systems
and databases. Operations needs resources, but Human Resources can-
not let anyone into its proprietary domain. Finance does not see the
true cost of processes, only the sanitized version that trickles up in a
hopeful and often cutthroat budget process.

Sound familiar? It is a common scenario. Left to the forces of inertia
and human territoriality, this is exactly the information infrastructure
that will arise. Unfortunately, in this world, decisions are then made on
myopia and gut instinct—educated guesswork. That is hardly a founda-
tion on which to ask for shareholder faith, in light of all those cold
Business Realities.

The good news is that it is possible to redefine the way information
pools and flows in your organization—and the power it can generate. It
is possible to profit by attaining a new level of intrinsic organizational
intelligence. The path to that ideal 1s a classic evolutionary process—a
progressive adaptation that builds the necessary qualities for survival.

DARWINISM ON A NEW-MILLENNIUM
TIMELINE

By design or by default, corporate information management has already
been through massive evolutionary change in the last 50 years. Those
that did not evolve became extinct. A few decades have witnessed the
evolution from manual business machines with carbon forms in the
1950s . . . to electric business machines and photocopiers in the 1960s
.. . to monolithic mainframes in the 1970s . . . then personal computers,
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fax, and dial-up modems in the 1980s . .. to high-speed global net-
working in the 1990s.

This millennium continues the technology trend, but the new Business
Realities force us to look beyond architecture and delivery mechanisms to
the quality and long-term value of the information being produced. How
does a company manage strategic information assets in a rapidly changing
environment? What challenges arise out of that task? What preventive
measures can be taken to ease the growing pains associated with moving
from one information paradigm to the next?

No matter how simple or convoluted an organization’s current infor-
mation architecture, a logical path has been charted to help organiza-
tions evolve into information-driven, “intelligent” entities—not just
survivors, but leaders.



CHAPTER 2

Inf ion Evolution Model

AN EVOLUTIONARY PATH TO CORPORATE SURVIVAL

Imagine the plight of fifteenth-century seafaring explorers. From ports
in western Europe, they sought trade routes to India and the Far East,
hoping to retrieve riches that overland routes could not match. However,
they had no baseline information about the route ahead. No charts or
maps, not even broad consensus as to the shape of the earth. They relied
on assumptions and faith, fueled by speculation. Sailing forward from
those moorings, their destinations frequently did not match their tar-
gets—and sometimes did not even match the intended continent.

Still, 500 years ago there were riches to be found even in accidental
destinations. Maybe you did not find a westward shortcut to India’s silks
and spices, but heck, you might find a new continent with a fountain of
youth and a certain potential for colonization. Nonetheless, some fore-
knowledge would have spared many expeditions from 1ill fates, elimi-
nated the waste of others, and ensured the success of most.

How lucky we are today. As we explore twenty-first-century trade
routes, we are certainly awash in data. It resides in a multitude of PCs
and servers, is generated daily in gigabytes, and threatens to drown us in
knowledge. But does it, really? Is all this data creating real foreknowl-
edge? Is it being used to spare ill-fated ventures, eliminate waste, and
ensure continuing success—or does it simply tell us what was, so we can
surmise what might be, still moving forward on faith and speculation?

There is real opportunity here. Most organizations are shortchanging
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themselves on the degree to which data can be transformed into knowl-
edge—and knowledge applied for real strategic gain.

FIVE STEPS TO MAXIMIZE THE VALUE
OF INFORMATION

A company’s success in managing information as a strategic asset is a
function of infrastructure, process, people, and culture—ideally, all
working in concert. A company’s maturity on these dimensions can be
fairly represented in an Information Evolution Model that includes five
evolutionary stages:

1. An operational level, characterized by individual data “owner-
ship” and control, applied to tackle day-to-day functional issues

2. A consolidation level, where individual-level perspective is re-
placed by departmental- or functional-level standards, metrics,
and perspective

3. An integration level, which expands Level 2 consolidation into an
enterprise-wide view

4. An optimization level, in which the organization is closely aligned
with its markets and gains market leadership by applying predic-
tive insights about customers, suppliers, and business partners

5. An innovation level, in which sustainable growth and most rev-
enue potential is fueled by continuing creativity and renewal

Each level is a natural and necessary precursor to the next higher
level; each higher level encompasses and exceeds all previous levels.
Although some 70 percent of today’s organizations have not achieved
Level 3 status, the winners of the coming decade will be the ones that
get to this level at least. However, the company that reaches Level 3 will
quickly see the strategic advantages of reaching Level 4 and will chart a
course to get there.

A Level 4 organization has institutionalized the merits of Level 3 and
extended the benefits of enterprise-wide integration to align with
dynamic markets. It will not be long before groups within the company
realize that the path to optimum alignment requires continuing innova-
tion—a key Level 5 attribute. Level 5 is the key to sustainable growth—
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EXHIBIT 2.1 INFORMATION EVOLUTION MODEL

Information Capabilities

IV. Optimize

Iil. Integrate

Il. Consolidate

I. Operate

Strategic Value of Information —

through differentiation in an environment where even the best ideas can
quickly become copied and commoditized. (See Exhibit 2.1.)

The specific implementation of the Information Evolution Model

will vary somewhat among organizations and industries, but character-

istics at each evolutionary level are remarkably predictable across four

broad dimensions:

1.

Infrastructure. The hardware, software, and networking tools and
technologies that create, manage, store, disseminate, and apply
information

Knowledge process. Policies, best practices, standards, and gover-
nance that define how information is generated, validated, and
used; how it is tied to performance metrics and reward systems;
and how the company supports its commitment to strategic use
of information

Human capital. The company’s people and the quantifiable
aspects of their capabilities, recruitment, training, and assessment

Culture. Organizational and human influences on information
flow—the moral, social, and behavioral norms of corporate cul-
ture (as evidenced by the attitudes, beliefs, and priorities of its
members) related to information as a long-term strategic asset

The Information Evolution Model is unique in that it recognizes

the complex relationships among these dimensions. This model
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acknowledges that no single dimension is a silver bullet. A new com-
puter network or global application is no panacea. Nor is an employee
bonus program, a killer product, or a reengineered process. All four
dimensions must evolve in unison along a logical maturity path for the
enterprise to benefit from its investment.

Because the levels are marked by familiar patterns on these four
dimensions, the model is a useful framework for organizations to gauge
their current evolutionary level, identify the advantages and limitations
of that level, and understand what to do about it.

Let us take a high-level look at the five levels. Some characteristics will
look familiar. Others will look like optimistic ideals that do not seem
achievable in your organization’s current state. From these descriptions,
you can begin to gauge where your organization stands, what you might
be missing, and what you could gain with targeted improvements.

LEVEL |: THE OPERATIONAL
ENTERPRISE: FOCUS ON THE
INDIVIDUAL AND DAY-TO-DAY TACTICS

We have all seen or been part of a Level 1 enterprise. It might be a start-
up, or a mature organization struggling with here-and-now operational
challenges, or an entrepreneurial organization with a strong leader.
Different as these organizations are, they share similar characteristics on
our four key dimensions. (See Exhibit 2.2.)

Level 1 infrastructure relies on manual systems or distributed PCs (or
other personal productivity tools) that are likely not networked—an envi-
ronment that promotes individualism rather than team building. Intranet/
extranet capabilities, collaboration tools, and governance processes are
nonexistent, limited, or at best subjective and highly variable.

All kinds of analytical tools and technology platforms may be present,
but they tend to be client based (i.e., desktop applications) rather than
server based. Information costs can be high due to redundant processes,
duplication of data interfaces and extracts, and inconsistent data collec-
tion processes. Separate transactional systems support fragments of the
total business operation, with little or no automated data transfer from
one system to another.
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EXHIBIT 2.2 INFORMATION EVOLUTION MODEL:
LEVEL |
Knowledge Human
Level 1 Infrastructure Process Capital Culture
OPERATE Manual systems or Personal Individual Me

nonnetworked PC

Level 1 Indicators

Individual leaders or maverick authority over information usage

Information technology and governance processes nonexistent, limited, highly
variable, or subjective

Individual methods of finding and analyzing information

Individual results adopted as “corporate truth” without due diligence

Level 1 knowledge process is uniquely individual. Peers in the same
department work in very diftferent ways, each with their own processes
and ways of acquiring and analyzing information. Individuals needing
information often have to develop their own or use existing transaction-
oriented reports to perform their own analyses. “Information maver-
icks” emerge. They control data access, analysis, and interpretation, and
they thrive on the power gained from being the go-to resource.

Based on individual silos, information management focuses around
clerical tasks and day-to-day operations rather than long-term plans and
enterprise-level goals. When data analysis does occur, it is usually ad hoc,
highly individualistic, and difficult to replicate. Information processes are
extremely variable and generally undocumented, and results might be
creatively manipulated to meet the individual’s specific needs or personal
agendas.

Level 1 people (human capital) need to work autonomously in un-
structured environments. The information mavericks, especially, tend
to be fairly outgoing and risk tolerant. They difterentiate themselves
through subtle internal competition, and they are motivated by individ-
ual recognition for individual contributions. They see change as an evil,
a threat to the status quo.

Level 1 culture rewards charismatic leaders and PC renegades, and
creates a gratifying work environment for them. The environment is
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internally competitive and lacks consistent evaluation and performance
criteria. This is an everyone-for-himself information culture, where
individual objectives prevail and people get information any way they
can, usually based on contacts and clout.

Level 1 limitations arise largely from the natural self-interests of infor-
mation mavericks, who have authority over what and how information
is used—and often massage information to their personal benefit.
Individuals flourish at the expense of the organization. The silo mind-
set tends to reward individual- or product-level success even as it canni-
balizes other products or undermines enterprise-wide profitability.

Because success depends on individual heroics, there is little capabil-
ity for repeating successful processes unless the key players remain the
same. The company is hurt every time employees leave and take their
expertise out the door with them.

Granted, organizations at Level 1 are sometimes successful due to
visionary leaders, ambitious mavericks, an uncontested niche, and luck.
These enterprises generally operate and make decisions in an unplanned
and chaotic information environment. While many organizations still
operate at Level 1, few would candidly identify themselves as such.

LEVEL 2: THE CONSOLIDATED
ENTERPRISE: GAINING
DEPARTMENT-LEVEL PERSPECTIVE

At the second level of evolution, companies have consolidated informa-
tion management across a functional area, unifying departments and
implementing solutions that satisfy department-level needs. At the sec-
ond level of evolution, individual departments or functions within the
company have each consolidated their own information into silos that
serve department-level needs. There is little regard for an enterprise
plan or priorities. (See Exhibit 2.3.)

Level 2 infrastructure applies department-level hardware, networking, and
software. Data stores and decisional applications are designed, developed,
and supported to serve department-level needs. Even though some of
these tools may be sophisticated, such as data modeling and mining, they
are not used consistently, nor are they common across the organization.
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EXHIBIT 2.3 INFORMATION EVOLUTION MODEL:
LEVEL 2
Knowledge Human
Level 2 Infrastructure Process Capital Culture
CONSOLIDATE Functional Department Functional ~ Our group versus the
systems group rest of the company

Level 2 Indicators

Departmental orientation drives decision making

Independent department islands of information

Departmental data consolidation and access

No automated integration at the enterprise level

Departmental business measures that are inconsistent across the enterprise
Multiple interfaces and extracts against the same production data

While some localized governance of information may exist, it is inconsis-
tent across the organization. Difterent departments might even have con-
flicting definitions for the same data elements. Duplication of eftort is still
a problem, as are redundant tools and interfaces.

Level 2 knowledge process consolidates data and decision making at the
department level. Peers in a group do their work in the same way, using
processes and systems that are consistent across the whole department.
Analytical solutions such as campaign management, supplier evaluation,
or budgeting are being planned or implemented.

Departments measure performance by their unique metrics, which
are not necessarily aligned with enterprise goals. Who can blame them,
when resources are controlled at the departmental level? It is possible to
calculate enterprise-level metrics, but only with a lot of manual inter-
vention. Two departments, each seeking to answer the same question,
often come up with different results.

Level 2 people support department-level rather than individual-level
or enterprise agendas. Charismatic leaders still reign, but they are
more likely to be middle management, competing with peers for
recognition from the boss. They select and align themselves with loyal
team players rather than individualists. Team members work well
together, but they are challenged when asked to work cooperatively
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with other departments. After all, that is the competition in the quest
for corporate recognition and resources.

Level 2 culture embodies an us-versus-them mentality, where each
department pursues its own vested interests and people are rewarded for
contributing to departmental goals. Department heads make more
informed decisions, but they may skew or hide results that reflect poorly
on the department. Incentives are based on meeting departmental goals,
even at enterprise expense. Multiple versions of the truth, “tribal”
knowledge, and internal politics distract the company from staying
focused on the marketplace.

Level 2 limitations arise from departmental myopia: the narrow func-
tional focus that generates inconsistent organization-level results. It takes
a lot of manual consolidation and reconciliation to generate an enter-
prise view of performance, so the cost of information, while better than
at Level 1, 1s still high. Without a big-picture perspective, it is hard to
respond quickly to market opportunities or meet organizational objec-
tives and revenue goals. Departments may even decline to fund efforts
that benefit other groups or distract them from their own missions.

LEVEL 3: THE INTEGRATED ENTERPRISE:
AN ENTERPRISE-WIDE PERSPECTIVE

At Level 3 of the Information Evolution Model, the enterprise has
acknowledged the strategic and competitive value of information and has
defined an information management framework to satisty organizational-
level objectives. Rather than catering to individuals or departments, IT
solutions enhance the organization’s ability to create value for cus-
tomers and stakeholders.

At this level, the organization starts understanding the value creation
process—exactly how the organization creates marketable value for cus-
tomers. It becomes clear which processes are core (essential to your dif-
ferentiation) and which are not, and can be eliminated or outsourced.
(See Exhibit 2.4.)

Level 3 infrastructure formalizes information management processes
under a central point of control. A streamlined, enterprise-wide infra-
structure—software, hardware, databases, and networking—eliminates
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EXHIBIT 2.4 INFORMATION EVOLUTION MODEL:
LEVEL 3
Knowledge Human
Level 3 Infrastructure Process Capital Culture
INTEGRATE Enterprise Enterprise Enterprise All of us
systems group

Level 3 Indicators

Enterprise-wide information used for making decisions
Enterprise-level information governance process
Enterprise data frameworks in place

Information management concepts applied and accepted
Institutional awareness of data quality

redundancy and enables a single version of the truth. I'T processes are
well defined and provide the audit trails, integrity, and accountability
necessary to support key decisions.

Level 3 knowledge process shifts from an operational focus to analytic
systems that report not only what was, but what if and what will be.
This capability may have been present at Level 2 as well, but at Level 3
it becomes enterprise-wide. The organization mobilizes resources
around markets and customer relationships rather than functional or
product groups, and fosters activities that maximize the value of lifetime
relationships.

Information can be accessed through standardized applications by
everyone in a decisive role. Information processes are predictable and
repeatable. Data and key metrics from diverse departments can be
aligned, shared, and integrated in a common arena. Performance man-
agement is automated.

Level 3 people collaborate well within their peer group on an ad hoc
basis, but they also think outside their functional unit about the greater
good of the enterprise. They have a holistic view that enables them to
understand and appreciate how their efforts contribute to enterprise
goals.

Level 3 culture places a high value on quality of information and
enterprise-wide performance results. In fact, information is viewed as
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a corporate asset. Throughout an enterprise, information is widely
accepted as an essential tool to operate the business and create value.
Training and organizational development encourage consistent access
and use of data.

Level 3 limitations are more than outweighed by the advantages of
achieving this evolutionary level: rapid decision making based on accu-
rate, current, enterprise-wide intelligence. The organization sees higher
returns on customer and supplier relationships and faster time to market
for products and services. However, cross-functional collaboration is
still limited, and greater agility is still achievable.

LEVEL 4. THE OPTIMIZED ENTERPRISE:
NIMBLE, ADAPTABLE, AND EFFICIENT

The Level 4 enterprise is nimble and adaptable, optimized for efficiency
while constantly realigning with changing markets. Access to current
information is a given. When the market grows or adjusts, the Level 4
organization quickly adjusts and reoptimizes to the new business model.
(See Exhibit 2.5.)

Level 4 infrastructure represents an enhancement to the Level 3 infra-
structure rather than a new framework. It provides complete context for
all decision making and makes it available as the natural course of busi-
ness, rather than as a hunt-and-peck process. Business systems are linked

EXHIBIT 2.5 INFORMATION EVOLUTION MODEL:
LEVEL 4
Knowledge Human
Level 4 Infrastructure Process Capital Culture
OPTIMIZE Extended enterprise Extended Extended Our partners
systems enterprise group and us

Level 4 Indicators

Incremental improvement mind-set
Closed-loop feedback from analysis
Information context based on work flow
Shared experience through collaboration
Communitites of interest over departments
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across the supply chain from back-office functions through customer
touch points, enabling communication, data sharing, and continuity
across functional areas and extended business relationships.

Level 4 knowledge process focuses on maximizing performance effi-
ciency and incrementally improving the quality, timeliness, and avail-
ability of information. The organization has modeled all work-flow
interactions across the entire information value chain to develop new
optimized business models. New quantitative measures, real-time ana-
lytics, and closed-loop feedback processes fuel continuous improvement
of those business models. Integrated customer information is analyzed
to detect patterns, predict future behavior, and understand customer
needs for consistent and immediate customer responses.

Level 4 people are driven, diverse, adaptable, and thrive on new chal-
lenges. They prefer creative challenges to predictable tasks, and are not
afraid to take risks. They bring diverse intellectual skills to the table, and
use historical and predictive analysis to increase the effectiveness of their
organization in an ever-changing marketplace.

Level 4 culture empowers individuals to continually make incremental
improvements and gives them the quantitative information to do it well.
Managing change becomes a core competency. Internal competition
that once stymied cross-departmental efforts has been replaced by col-
laboration and interdependency. Widespread access to internal and
external information provides broad context for understanding and
allows communities of interest to share experiences and continuously
fine-tune the business model.

Level 4 limitations stem from the organization’s heightened reliance on
information flow—at once a competitive advantage but also a potential
vulnerability, should that information flow be interrupted for any reason.
Furthermore, by disseminating proprietary information across shared
public facilities, and by drawing external business partners into the
trusted “internal” network, the organization must allocate more impor-
tance to security, network robustness, and data integrity measures.

However, these concerns are more than compensated for by the
advantages of achieving this level: major gains in market alignment, pro-
ductivity, supplier performance, market success, employee productivity,
and customer satisfaction.
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LEVEL 5: THE ADAPTIVE, INNOVATING
ENTERPRISE: CREATING CONTINUOUS
AND SUSTAINABLE GROWTH THROUGH
INNOVATION

The Level 5 organization institutionalizes innovation and transforms
the enterprise from an operational/reactive entity into a wellspring of
constant, proactive renewal. The Level 5 organization creates sustain-
able growth by continuously generating new sources of value. (See
Exhibit 2.6.)

Level 5 infrastructure is a sophisticated “intelligence architecture” that is
flexible and extensible to meet any integration or expansion challenge
the organization might encounter. It includes a rich suite of analytical
capabilities, so new ideas can be tested and refined in virtual environ-
ments rather than in concrete ones. The infrastructure provides a support
network for creativity, including systems to organize and foster ideas,
address legal processes, and manage emerging products and processes.

Idea-generating information can be accessed from internal and exter-
nal sources, in structured and unstructured formats, and in a variety of
media and languages. Proposals, pilot projects, and post-pilot reviews
are documented, categorized, and easily accessible to all who might
learn from them.

EXHIBIT 2.6 INFORMATION EVOLUTION MODEL:
LEVEL 5
Knowledge Human
Level 5 Infrastructure Process Capital Culture
INNOVATE Adaptive Situational Dynamic Adaptive
systems matrix network groupings

Level 5 Indicators

New ideas brought quickly from concept to fruition

Access to cross-industry information

Failures accepted as learning experiences

Ideas welcomed from anyone in the organization
Information used to forecast and manage new venture risk
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Level 5 knowledge process uses extensive analytics to model the future
and minimize risk while incubating constant innovation. New business
models are regularly suggested, simulated, and tested. Collaboration far
beyond familiar boundaries has been institutionalized, and employees
continuously surface new ideas as a matter of course. The organization
routinely manages, evaluates, and communicates the results of the inno-
vation incubation process.

Level 5 people are proactive, creative thinkers with a venture capitalist
mentality. They hold various roles within the organization yet can be
pulled together quickly for interdisciplinary teams as needed. They
focus on moving the enterprise forward, while always considering new
ways their expertise might create value. They are constantly contribut-
ing new ideas and shepherding viable ideas from concept to revenue as
quickly as possible. They regard sidelined projects not as failures but
rather as learning opportunities.

Level 5 culture embraces thinking “outside the box,” where the only
bad idea is the unspoken one. While not all ideas make it to market, the
organization generates a significant amount of its growth from new
ideas.

Proactive, revolutionary cultural change is not feared; it is the norm.
New analytical information constantly stimulates creative thinking and
action. Individual creativity, intuition, and innovation are supported by
a culture of inquiry, collaboration, and documented experience.

The intelligent enterprise at Level 5 will often look to other indus-
tries, technologies, and markets for correlating business concepts and
apply them to their business in a way that defines new value. Moreover,
the patterns of innovation are embedded in all dimensions of the
Information Model, so successes are sustainable and repeatable.

PRACTICAL APPLICATIONS
OF THE MODEL

This Information Evolution Model was derived from analysis of com-
panies of all sizes across a broad range of industries. That being the case,
one might reasonably ask, “If this model represents natural processes
and scenarios that are common and typical in the business world,
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wouldn’t a company naturally gravitate up these levels—whether it
pledged allegiance to some model or not?”

Sure, but consider the cost. Whether they subscribe to an Information
Evolution Model or not, organizations will still move between the levels
of the model, but only when the pain and dysfunction of the current
level becomes unbearable (see Exhibit 2.7). With a reactive approach,
key information is wasted. Competitive advantages are lost. The entire
business is put at risk.

One can evolve by design or by default. Evolution by default can be
a painful process, because it is stimulated by fear and decline (or
demise). In contrast, evolution by design provides a clearly articulated
conceptual framework that everyone in the organization can agree to
and collaborate on to move the enterprise forward—before hitting pain
points.

Read on for an in-depth look at the implications and advantages of
each evolutionary stage—presented with real-world examples from
some of the most notable players in business, industry, and healthcare.






CHAPTER 8

On the Levels

INFORMATION EVOLUTION IN THE REAL WORLD

In Chapter 2 we introduced the Information Evolution Model,
which defines five evolutionary stages in the way companies manage
and exploit information. The model defines four dimensions for each
stage—infrastructure, knowledge process, human capital, and culture—
all of which contribute to (or detract from) the value of business infor-
mation. In this chapter we will take a closer look into each of these
dimensions in a way that makes it easy to compare one level to another:
by organizing attributes into logical subcategories for each dimension
and the organization as a whole.

Overview of the Organization

* Business focus. The organization’s overall mind-set

* Data value. The degree to which information is valued as a corpo-
rate asset

* Decision making. How decisions are made, based on what types of
resources

Infrastructure

» IT architecture. The hardware, software, and connectivity that sup-
ports information flow

27
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ON THE LEVELS

Intelligence tools. The applications used to transform raw data into
useful knowledge

User access. The flow of meaningful intelligence to the users who
need it

Knowledge Process

Degree. The extent to which processes are defined and enforced

Consistency. The extent to which processes are uniform across the
enterprise

Metrics. The types of measures that the company tracks to gauge
1ts success

Human Capital

Skills. The capabilities that are sought or nurtured in the com-
pany’s knowledge workers

Motivators. The intrinsic and extrinsic forces that drive people to
do what they do

Dynamics. The nature of interactions among individuals

Culture

Rewards. The compensation structure—formal and informal—
and how it shapes behavior

Adaptability. The company’s acceptance of or resistance to change

Dynamics. The nature of interactions among teams and with upper
management

Attitudes. The collective “personality” engendered by the corpo-
rate culture

For each level of the Information Evolution Model, you will find

one or more case studies. These hypothetical companies show typical

examples of how these dimensions apply in the real world. If a level

has more than one case study, the first case study will show a company

operating at the designated level but well positioned to advance to the
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next level. The second case study will be a company that is mired at its
current level or will require a substantial overhaul before it can advance.

If you do not have a lot of reading time at hand, here is a hint. You
can skip ahead to Chapter 5, and take the self-assessment quiz that helps
identify your organization’s current level. Then come back to this chap-
ter and focus on the levels that apply specifically to your situation. If the
descriptions and case studies for those levels resonate with your experi-
ence and you are intrigued by the idea of attaining greater competitive
advantage from information—and sustainable growth from innova-
tion—ryou can chart a course for advancement. The second half of this
book describes the actions an organization will take to move from any
level to the next higher level.

A CLOSER LOOK AT THE LEVEL |
(OPERATE) ORGANIZATION:
INDIVIDUALISM AND DAY-TO-DAY
TACTICAL MODE

Overview of a Level 1 Organization: Getting Along
One Day at a Time

Business Focus Sustain day-to-day operations and promote the business.

Data Value What might be called business intelligence is mostly just
operational data—a by-product of business, a historical record
of what happened. It is valued by some as a source of individual
power, but not valued at departmental or corporate levels. As
long as data is correct for operational purposes—bills are
accurate, orders are filled correctly—management is content.

Decision Making Most decisions are made on personal experience, intuition, or
bravado—and are tactical decisions to support daily activities.
Only top management makes strategic decisions, usually on
gut feel.

Level 1 Infrastructure: Desktop Diversity

IT Architecture There is no overall information architecture for business
intelligence. Manufacturing or production systems might be
strong, but the rest is desktop, ad hoc, and unconnected in an
unsophisticated technical environment. This is chaos in action.
People maintain their own data, tools, and methods. Custom-
created applications are rarely documented; they become orphans
when their owners leave the company.
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Intelligence Tools Business intelligence tools, if they exist, are used very little.
Personal productivity tools, such as Excel, predominate.
Spreadsheets and simple reporting tools are thought to be
“analytics,” because users confuse historical trending with
predictive analytics. If more sophisticated tools are used, it is
only because ambitious, self-taught employees have acquired
them.

User Access Information access is limited to those who know how to find the
data and analyze it themselves. Employees try to answer
business questions with operational data, but they often have to
rely on instinct. Multiple extracts and personal data sets create
confusion and redundancy. It is very hard to get repeatable
answers.

Level 1 Knowledge Process: Have It Your Way

Degree Information management processes are limited. Where they exist, they
are clerical, task-oriented, personal—and undocumented. Individuals
often have to create their own data sources. Analysis, where it occurs,
is highly individualistic and difficult to replicate. The organization must
manually piece together information from many individuals.

Consistency Consistent results, if they occur, are a fortunate accident. Two people
in the same group, using the same information for much the same
purpose, might do things differently. There are no departmental or
company standards. Information mavericks have developed their own
processes to get information.

Metrics Metrics focus on present-day activities by function, such as cash flow,
headcount, accounts payable/receivable, and orders on hand—and look
forward only to the next accounting period.

Level 1 Human Capital: PC Renegades and Data Stars

Skills Only the IT group requires its staff to have operational skills. Within
business units, some people will bring information skills from their former
jobs or pick them up on their own. These people will become Information
Mavericks and quickly gain clout by their ability to analyze data and make
decisions based on data rather than gut feel.

Motivators People who have a personal interest in technology can explore that
interest and gain personal power with those information skills. People
who prize autonomy appreciate the lack of standard protocol.

Dynamics Information Mavericks hold the enterprise hostage with their exclusive
access to information. They will share their results (with their own
personal interpretation), but not their process for getting there. Most
other individuals have to base their decisions on instinct and
experience.
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Level 1 Culture: Rugged Individualism

Rewards Rewards are subjective and often political, focused on individual
excellence in day-to-day activities rather than contributions to
corporate-level objectives. This reward structure creates internal
competition for political favor and recognition, and does not reward
information skills.

Adaptability Change is feared and shunned unless there is personal gain involved.
Information Mavericks are especially resistant to change, because
they stand to lose power if they must forfeit their proprietary
positions.

Dynamics In this politically charged organization, managers exercise a lot of
command and control. They issue the edicts, but the Information
Mavericks hold the day-to-day power, since they hold the key to the
information that managers need.

Attitudes In this top-down management hierarchy, thought leaders who propose
anything “outside the box” are viewed as a threat, not an asset. The
environment is internally competitive.

Level 1 Limitations

Information costs can be quite high due to redundant processes, du-
plication of data interfaces and extracts, and inconsistent data collec-
tion processes. The accuracy of information is suspect, because it
probably has been creatively manipulated to support individual goals.
When the amount of information controlled by individuals grows,
enterprise goals could be compromised, thus limiting opportunities
for improvement.

Rightfully suspicious of information quality at lower levels of the
organization, most significant decisions are made by executives or lead-
ers at higher levels; these decisions are based on subjective experience
rather than objective facts.

This organization misses the opportunity to benefit from its infor-
mation assets, and individuals flourish at the expense of the organiza-
tion. Because success at this level depends on individual heroics, there
1s little ability to repeat successful processes once a key player leaves the
organization.

This operational mode is not sustainable over the long term, as power
struggles and misinformation take their toll on the enterprise. This
company risks becoming a niche player or a has-been.
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A CLOSER LOOK AT THE LEVEL 2
(CONSOLIDATE) ORGANIZATION:
CONSOLIDATING GOALS AND
INFORMATION INTO A
DEPARTMENTAL VIEW

Overview of a Level 2 Organization:
Consolidated by Department

Business Focus
Data Value

Decision Making

Drive each department toward consistency and success.
Information is valued for achieving department-level goals but
rarely has an impact on a corporate decision, nor is it valued as a
corporate asset. Users realize data quality is important, but they
control quality only in their own data—often by applying unique
rules, manually correcting known errors, and filling in the gaps with
their own knowledge. There is no big picture.

Most decisions are made in departmental islands, but significant
decisions are pushed up to higher levels where decision makers can
add gut instinct to the process. Some people want to make fact-
based business decisions, but the available information is suspect.
It can be twisted easily to make each department look good.

Level 2 Infrastructure: Departmental Tools and Standards

IT Architecture

Intelligence Tools

User Access

Hardware and networking standards have been established across
the enterprise, but each department uses its own tools and data
standards. Except for basic infrastructure, there are no enterprise-
wide technology standards or frameworks. In fact, the architecture
is very fragmented. There might be dozens of departmental
databases on servers stuck under desks, most of them unknown
to IT and many no longer supported by their vendors.
Each department acquires and uses its own business intelligence
tools—point solutions acquired to address a specific function, such
as campaign management, supplier evaluation, or budgeting. These
tools might be quite sophisticated, with descriptive and predictive
analytics, but they are not consistent or used consistently across
departments. Without IT oversight or control, there is a lot of
redundancy of tools and applications.
Departmental data marts assemble data from the group’s users and
make it available in numerous reports, but these reports often
present conflicting results across departments and provide limited
context. How do the figures relate to real business issues?

Worse, needed information might be owned by other
departments, and there is no formal way of accessing it. There is
some collaboration via meetings, memos, and simple file sharing,
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but understanding the data still requires the tribal knowledge and
goodwill of information gatekeepers. There is too much time spent
finding and assembling information; too little time spent making
sense of it.

Level 2 Knowledge Process: Well Defined
at the Departmental Level

Degree

Information is collected, assembled, accessed, and tracked on a
departmental level. Data acquisition processes are separate from
analysis and reporting, and many users receive reports on a systematic
basis. End user computing organizations emerge to provide reports and
analyses for the less data knowledgeable.

Data management processes are fairly well defined within each
department but not across departments. Since analysis is based on
a myopic view, it will not accurately reflect influences from outside
the department. There is also much duplication of effort, and
departmental information must be manually consolidated to get
an enterprise view.

Consistency Although there might be uniform hardware, networks, and software

Metrics

in place, this infrastructure is not used consistently. Departmental
governance is enforced, but rules are different for each department.
Even the simplest things, such as the definition of a “customer” or
“sale,” can vary by business unit. It is hard to generate an enterprise
view that crosses organizational boundaries.

There is a heavy focus on static reporting of operational measures, such
as gross margins, total revenue, total expense, or inventory on hand.
Business analysts perform some interactive analysis to distill other
performance measures, but only at a departmental level.

Level 2 Human Capital: Subject Matter Experts
and Information Gatekeepers

Skills

Motivators

The job of subject matter expert (or business analyst) has been
established within departments, and Information Mavericks have naturally
migrated to those jobs. Subject matter experts spend about 50 percent of
their time preparing and integrating information and about 40 percent of
their time preparing reports that put the best spin on the data.

They are valued and paid for their information skills, even though they

are not explicitly IT workers. Training, when it is provided, is done to
satisfy departmental needs rather than any enterprise program for
information skills training at the business unit level.

Team players thrive in this type of organization. They have strong
managers who defend the department and create internal cohesion. Those
with an interest in information management are recognized and
appreciated for their skills.
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Dynamics

Team members work well together, but they are challenged when

asked to work cooperatively with other departments. After all, those

are competitors in the internal corporate struggle for power, recognition,
and budget.

Level 2 Culture: “Us versus Them”

Rewards

Adaptability

Dynamics

Attitudes

Within departments, managers and subject matter experts have vested
interests in controlling departmental data. Subject matter experts have
emerged as the rightful owners of ”good” data for their department and
are rewarded for their ability to advance departmental agendas. They
know how to use that data as “proof” of departmental needs and
accomplishments. Incentives are based on meeting departmental

goals, which may or may not be in line with the best interests of the
enterprise. People are told they are empowered, but how empowered
can they be if they do not have direct access to information?

Change is embraced when it results in political or self-improvement
gain for the department—or if it takes place in someone else’s
department (especially if it creates an opportunity to grab some of their
resources). Change is viewed as a threat if it disrupts the department’s
own carefully groomed processes or if it requires disparate functional
units to work together. Departments might actively resist change that
benefits other groups or distracts them from their own missions, even
if the company as a whole would benefit. Even under the best of
circumstances, change is poorly communicated, cautiously approached,
and limited in results.

Staff and funding are dedicated to departmental objectives, with the
hope that the entire enterprise will be better off. However, the
department focus creates an “us versus them” mentality. Every business
unit protects data as its unique intellectual property. No one really
wants to share. After all, to give away your knowledge is to give away
some of your value and political position. In this top-down management
structure with a strong team-first perspective, decisions can be very
politically oriented.

Thanks to internal competition among departments, the culture is
politically charged and somewhat distrusting. Department heads are
focused on making their departments shine rather than on making the
organization shine. Therefore, people who think outside the box might
be tolerated. However, their good ideas might not get very far, because
exploring new ideas outside the assigned department is seen as
nonproductive.

Level 2 Limitations

From a departmental perspective, Level 2 looks great. The department

is empowered with analytical tools, skilled knowledge workers, and a
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mission to advance its own agenda. However, this myopic focus is not
so great for the organization as a whole. Departments act autonomously
for their own benefit, and their goals are not necessarily aligned with
the organization’s strategic direction. Rarely does anyone ask, “How
will this decision affect the organization as a whole?” Even if the ques-
tion is asked, there is not enough data to provide the answer. No mat-
ter; the team is accountable to upper management for success on only a
limited set of metrics anyway.

This is a troublesome attitude, because context is everything. The
“right” decision from the 10-foot view might very well be the wrong
decision when viewed from 10,000 feet. The decision that best benefits
my group might be gained at your expense. The decision that keeps a
marketing campaign under budget might alienate good customer
prospects and ultimately cost more than it gains. The cutback that saves
millions in IT network infrastructure could be costing untold more mil-
lions in lost Web sales, because the online storefront is quirky and slug-
gish. A cost-reducing effort to trim contact agents might frustrate
customers, who want immediate response.

It is difficult or impossible to get this cross-functional perspective in
a Level 2 organization. With all those distributed analytical tools, it is
hard to assemble an enterprise view of anything. Chances are, business
unit leaders across divisions will deliver different numbers, driven by
different foundation data and definitions, each slightly massaged for the
benefit of the originator.

A CLOSER LOOK AT THE LEVEL 3
(INTEGRATE) ORGANIZATION: INTEGRATED
INTO AN ENTERPRISE-WIDE VIEW

Overview of a Level 3 Organization:
Integrated across the Enterprise

Business Focus = Manage performance based on an informed, comprehensive view of
all operations across the enterprise.

Data Value Everyone understands that good information is essential to run the
business. Information is seen as a critical strategic asset, just as
important as tangible, operational assets. Managers and staff also
appreciate the importance of data quality—the need to define and
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Decision Making

distribute data consistently across the enterprise. The company has
started to make use of external data as well.

Decision making is not just the high-risk domain of upper echelon;
it now takes place further down in management. Instead of instinct
and intuition, this organization bases its decisions on high-quality,
factual information gathered from across the enterprise. Decision
makers can identify alternatives and act on information from a truly
enterprise-wide perspective, reflecting enterprise goals and
objectives. Departmental decisions are made for the greater good.
Enterprise-level decisions are made with an appreciation for the full
context.

Level 3 Infrastructure: Integrated across the Enterprise

IT Architecture

Intelligence Tools

User Access

Moving beyond stand-alone and black-box tools, this organization
has implemented an integrated enterprise information platform. A
unified enterprise data repository stores and manages all data,
even data from disparate databases, proprietary tools, and
external sources. Enterprise-standard tool sets and applications
manage data extract/transform/load (ETL) processes, data quality
routines, analysis, and information delivery.

A central group has established at least a high-level enterprise
data model that defines common measures, definitions, data
standards, and metadata (data about data) for the whole
company. In this well-managed environment, central governance is
maintained, all actions are tracked for compliance purposes, and
all information assets are protected.

Corporate memory, once reliant on operational systems, is now
transitioning into information systems. Analysis and visualization
methods distill meaningful insights from operational/transactional
data, without requiring business users to become statisticians. A
rigorous analytical framework enables users to explore data for
discoveries that might otherwise be overlooked.

The organization can model business behaviors and begin to
understand the future, not just react to the past. Analysts can now
focus on analysis, not on finding and preparing data. Now that
data is available from across the enterprise and external sources,
analysis can be framed in broad context.

Now that information resides in central data repositories, it is
available to all authorized users, not just the original data
“owners.” Furthermore, it has been cleansed through standard
data-quality routines, so users can have confidence in the reports
that result. The foundation data represents “one version of the
truth.”

Users have access to the data through interfaces tailored for
their specific needs—such as summary information with drill-down
capability for executives, straightforward ad hoc query for
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managers and business analysts, and sophisticated model
manipulation for quantitative specialists. These quantitative
specialists create libraries of reusable analyses that others can
reuse without having to be statistical experts. As a result, more
users than ever exploit information with confidence and drive
rapid business advances.

Level 3 Knowledge Process: Well Defined
across the Enterprise

Degree

Consistency

Metrics

Information management concepts are applied and accepted. Data
management processes are well defined, resulting in a clear view of
operations and a reliable foundation for analysis. Procedures and
schedules are well defined for people, plans, tasks, and responsibilities.
Staff members can see exactly how they contribute to the bottom line.
Now that the company has a holistic view of the enterprise, it starts to
see duplicate, overlapping, and inefficient processes.
Enterprise governance is enforced, and data quality is paramount.
Consistent data model definitions, data collection, and quality processes
have been adopted across the enterprise. Data movement is managed
via approved tools and robust middleware. Business unit processes now
align with enterprise objectives and with each other.
In addition to the standard operational measures, the company now
tracks metrics related to big-picture performance and market
alignment—in addition to the earlier departmental and operational
metrics. Typical key performance indicators (KPIs) might be: comparative
growth, customer satisfaction, internal process efficiency, employee
development, and target market penetration.

Level 3 Human Capital: Knowledge Workers,
Armed with Knowledge

Skills

Motivators

Dynamics

This company actively seeks to recruit people with good information
skills, and the workforce contains a high percentage of “knowledge
workers” —analytical thinkers and team players who clearly understand
corporate goals.

Employees get a lot of authority. In this matrix management structure,
they are entrusted to make decisions, and they have access to the
complete and accurate information they need for those decisions.
Information stakeholders can be found throughout the organization, so
there is widespread opportunity for motivated individuals to make
meaningful contributions. Those with exceptional information skills are
rewarded accordingly, because the company places a high value on
information.

This is a great environment for team players who thrive on predictability
and structure. Since processes are well-defined, people are clear about
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their roles and how they contribute to the organization’s success. Yet at
the same time, they can appreciate the autonomy of performing their
own analysis. People are individually empowered to thrive in an
enterprise-centric environment.

Multidisciplinary teams come together to solve corporate issues, then
are reshaped when the work is done. As a result, the workforce becomes
adaptable; team members can work with anyone to get the job done.

Level 3 Culture: All for One

Rewards

Adaptability

Dynamics

Attitudes

The reward structure encourages users to comply with enterprise
information standards. At this level, it is no longer acceptable to run
wild and free with independent tool sets and methods. The company
especially prizes employees with exceptional skills in information
management. The company has defined career paths for information
experts and provides ongoing training and organizational development
to foster excellence.

Improvements happen frequently in all dimensions, so people are
starting to get used to change. They accept change if it is
communicated well, that is, if they can appreciate what it means to the
company’s success.

Employees are aligned with departmental goals, and departmental
goals are aligned with enterprise goals. This alignment reduces the
interdepartmental competitiveness typical in Level 2 organizations.
Here everybody is driving toward the same destination. If anyone tries
to drive personal agendas, the enterprise “immunity system” —
corporate culture that resists threatening behavior—kicks the person
out. The all-for-one mentality gives rise to collaboration across
business units, as cross-functional information sharing becomes
routine.

Everyone is focused on the health of the enterprise and on producing
high-quality data for strategic value. People are starting to think
strategically, and a lot of ideas are being generated, but there is no
real process for prioritizing them. Some ideas make it to fruition, but
with no real consistency.

Level 3 Limitations

What’s not to like about Level 3? The advancements at this stage extend
the value of existing systems while setting the stage for new levels of

enterprise-wide intelligence not previously possible.

Individual technology components have been integrated into one

synergistic system. Information flow can now transcend functions,

organizational boundaries, computing platforms, and specialized tools.

Decisions can be made rapidly, with full knowledge of underlying
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context and hidden interdependencies. Business users can direct their
own analyses, using expert systems that put sophisticated analytical
power into the hands of nonstatisticians.

Achieving Level 3 is no small accomplishment. This step eludes many
organizations. Interestingly, now that they can see across the entire
organization, many Level 3 entities quickly realize the strategic advan-
tages of continuing up the information evolution path—and make plans
to move toward Level 4.

A CLOSER LOOK AT THE LEVEL 4
(OPTIMIZE) ORGANIZATION: OPTIMIZED
FOR EFFICIENCY AND PRODUCTIVITY

The Level 4 operation is a well-oiled machine that has a clear picture of
its value to customers and can adapt to any market change or condition.
The organization has built on the integrated information environment
it created in Level 3 to further (and continually) optimize market align-
ment, business decisions, and processes.

The progression from Level 3 to Level 4 is a fluid one, because it
requires no significant overhaul on any dimension, just incremental
enhancements in each. However, this level represents the tipping point,
where the focus can shift from collecting and integrating data to gain-
ing genuine value from that data.

Overview of a Level 4 Organization: Driven by
Market Leadership

Business Focus  Continuously optimize market alignment and processes to achieve
market leadership. Monitor markets to foresee the slightest shift in
expectations and realign the organization accordingly—while always
improving the efficiency and effectiveness of related processes.

Data Value Information is tightly woven into the fabric of the business and is
valued as highly as a hard asset. Anywhere, anytime access to
quality information is pretty much taken for granted. In fact, there
is more information than ever, because the company monitors and
analyzes data from many new sources: markets, customers,
partners, and suppliers. The company adds value to its analysis by
incorporating “unstructured” data—such as text files, digitized
speech, images, e-mails, and customer support records.
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Decision Making

The company has evolved to “exception-based” processing. That is,
automated work flows exist for most standard work, so human
intervention is required only for special cases. Where decisions are
required, they are made as close to the operational level as
possible.

Decisions are always based on analytics that not only explain
what was but reliably predict what will be, using quantitative
and qualitative inputs. “Should we invest in this new product?”
“Will this process improvement be worth it?” Answers to such
questions emerge from sophisticated decision support tools,
such as predictive modeling using activity-based costing to
calculate the return on investment (ROI) of process changes, and
risk management to determine whether to chase a new opportunity.

The results of decisions are traced and fed back into the
system, so the company can capture best practices and prevent
repeated mistakes. This is the true “learning organization.” Project
experience is captured and cataloged, and new project teams start
by checking out these corporate experiences. The decision-making
environment is so agile that it can react quickly to the nonstop
changes that happen at Level 4.

Level 4 Infrastructure: Anywhere, Anytime Intelligence

IT Architecture

Intelligence Tools

A truly integrated business intelligence encompasses data from
external entities (e.g., partners, suppliers, market data, etc.)
and from every corner of the enterprise . . . from operational/
transactional systems, multiple databases in different formats,
and from all contact channels . .. from PCs to mainframes,
interactive to batch. To this company, it is not enough for discrete
systems to be willing to inject data into neighboring systems; this
infrastructure fully integrates systems from functional units into
an enterprise framework.

The infrastructure is reliable and fault tolerant, and data
quality processes are widespread. The metadata model documents
the entire business process, value and strategy. Everything is
transparent. A “closed-loop” infrastructure feeds results back into
the system to create a continuous learning environment.
Business intelligence tools go way beyond drill, sort, filter, and
rank—the calculations and tallies that are often mistakenly called
“analytics.” Extending the value of Level 3 analytical tools, users
can predict future outcomes of interest; explore and understand
complex relationships in data; and model behaviors, systems, and
processes.

They model work-flow interactions to continuously develop
new and improved business processes. They monitor cause-and-
effect relationships to continue finding opportunities to improve.
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User Access

They examine customer information to detect patterns that
predict future behavior. And they get answers in real time, or
close to it.

In fact, information has become so automated and integral to
the business that it is just something employees expect to be
there when they need it, just like their desks and chairs.
Fit-to-task interfaces make information accessible to the largest
user base—from workers on the shop floor to business users to
quantitative specialists to executives. Everyone who needs it has
ready access to the insights to make better business decisions, in
a format appropriate for their requirements. Easy-to-use, wizard-
driven self-service interfaces enable users to do their own ad hoc
query and reporting, being guided through simple and complex
analytical and reporting tasks without assistance from IT.

The system delivers intelligence through customized user
portals, so authorized users can designate what they would like
to receive, and when and how they would like to receive it, such
as via e-mail, Web, mobile phone, or PDA.

Level 4 Knowledge Process: Continuous Improvement

Degree

Consistency

Metrics

Data processes and personnel policies were already well defined at
Level 3, but they are being continually refined, thanks in part to
closed-loop feedback processes. Processes span external sources,

such as supply chain partners, distributors, and market data. The
company models work-flow interactions and analyzes results in context
for continuous process improvement. Now that change is a core
competency of the company, new processes are in place to manage
that change.

Consistency of processes and tools across the organization was already
established at Level 3. Now systems automatically reuse information
from interconnected business processes to continuously update internal
knowledge and best practices. Enterprise processes are therefore always
self-optimizing, producing a higher level of business intelligence than
previously possible.

For example, if combining two items on a promotional Web page
doubled sales of the cross-sell item, that knowledge can be quickly
applied to in-store displays. If the contact center was deluged by
consumers who were confused about how to assemble the widget they
just bought, this information is relayed quickly to product management
teams.

Because market leadership is the driving goal of a Level 4 organization,
metrics reflect a more outward focus than before. The company tracks
measures across time periods for the entire business value chain,

such as employee productivity, sales growth rate, time to market, and
adoption rate of new products.
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Level 4 Human Capital: Self-Managing
Knowledge Workers

Skills

Motivators

Dynamics

Job descriptions become more generalist in nature, with wide-spanning
authority and accountability. Critical thinking skills are vitally important, to
monitor market data and analyze what it means to the company’s entire
value chain. Not surprisingly, the Level 4 company has a hard time finding
the right people and often has to make significant investments in training
to bring them up to speed. In many roles, information management and
analytical thinking skills are required for advancement.

People are empowered with autonomy and authority to do what is right
for the company. For an achievement-oriented individual, this can be a
very gratifying place to work.

Level 4 knowledge workers are very focused on incremental process
improvement. Peer groups are formalized across departments; these
groups get together for brainstorming sessions that can lead the entire
corporation into new market dynamics. Everyone leverages information
and uses analysis, trending, pattern analysis, and predictive results to
increase effectiveness.

Level 4 Culture: Thriving on Change

Rewards

Adaptability

Dynamics

Attitudes

The compensation structure rewards knowledge workers with high
analytical skills and collaborative ability. There are plenty of
advancement opportunities for adaptable, creative people.
Change is a core competency and is viewed as an opportunity, not a
threat. The information architecture is adaptive, and so are job
descriptions, accountabilities, organizational structure, work flow, and
processes. That is a good thing, because change is rapid, iterative, and
continuous—ijust as it is in the markets the company serves.
The internal competition that was evident in Level 2 and waned in Level
3 is now replaced by collaboration and interdependency. At any given
time, professionals might be members of a half-dozen multidisciplinary
teams. The infrastructure promotes widespread sharing of internal and
external information—broad context for communities of interest to share
their experiences and fine-tune the business. This sense of community
now extends outside the organization to include customers, suppliers,
and partners.
With a participative management style, the culture is very collaborative
and supportive. Strategic thinkers are prized as visionaries, and their
ideas are given a chance to fly. Some of these ideas will flop, but
mistakes are not punished; they are viewed as learning experiences. The
corporation is so agile that missteps can be easily foreseen or
overcome—and prevented from recurring.

This supportive attitude works both ways. People are willing to accept
the concept of compromise for the good of the company if they know
the company is willing to compromise for them.
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Level 4 Limitations

Limitations? What more could you want? The Level 4 organization has
achieved competitive advantage and market leadership, using high-
quality information to fuel continuous improvements in processes and
business models. The culture fosters cross-functional collaboration and
cooperation, so this company can adapt readily to change. Yet for all its
change, this company is not taking big risks, because predictive analyt-
ics identify which opportunities to pursue and which to discard, and
closed-loop feedback makes sure the organization learns something
valuable from every opportunity it did pursue.

One caveat, though: Even a good thing can be taken to extremes.
There comes a point where optimization simply is not going to yield
much more bottom-line value. There comes a time to look further,
toward innovation.

A CLOSER LOOK AT THE LEVEL 5
(INNOVATE) ORGANIZATION: DRIVEN
BY CONTINUOUS INNOVATION

The Level 5 organization extends the value of previous evolutionary
stages. This organization spawns new ideas as a matter of course and insti-
tutionalizes innovation in a manner similar to a think tank. This company
understands what it does well and applies this expertise to new areas of
opportunity. There seem to be no limits to the new ideas that employees
put forth, ideas that bring revenues from new sources. Some of the most
inventive ideas are gleaned from other industries and unlikely inspirations.

Overview of a Level 5 Organization: Proactive
and Continuous Innovation

Business Focus  Never stop innovating. Grow top-line revenues by applying core
competencies to new products, markets, and business models—
which you define and create as a leader.

Data Value Information is an essential tool for uncovering and exploring new
opportunities. Data is so important to this process that the
company may have 200 or 300 times as much data as required for
operations. After all, it must now explore data not only from its own
operations and markets, but from other spheres where innovation
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LEVELS

might be found. Data quality is more vital than ever, because the
company is taking big risks on new ventures unless it can
accurately model the likely outcomes.

Everyone in the company is encouraged to constantly offer up new
ideas, which can be modeled in a simulated environment to identify
the ones that will drive the company forward. Go/no-go decisions
are based on sophisticated descriptive and predictive analytics that
include data from the entire value chain—from sources inside and
outside the company.

Level 5 Infrastructure: A Support Network for Innovation

IT Architecture

Intelligence Tools

User Access

The integrated, enterprise-wide IT architecture serves as a support
network for creativity. It includes systems to assemble any type

of internal and external information that could spawn new ideas,
manage the pipeline of new ideas, and implement ideas that are
deemed worthy to pursue. The infrastructure accepts structured
and unstructured data in a variety of media and languages, such
as databases, text documents, graphics, e-mail, and digitized voice
communications.

Proposals and pilot projects are documented, categorized, and
easily accessible for reference and use. Post-pilot reviews are
documented and made available to all who might learn from them.
Predictive analytics are used extensively to model the future—to
quickly identify potential ideas, rule them out or approve them,
and minimize the risk of moving forward with any of them. “What
if” becomes a daily question, and analytics provide reliable
answers based on quality information. Risk management systems
and human capital management systems take on new life. The
company also adds an integrated application to manage the
pipeline of new projects.

User access in Level 5 depends on role. Many employees will focus
on maintaining Level 3 and Level 4 efficiencies. A smaller number
will focus on creating change—identifying and seizing on new
opportunities. These people will have widespread access to many
data sources from a broad selection of industries, areas of interest,
and backgrounds.

Level 5 Knowledge Process: Managing Constant Renewal

Degree In

addition to the well-defined processes that provided cross-functional

collaboration at Level 3 and optimization at Level 4, the Level 5
organization adds new processes and policies for managing
innovation.

All information types, measures, and experiences are applied to

develop insights that lead to innovation. A project incubation process
ensures growth of many new ideas and moves them quickly into
prototype and pilot stages. The results of innovation are routinely
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Consistency

Metrics

managed, evaluated, and communicated. The innovation pipeline is
analyzed just like a portfolio of risk. The company always understands
such issues as technology readiness, potential barriers, and the impact
of a new project on existing processes.

Alignment with enterprise goals is a given by now. Beyond mere
consistency, Level 5 business processes are self-learning and self-
tuning, able to automatically capture and share best practices,
benchmarks, and experience. Only by understanding the full context
and impact of historical actions can an organization identify early
indicators of success or failure, and collaborate on options by tapping
the knowledge of the entire organization. Individuals make effective
decisions that apply past knowledge as part of a strategic learning
loop.

New metrics reflect the importance of innovation, such as revenue from
new ventures, number of ideas at various stages of the development
process, time from idea to launch, and the projected value of new
ideas in the pipeline.

Level 5 Human Capital: Creative Collaborators

Skills

Motivators

Dynamics

In addition to the people needed to run and optimize the business,

the organization attracts and rewards individuals who can synthesize
information and ideas from multiple industries, and interpret these to
propose new and viable ideas. In short, people are expected to think

like entrepreneurs. Hungry ones. These people are hard to find, but the
company has made an ongoing commitment to hiring and retaining them.
This organization provides a stimulating environment for creative
thinkers who like to challenge old paradigms and work outside the box.
In this dynamic environment, anyone in the organization can bring a
new idea to the table.

Level 5 is truly a melting pot—efficiency experts mixed with creative
thinkers. However, differences in background, experience, and knowledge
are embraced and encouraged. Collaboration is all the richer when the
participants bring unique perspectives to the table. Cross-functional peer
groups continue to play a key role in an individual’s day. Peer groups are
always looking to broaden the diversity of the team—all the better for
the most vibrant brainstorming sessions and the most creative ideas.

Level 5 Culture: Entrepreneurial Innovation

Rewards

Individual intuition and innovation are supported by a culture of inquiry,
cooperation, and experience. The culture rewards creativity and drive
and does not punish failures. Perhaps only 1 idea in 10 will be funded
for further development and 1 in 100 of those actually brought to
market, but that idea will be brought quickly from concept to fruition.
This momentum provides a gratifying work experience for achievement-
oriented teams.
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Adaptability Proactive change—even “revolutionary” cultural change—is constant.
There is an atmosphere of business tension in which competitive and
market information constantly stimulates inventive thinking and action.
The Level 5 environment requires employees, customers, and suppliers
to continuously contribute and evaluate new ideas. As with Level 4,
change is fundamental to the organization—not only accepted, but
expected.

Dynamics Self-managed teams dominate the landscape. Collaboration is
sophisticated. Diversity of experiences among these cross-functional
teams leads to great originality. The culture of innovation accepts that
failures are inevitable and used as learning experiences. The results of
these learning experiences are documented and shared as enterprise
knowledge, further developing the corporate culture.

Attitudes Strategic thinking was viewed as visionary in Level 4. It is expected
at Level 5. People think like out-of-the-box geniuses but act like team
contributors with a common end goal. The company embraces even
the most outrageous new ideas, because it can accurately forecast the
potential of new ideas and manage risk to within tolerable levels—while
continuing to manage existing business.

Level 5 Limitations

This progressive organization has decided to meet market volatility
head-on with continuous innovation. This company delivers a constant
stream of new products, services, and business models—staying ahead of
the competition to sustain market leadership. When competition or
commoditization threatens one source of revenue, the company quickly
releases another.

Innovation is not a one-time occurrence; it is an everyday event.
Change 1s institutionalized in the culture, processes, and infrastructure.
Information systems are in place to manage the pipeline of new ideas
just as easily as they manage tangible products.

The company can model new ideas in a virtual environment before
committing them to the real world. This ability makes it feasible to nur-
ture a never-ending stream of new ideas without undue risk. This pio-
neering company will prosper even in turbulent times.

The only notable limitation of Level 5 is that no organizations have
truly achieved this level. Many are trying, and some have pockets of
Level 5 attributes. A potential limitation is that humans, by and large,
are uncomfortable with constant change. Some people crave challenge
and autonomy, and others enjoy creativity and opportunity, but few
genuinely thrive an environment of constant transience.



CHAPTER 4

Dimension Tensi

WHEN THE WHOLE IS LESS THAN THE SUM OF THE PARTS

The Information Evolution Model recognizes that a single organiza-
tion may represent different levels of maturity on different dimensions.
For instance, an organization might be at Level 2 in its infrastructure but
still at Level 1 in culture; the systems are in place to foster department-
wide collaboration and consistency, but the company rewards individ-
ual stars at the expense of departmental goals. Or the company might
be at Level 3 in process but stuck in Level 2 on the Human Capital
dimension. Processes and systems support cross-functional analysis and
decision making, but people are still entrenched in an “us versus them”
mentality.

WHAT HAPPENS WHEN DIMENSIONS
ARE OUT OF ALIGNMENT

Misalignment of evolutionary progress produces “dimension tension”
and suboptimal results. The lagging evolutionary dimension becomes
the weakest link and inevitably drags down the merits of more evolu-
tionary mature dimensions.

When the Infrastructure Dimension Lags
behind Other Dimensions . . .

People cannot get access to the information they need to make deci-
sions—either because the supporting applications and access systems do

47
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not exist, or because they are restricted in their information-sharing abil-
ity. In many organizations, information resides in incompatible platforms
and organizational silos that barely speak to each other, much less to users.

Transactional enterprise resource planning (ERP) systems, opera-
tional customer relationship management (CRM) platforms, data
marts, niche marketing, customer management solutions, and various
reporting systems churn out gigabytes of data. However, all these moun-
tains of data are not coordinated, and they do not yield the knowledge
needed for continuous performance improvements and competitive
advantage.

Executives may be reluctant to fund Information Technology (IT)
initiatives, because earlier projects have failed to live up to expectations.
In its present state, the I'T organization is perceived as a cost center, not
as a contributor to profitability or growth.

When the Infrastructure Dimension Is Higher
than Other Dimensions . ..

The IT team may be implementing technology for its own sake, per-
ceiving software or hardware solutions to be silver bullets, without
much attention to the context in which they will be used. The inten-
tions might be great, but the risk is that users will not embrace the new
miracle application. Training, policy, and rewards might not be aligned
to empower or even encourage folks to use it. This would be an awk-
ward (but likely) time for the top executives to scrutinize return on
investment (ROI) figures for the year’s IT projects.

When the Knowledge Process Dimension Lags
behind Other Dimensions . . .

People have to reinvent the wheel every time they want to do some-
thing. They cannot access the information they need to make decisions,
because there is no consistent, established way to get it. When they do
get it, the information is questionable because quality controls were
lacking. Even tasks that should be the same are performed difterently by
different departments, at various times or by different people—and
yield conflicting results.
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Processes, where they exist, are aligned with individual or departmen-
tal goals rather than with corporate goals. New processes might increase
efficiency or reduce costs in one area while actually undermining the
corporate vision. However, this deficiency frequently goes unnoticed,
because there is no systematic way of measuring progress anyway.

This scenario is common in organizations that have grown quickly
through mergers and acquisitions. For example, FirstMerit Bank ac-
quired a diversity of credit risk as it grew through acquisition of other
banks. Serving western Pennsylvania and northern Ohio (a top 20 U.S.
market), the bank needed to have a big-picture view of overall risk,
both to protect its assets and to meet regulatory requirements. FirstMerit
Bank established a new process and infrastructure that enables it to
quickly gather and analyze credit risk information across all subsidiary
organizations.

When the Knowledge Process Dimension Is
Higher than Other Dimensions . ..

The corporation becomes process-bound—tettered by bureaucracy and
procedure. Processes frequently become stale. When the supporting
infrastructure is lacking, people struggle with the manual eftort required
to satisfy process requirements.

At its worst, the process-bound corporation suffers from “paralysis by
analysis.” Process has become the driving force for everything, whether
it is needed or not. The company motto seems to be “This is how we’ve
always done it.” Too much of the organization’s energies are consumed
by process rather than progress.

When the Human Capital Dimension Lags
behind Other Dimensions . ..

People may lack the skills or training to use the infrastructure for advan-
tage or to follow the processes that would allow consistency and conti-
nuity. They may feel frustrated, because they are expected to perform
up to the level dictated by process and infrastructure improvements, yet
they are not educated or empowered to meet those high expectations.
People may focus their energies on individual or department-level
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motivations, so their actions ultimately do not produce the best possible
result for the enterprise as a whole. Who can blame them? In an orga-
nization that is weak on the Human Capital dimension, management
often gives only lip service to an individual’s recommendations and
ideas; no real action is taken. In that environment, an attitude of “me”
or “us versus them” would be only natural.

When the Human Capital Dimension Is Higher
than Other Dimensions . . .

The company has unwittingly created a situation of internal conflict. It
is overly reliant on talent yet does little to enable that talent to bloom.
It has enticed the most creative and motivated people to join the team,
but there is insufficient infrastructure, process, or governance to give
wings to the wonderful ideas these people generate.

Motivated people get very frustrated waiting for change to happen.
They are told they are empowered, but the enterprise does not seem to
do anything to make it possible. They may want to leave—and stay only
because the compensation package is too good to forfeit, or because
they have found haven in a busywork job with low risk.

In his essay “The Talent Myth,” Malcolm Gladwell described this
scenario succinctly by suggesting that if everyone has to think outside of
the “box,” then maybe it is the box that needs to be examined.'

In other words, an organization’s intelligence 1s more than the sum of
the intelligence of its employees. Companies rely on cooperation and
coordination, on the ability to combine the eftorts of many people, not
on the individual brilliance of stars. The companies and businesses that
are most successful are the ones in which, as Gladwell puts it, “the sys-
tem is the star.”

Gladwell points to the example of McKinsey management consul-
tants and their influence on the Enron failure. Hiring smart people,
paying them “more than they think they are worth,” promoting them
above and beyond their abilities, and rewarding them based on the lus-
ter of their MBAs all led to a culture where smartness was everything,
where talent was seen as the key to success, and where the company was
in complete chaos.



WHAT HAPPENS WHEN DIMENSIONS ARE OUT OF ALIGNMENT 51

There were process deficiencies at hand, to be sure, but Gladwell says
the company’s demise was equally caused by an excessive emphasis on
star appeal, rather than traditional organizational structure, cooperation,
and common sense.

When the Culture Dimension Lags
behind Other Dimensions . . .

There may be great infrastructure, process, and people, but those peo-
ple are not rewarded for driving the enterprise forward. Compensation
may be based on superficial or shortsighted measures, rather than on the
individual’s contribution to real value.

In this type of environment, people tend to be influenced more by
“in vogue” staff members than by enterprise-level goals. After all, there
seems to be more reward in aligning oneself with a popular mentor than
in striving for the corporate good. What results is a corporation of fol-
lowers who do not have a strong sense of purpose.

Compounding these issues, there is limited communication to pre-
pare the workforce for changes and little commitment to carry through
in accomplishing change.

“For every consultant trying to sell the hazy notion of corporate cul-
ture—and there are a lot of them—there is a CEO who sees it as psy-
chobabble,” wrote Del Jones in USA TODAY.? “Culture is not easy to
define. Experts often resort to the universal definition of pornography:
You know it when you see it.”

“Achieving improvements among workers seems less of a science
than, say, controlling inventory. It’s cleaner to focus on strategy and
numbers,” Jones said, but chief executive officers (most notably, ex-
CEO:s) are discovering the fallacy of that thinking. “Poor strategy and
slumping financials get you fired, but dejected people are almost always
at the root of it.”

Just a few days before Jones’s article appeared, Philip Purcell had been
ousted as CEO of Morgan Stanley in what business analysts described as
a “mutiny,” an “employee-led revolt,” and a “bloodless corporate
coup.” The suspected cause? An inability to navigate the cultural divide
created by the merger of Morgan Stanley and Dean Witter seven years
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earlier—a merger that created one company with two armies, battling
each other and willing to shoot their general.

In their analysis of business process reengineering, Michael Hammer
and James Champy list many cultural issues among the top 20 reasons
for failure of reengineering initiatives.” High on the list was the ten-
dency to ignore everything except process redesign. Doomed to failure
are the projects that ignore organizational structure, reward systems,
labor relationships, distribution of responsibility and authority, and peo-
ple’s values and beliefs. Also doomed are the projects that defer to cul-
tural dysfunction, such as those that are quickly abandoned when they
meet resistance from staft or management.

When the Culture Dimension Is Higher
than Other Dimensions . ..

People are told they are empowered, yet they do not have the support sys-
tems to do anything with that empowerment. They may be encouraged
to revel in creative thinking and be rewarded for innovative ideas, but
there is no effective system for nudging those worthy ideas into reality.

The company may have engendered a very political environment that
is highly resistant to change. The culture is strong, so maintaining the
status quo can take precedence over driving the enterprise forward.
Anyone threatening to change the culture is at risk of being under-
mined by the culture.

DIFFERENT TYPES OF
“DIMENSION TENSION”

Because there are many possible combinations of dimensions—low on
some dimensions, high on others, balanced on some—organizations
can exhibit dimension tension in many different ways. Let us look at
three common examples.

1. “Golden Handcuffs” scenario. The Human Capital dimension sur-
passes all others.
“Technology View” scenario. The Infrastructure dimension leads.

“Underachiever” scenario. The human factor is the weakest link.
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Golden Handcuffs Scenario

The Golden Handcufts scenario 1s frequently seen in organizations
where the Human Capital dimension is very high, intentionally or not.
An overemphasis on the value of people creates dimension tension
when infrastructure, process, and culture are no match for the strong-
minded talent they should be supporting. (See Exhibit 4.1.)

In this scenario . . .

People are viewed as a company’s most valued asset. High salaries, great
fringe benefits, and lavish training have been invested to lure the best and
brightest talent. Executives believe the collective intelligence of all these
bright people will lead to shining performance. How could it not?

Knowledge process, if it exists at all, is sketchy and inconsistent.
Subconsciously perhaps, the organization does not want to squelch the
creativity of its stars by bogging them down in fixed procedures, such as
stock reporting templates or regimented timelines. After all, individual
brilliance does not fit into a 1-2-3 prescription.

EXHIBIT 4.1 AN ORGANIZATION WITH A HIGH
HUMAN CAPITAL (PEOPLE) DIMENSION
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The culture 1s one in which rewards are generous but aligned with
individual excellence rather than with unit or organizational goals.
With many stars questing for individual recognition, the culture is a
somewhat distrusting one. People who are highly motivated as individ-
ual contributors—accustomed to individual accolades—are often not
the best team players.

The infrastructure probably reflects the individualism of its users, and
much information resides in desktop PCs and scattered mobile devices,
with few enterprise applications and limited information sharing. Or
the infrastructure might be in place to foster enterprise-wide coopera-
tion, but that is no guarantee that individuals will use it or use it consis-
tently.

High salaries and generous fringe benefits make the Golden
Handcufts company sound like a great place to work. It is, for a while.

Picture yourself as a marketing manager at this company. You need
the preliminary sales projections created by the Research and
Development team when it sought funding for its project, but who has
that information now? Three members of the original team have
switched jobs, and now nobody remembers who created the original
report. When you finally find the keeper of the data, he puts you oft
indefinitely. He is developing a new internal program that will impress
his executives, and your request is a pesky distraction from that effort.

Then you need detailed technical specifications and test results to
include 1in a rush sales proposal, but the product manager will only pro-
vide them in copy-protected PDFs. You have seen articles in company
publications that would make a great opening chapter for that proposal,
but the public relations group will not share soft copy, because they do
not want you getting credit for their work.

You take all these concerns to your director, saying “I’m so frustrated
with all these roadblocks that I go home each night with a huge knot in
my back.” Your director promises to help you out, and the next thing
you know, a new Herman Miller ergonomic chair arrives in your office
and the on-site wellness center schedules you for company-sponsored
massages for your aching back.

The chair and the massages will be very nice, but the stresses will only
get worse. In college and career, you have always been motivated by
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accomplishment, and now you just cannot get much done. You want to
quit, but you cannot see giving up the salary and work environment,
which are well above industry standards.

How much company spirit are you going to have, over time? Even
the best and brightest talent can become defeated in this environment.
To survive, you will eventually have to shed your determination to get
results. Get complacent. Look out for yourself.

This is an ironic outcome for a company that genuinely prizes its
people and believes that talented, well-appreciated people will always
drive organizational success.

Technology View Scenario

The Technology View scenario is frequently seen in organizations where
the Infrastructure dimension is very high, driven by an aggressive I'T
department that has a lot of clout with chief executives. (See Exhibit 4.2.)

EXHIBIT 4.2 AN ORGANIZATION WITH A HIGH
INFRASTRUCTURE DIMENSION
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In this scenario . . .

People are seen as input-output agents for the technology rather than
as valued contributors. Technology systems are almighty. People are
viewed as clerical servants for intelligent systems. The company invests
little in its people, and it does not communicate a sense of shared pur-
pose or even adequately train users on new systems.

Knowledge process definitions exist and have been adhered to in the
past. However, processes were not changed when the technology was
upgraded. Some people find work-arounds. Others will muddle the
best they can with mismatched processes.

The culture can be resistant to change, because the reward system tends
to punish those who venture out of the norm. Users have a hard time
discerning between risky change (thwarted past attempts at innovation)
and necessary change (today’s imperative to adapt to new technology).

The infrastructure is far more advanced than the other three dimen-
sions. The organization may even have an integrated architecture that
would enable different groups to share in an enterprise-wide perspec-
tive. Applications and networking infrastructures are in place to give
employees highly flexible access to information.

But will they use it?

The culture of this organization still encourages “information czars”
and subject-matter experts to maintain their own methods, applica-
tions, and databases under their desktop control. If they adopted enter-
prise standards on a shared infrastructure, these people would relinquish
their power. What incentives (besides altruism or fear of dismissal) do
they have to give up pet technologies and share their secrets? Many will
even undermine new systems, hoping to retain their personal power
base. As a result, technology will be adopted slowly, if at all. At best, it
will probably be underutilized for a long time.

In spite of the glorious promise of the new technology, in this climate
of dimension tension, it will deliver poor information. No matter how
intelligent the infrastructure, it is still subject to the principle of garbage
in, garbage out. Technologists alone cannot deliver high-quality informa-
tion; they need to collaborate with business staft. Yet processes are poorly
defined and people do not know why they are doing what they do, so the
information that gets into the system is incomplete and inconsistent.
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The high-powered technology delivers poor performance . . . this is
an ironic outcome for a company that hoped technology would be a
panacea for weaknesses in other dimensions.

Underachiever Scenario

The Underachiever scenario is common in organizations that are high
in process and infrastructure but low in people and culture. Everything
is solved by changing or further defining a process or implementing
some technology to enforce a process. (See Exhibit 4.3.)

In this scenario . . .

People are not big go-getters; they are comfortable with drudgery and
routine, and everything is “by the book.” They seek approval for every
decision, to cover themselves in case of later recrimination. They know
that as long as they stay within bounds, they will be okay.

EXHIBIT 4.3 AN ORGANIZATION WITH HIGH
KNOWLEDGE PROCESS AND
INFRASTRUCTURE DIMENSIONS
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Knowledge processes are very well defined. In fact, employees’ shelves
sag under the weight of all those binders filled with procedures.
Consistency and predictability are all-important.

The culture encourages people to be automatons, complying with
process. Careful attention to proper procedure is never punished, no
matter how lackluster the results. In contrast, experimentation and
innovation are scorned, whatever the outcome. Corporate vision is
communicated only in the executive suite; everybody else’s job is to fol-
low the required steps.

The infrastructure 1s advanced, to support the comprehensive frame-
work of policies and processes. Applications and access mechanisms are
in place to support all procedures and audit all transactions. There are
no surprises and little opportunity for error.

In this organization, reports will be accurate and on time. All activi-
ties will be known and risk will be diminished. No one will run amuck
using company resources in ways that are not preapproved. This is a pre-
dictably safe way to operate, right?

At one time, it might have been. However, under the new Seven
Business Realities, “predictable” and “safe” can lead a company into
extinction. There is really no safety in maintaining the status quo. What
worked very well in the past is not guaranteed to sustain you in the
tuture.

This organization fails to deliver the innovation that will keep it alive
in a world where the competition is always coming up with something
new. In fact, this organization actively squashes innovation. When a
new idea is presented, the response invariably is “That’s not something
we do” or “We don’t have any process that could support that.”

Ultimately, people become dispirited. They just do not care. They
are not empowered to do anything except what is already accepted, and
they have not been inspired by a corporate vision. They are branded as
troublemakers for doing anything outside the norm.

This company will be bogged in Beta when the future is VHS, or in
VHS when the future is DVD, or in DVD when the future is wireless
downloads from space. It would be an ironic outcome for a company
that bet the future on its technology.
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CHAPTER E ;

Your Business GPS
OBJECTIVELY GAUGE WHERE YOUR
ORGANIZATION STANDS

Thanks to Global Positioning System (GPS) technology, we can use
handheld devices or vehicle navigation screens to get to within a few
feet of our intended destination almost anywhere in the world—and we
can repeat this process effortlessly. All you need to know is your starting
point and destination. The system charts the path.

With business evolution, the starting point and the destination are
not always clear or agreed on. However, if you can get concurrence and
clarity on those two things, the Information Evolution Model can serve
as a virtual GPS to guide your organization to its destination.

An East Indian fable tells of six blind men, eager to learn, encountering
an elephant. The first man, falling against the great animal’s sturdy side,
proclaims it to be very much like a wall. The second, feeling the crea-
ture’s tusk, says the animal is more like a spear. The third, taking the
squirming trunk in his hands, pronounces the animal akin to a snake.
The fourth, feeling the animal’s thick leg, compares him to a tree. The
fifth, grabbing the ear, says no, the animal resembles a fan. And the sixth
blind man, grabbing the tail, is sure the elephant is much like a rope.
The six wise men were all right. They had each come to a different
conclusion of an elephant, based on the part of the animal they knew.

Sl
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Each being right, they were also sure the other men had to be wrong.
They quarreled loudly over their opinions, so loudly that the ele-
phant’s owner was awakened by the ruckus and came out to quiet the
group.

After each blind man explained his case, the owner said, “You are all
right. But you are all wrong too. For each of you touched only one part
of the animal. To know what an elephant really is, you must put all
those parts together.”

The point of this fable seems self-evident when palpating a pachy-
derm. The logic is obvious: You have to see the whole to understand
the disparate parts. Understanding the parts does not provide much
usable intelligence about the whole. It certainly does not get the ele-
phant to do any revenue-generating work.

But what about information management strategies in a complex,
interdependent corporation? In this case, neither the whole nor the
parts are necessarily self-evident. Here is where the Information
Evolution Model can be a godsend. Like the elephant’s owner, the
model provides a vision of the whole and a clear view of how the
parts—infrastructure, people, process, and culture—fit together in that
whole. As such, the model enables organizations to objectively gauge
their current status, create a road map for improvement, and benchmark
their progress on that journey.

WHERE DOES YOUR
ORGANIZATION STAND?

A systematic process for harmonious growth starts with a two-phase assess-
ment of your company’s current status on the evolutionary continuum:

* Phase I uses structured interviewing and research to assess the
organization’s maturity along the four key dimensions: infra-
structure, knowledge processes, human capital, and culture. Any
lagging dimension will hold back the entire organization, so this
assessment reveals where help is needed to transition the com-
pany to the next level.
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* Phase II assesses the present-day enterprise by its information
inputs, processes, and outputs. How is data captured, transformed,
and defined? How is it managed, validated, and stored? How 1s it
analyzed, tracked, and displayed for users?

Observations and recommendations from these formal assessments
will guide development of an effective information strategy.

However, you can get a quick snapshot view of where the organiza-
tion stands by taking the quiz in this chapter. This self-assessment quiz
offers two options for self-assessment: evaluating by metrics and/or
attributes.

* The metrics your company tracks may just be line items on reports,
but they say a lot about the company’s ability to manage and use
information for enterprise-wide value. As companies mature
through the five steps of the Information Evolution Model, the
metrics by which the company is measured will change. So,
reviewing the company’s core metrics can be a shorthand way of
determining your present level—and finding out which metrics
the organization should begin using in order to mature to higher
levels.

» Attributes delve a little more subjectively into the ways informa-
tion 1s used and shared. This part of the self-assessment identifies
aspects of culture, process, people, and infrastructure that can be
very revealing.

Quiz yourself on both aspects, and you will gain a clearer idea of
which dimensions are leading and which might be holding the organi-
zation back a level.

INFORMATION EVOLUTION MODEL
SELF-ASSESSMENT QUIZ

There are no right or wrong answers on this quiz, so you can honestly
check oft the metrics and attributes that most closely describe your
organization today.
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Self-Assessment Quiz

Part A: Core Metrics
My organization systematically and successfully tracks these core metrics:

Level 1T Q
a

Level2 Q1

Level 3 Q

Cash flow—Cash on hand, cash income, and outlay

Accounts payable—Who is owed, how much is owed,
and when it is due

Accounts receivable—Who owes you money, how much,
and when it is due

Work in process—How much work is in the pipeline?
Headcount—Staff numbers and cost of compensation
Cost of goods sold—What it costs to make or buy a
widget

Orders—Current orders and their impact on stafting
and scheduling

Gross margins—Quarterly and annual profit targets and
results
Total revenue—R evenue of existing product lines and

regions
Total expense—Expenses by product, business function,
and region

Net income—Earnings before interest, taxes, and adjust-
ments (EBITA)

Inventory on hand—Flow of goods through the operation

Financial growth—Percentage growth from period to
period
Comparative growth—Compared to peers and competi-

tors in the industry

Customer satisfaction—Benchmarked against peers,
tracked among years

Internal process efficiency—Compared to internal and
industry benchmarks
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Level 4

Level 5

Q

Q

Employee growth and learning—Skills learned and how
implemented

Target market penetration—Compared to all competitors
in target markets

Productivity—Efticiency in person-hours per product
count or other measures

Waste rate—Product or projects wasted (i.e., aban-
doned software projects)

Long-term profitability—Measured for multiyear
periods

Sales growth rate—Year-over-year growth of the

brand

Cost-to-sales ratio—Efficiency: total cost of operations
compared to total sales

Revenue by employee—Efticiency: success in process
design and automation

Time to market—Speed and efficiency of design, build,
and roll out processes

Adoption rate of new products—Success of design, build,
and roll out processes

Value of the innovation portfolio—Net present value of
new ideas

External alliances—Number and scale of well-
orchestrated external partnerships

Patents—Number and quality of patents, potential for
development or licensing

Ideas in pipeline—Number and quality of ideas being
researched and developed

Value of new opportunity areas—Modeling to prioritize
and target new areas

Time from idea to launch—Efticiency of the continuous
innovation process
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Part B: Corporate Attributes
My organization is characterized by these attributes:

Level 1

Level 2

Q

Q

Most information resides in desktop computers con-
trolled by users.

There are no overall IT standards or approved applica-
tions and templates.

Individuals have a lot of authority over information
and how it is used.

Everyone has their own method of finding and analyz-
ing data for their needs.

Analysis is fairly ad hoc, and information-sharing is
limited.

We are not always confident that analysis is consistent
or reliable.

It is difficult or impossible to assemble reports at an
enterprise level.

We rely a lot on the experience of our people to make
intuitive decisions.

Most information resides in departmental servers and
desktop PCs.

One or two departments might share databases or
access tools, but not all.

Customer, product, sales, HR, and financial records
are separate.

We have data gurus but also strong esprit de corps
within each department.

Information flows and is shared freely within each
department.

There 1s some “us versus them” mentality among
departments.

It is possible, but cumbersome, to consolidate infor-
mation across departments.
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Level 3

Level 4

Q

Q

Q

Decisions are made on a department level, based on ad
hoc analysis methods.

Most information resides in databases that are easily
shared among departments.

Individuals can access and work with enterprise-level
information.

Silos of information have been integrated into an
enterprise-wide view.

Enterprise information standards and concepts are in
place, assuring data quality.

The IT architecture is agile, scalable, and integrated
across the organization.

Managers can see across functions and understand
holistic performance issues.

We can quickly assess alternatives and make decisions
that advance enterprise goals.

Decisions are made quickly, within a larger context,
not just by department.

Most information resides in an integrated, adaptable
enterprise IT infrastructure.

Business systems are linked from back-office through
customer touch points.

There is easy communication, data sharing, and conti-
nuity across functional areas.

People have a mind-set of ongoing incremental
improvement and market alignment.

A departmental focus has given way to cross-func-
tional “communities of interest.”

There is closed-loop feedback from decisional analysis
to transactional activities.

Leaders can freely track and measure fact-based aspects
of the business.
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O Decisions can be based on comprehensive analysis,
working with quality data.

Level 5 O Most information resides in a flexible, extensible
(19 : M 2
intelligence architecture.

Q The infrastructure nurtures and supports creativity,
innovation, and change.

O New ideas are valued and can be brought from con-
cept to fruition quickly.

U Employees have access to information from a wide
range of industries and sources.

O Anyone in the organization can introduce a new idea
and see it realized.

O Failures that lead to learning are accepted without
stigma.

U New business models are regularly suggested, simu-
lated, and tested.

O Decisions are based on extensive data mining and ana-
lytics to model what-if scenarios, forecast the future,
and minimize risk.

WHAT YOUR QUIZ SCORE REVEALS

Remember, there are no wrong answers. Any level of the Information
Evolution Model might be a valid choice for your organization. Take,
for example, a small start-up organization where interpersonal commu-
nication and camaraderie are high. Information might reside in separate
desktop PCs and incompatible applications, but if the people and cul-
ture are well blended, the data volumes are manageable, and the infor-
mation requirements are simple, Level 1 might work just fine. For now.

Take a look at your checkmarks in the quiz. It should be fairly obvi-
ous at a glance where the majority of your “yes, that’s us” answers
reside—and where they disappear. Do you find you have checkmarks
spanning two or three levels? That’s not surprising. For one thing,
“dimension tension,” which we discussed in Chapter 4, is common.
Because of natural, phased evolution in response to business forces,
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rarely will any organization be purely within one level at any given
time. Also, management metrics tend to build on top of each other as a
company matures. For example, Level 1 and Level 2 metrics are auto-
matically part of the culture by the time Level 3 metrics are added.

If Most of Your Checkmarks Are Primarily
in the Level 1 Zone...

Take heart. You would be surprised how many companies are in the
same position, if you could get them to answer as honestly as you have
in this self-assessment.

If your organization is relatively small and operates in a market with
a unique niche or little competitive threat, you can sustain operations at
Level 1. You are probably accustomed to operating in day-to-day sur-
vival mode. No doubt your organization has a good grasp of what was,
but there is not much time or inclination to peer into what could be or
will be.

However, consider that much of the company’s information wealth
is in individuals—and people can walk their assets out the door any time
they want. There are significant advantages to evolving at least to a
Consolidated enterprise (Level 2).

If Your Quiz Answers Fall More under Level 2. ..

You have a lot of company. About 70 percent of companies operate at
Level 1 or Level 2. At this level—Consolidate—your organization has
moved beyond the world of rugged individualists and carefully guarded,
proprietary processes. You have managed to achieve a departmental or
functional focus, even though each function might use different meth-
ods and technologies to assemble the information.

There are some difficulties, to be sure. For example, it may be that
the Finance view of data has been assembled to satisty Finance needs,
without regard for the needs of Sales and Marketing. When data pools
from these areas are compared, there are likely to be differences in
counts and amounts—even difterences in seemingly obvious fields such
as “total sales.”

Differences between reporting structures are being resolved manually.
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This process might be time consuming but not impossible. It might
yield inaccuracies but not critical disconnects.

Despite these limitations, your organization survives and may even be
flourishing at this level. However, it is still only a step from here to the
enterprise integration achieved at Level 3—and this leap yields the most
return for the least investment.

If Your Checkmarks Are Clustered around Level 3...

Congratulations; you have created or chosen an organization that is
more mature than most in the way it handles information. The organi-
zation has integrated information across departmental lines and uses that
information to better understand how to create real value. Performance
is understood not only across the organization, but in context with
external data about markets and competitors.

This is probably a humane place to work for several reasons. Team
players are prized and rewarded, so the workplace is one of shared com-
mitment toward common goals—not shadowed by constant turf wars.
And because the company mobilizes around markets and customer rela-
tionships, rather than operational accounting, rarely will upper man-
agement issue an edict to, say, slash the budgets by X percent across the
board, without regard for the downstream impact.

If your organization is solidly at Level 3, it is probably already eyeing
the significant advantages to be gained by evolving to Level 4.

If Your Checkmarks Fill up Most of the Level 4 Boxes ...

You are working in a uniquely adaptable, optimized environment. No
doubt your organization is a leader in its market, profitable, and well
regarded for the quality of its products and services. Having optimized
internal processes, the company can deliver clear advantages over com-
petitors. The company’s operations have become so efficient that it is
showing sustainable profits over time (unless the market is commodi-
tized at a fiercely low price). Never complacent, the company continu-
ously feeds results back into the system to make processes even more
efficient and eftective.
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For you as a decision maker, this is a very gratifying place to work.
You have at your fingertips the quality information you need to make
the best business decisions and satisty internal and external reporting
requirements—even when the variables span many departments and
functional areas.

If You Checked Even a Few Level 5 Boxes ...

Your organization is a pioneer, achieving a huge paradigm shift toward
a culture of constant innovation. The organization has embraced the
reality that even the best products and services quickly become copied
commodities. When that happens, the choices are either to undercut
the competition on price or explore new markets, products, or business
models.

Your progressive organization has chosen the second route. Informa-
tion systems are in place to collect, prioritize, and evaluate new ideas that
can be prototyped and quickly brought to market. The organization has
made innovation an institution, not an anomaly.

The information management strategies of your organization are so
well designed that they are overcoming the natural human resistance of
change. Most notably, the IT infrastructure enables the company to
model new ideas in a virtual environment before committing them to
the real world. This ability makes it feasible to nurture a never-ending
stream of new ideas without undue risk.

This organization is an invigorating place for highly motivated, cre-
ative individuals with a venture-capitalist mentality—people who enjoy
thinking outside the box. This vibrant company will prosper even in
turbulent times.

WHAT HAPPENS IF YOU DON'T
ASSESS WHERE YOU STAND?

A self-assessment quiz seems like a painless way to begin to identify

where an organization stands on the Information Evolution Model. All

it takes 1s a few minutes and a bit of candor under anonymity.
However, many companies still find out the hard way where they
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stand: by hitting a “pain point” that forces change under duress. If the
organization hits a pain point, you can map that pain to a level of the
Information Evolution Model.

What is a pain point? It can be any event, internal or external, that
impedes the company’s success. For instance, a key data guru quits, and
nobody knows how to use her proprietary, undocumented application.
Or you find that one department’s stellar sales have been achieved by
luring customers away from another department. Or maybe the process
of meeting Sarbanes-Oxley deadlines has turned into a frenzy of 14-
hour days, and you just cannot see doing this every reporting period.
Or a virtual duplicate of your flagship product appears on the market at
a price you cannot beat.

All of these are pain points that can be resolved through better infor-
mation management. If an organization hits such a pain point, it is
probably time to evolve to the next level of the Information Evolution
Model.

However, evolution under duress is a risky proposition. In survival
of the fittest, not everybody gets to survive. Pain points can contrib-
ute to the breakdown and misuse of organizational information,
which leads to dysfunction. Managing dysfunction takes eftort, which
can cause the organization to lose ground to other, more proactive
competitors.

If a company begins its improvement cycle at the pain point, it has
made the de facto decision to operate for some time with a dysfunctional
information environment. This decision can result in loss of profitability,
eroding market share, and diminished product acceptance—since all of
these results depend on good information.

The pain-driven company is also at risk of implementing quick-fix
information solutions. Quick fixes often become maintenance night-
mares, software orphans (applications not associated with any others), or
nonintegrated solutions that complicate the technical and business envi-
ronment and detract from corporate goals.

In contrast, a self-aware organization recognizes a pain point early,
deals with it before it causes irreversible damage, and continues on its
evolution.
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WHERE SHOULD YOUR ORGANIZATION
BE ON THE EVOLUTIONARY SCALE?

There is no “ideal” or appropriate level, no stock prescription that says
“An intelligent enterprise must operate at Level n.” A company can
fairly be considered an Intelligent Enterprise at any stage of maturity
from Level 2 and up. The so-called right level, therefore, is the one
where the organization can achieve the greatest business benefit from its
investment—in light of industry conditions, competition, and emerg-
ing opportunities.

The right strategy is to proactively plan to move from where you are
to where you want to be. The alternative is to hit a pain point that the
organization can no longer tolerate.

In theory, knowing where you are, where you would like to be, and
having a high-level plan is enough information to start your journey. In
practice, this is something like a fifteenth-century explorer knowing
that he is currently in Europe, that he would like to reach the Far East,
and that a sailing ship is available. A map would help.

The chapters that follow map the processes of evolving from each
level to the next highest level.






Advancing up the levels

o matter where an organization stands in the Information Evo-

lution Model, there are new survival advantages and value-
added rewards to be gained by stepping up to the next level. But just
how does a company progress from one level to the next? What guid-
ing principles apply?

Moreover, how do you get the whole enterprise to evolve in relative
harmony? Dimension tension—where any one facet of that evolution
lags behind others—is an unwarranted waste of resources and dimin-
ishes the results.

The chapters that follow outline the processes, pitfalls, landmarks,
and rewards of progressing upward in the Information Evolution
Model. They chart a logical path to evolve the organization from where
it is to where it needs to be.

You may notice that this progression is defined only for single-step
advancements, not for great leaps. For instance, you will see no sage
counsel for how to transform a Level 1 or Level 2 organization into an
optimized Level 4 entity. There is a reason for that. Each level is a nat-
ural and necessary precursor to the next higher level; each higher level
encompasses and exceeds all previous levels. That means an organiza-
tion must attain the standards for a given level on each of the four
dimensions—infrastructure, knowledge process, human capital, and
culture—before it 1s qualified to advance up to the next level.

Read on to see what initiatives your organization will undertake as it
advances its information management strategy—and what you’ll gain
from it.
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CHAPTER 6

Getting Out of
Operational Mode

THE TRANSITION FROM LEVEL | TO LEVEL 2

It has been 20 years since the personal computer put self-service
tools on users’ desktops. In the decades since then, exponential
increases in processing power and storage capacity have given individ-
uals control over data volumes that once resided only on mainframes
and minicomputers.

For all the autonomy and control that the PC revolution granted to
individual users, it also created an environment of diversity and diver-
sion. How can you focus on markets and customers when corporate
knowledge is held hostage in personal databases?

The PC is and will remain an invaluable tool, but many organizations
should be migrating away from a PC-centric model to a department-
centric one, where PCs contribute to the greater good. Too often, the
infrastructure and culture encourages PC renegades and ad hoc pro-
cesses at the expense of high-level objectives.

How do you know if Level 1 has become a problem? The company
may be feeling the pain of excessive operating costs, redundant systems
and processes, and data inconsistency. Operating on incomplete or
inconsistent information, managers may have missed opportunities to
react to market changes or sorely missed their corporate targets. Leaders
rely heavily on internal data gurus and the intellectual property that
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exists only in minds and undocumented desktops. Or maybe a key

employee left, and important functions stalled because nobody knew

what it was the employee did, and how. Infighting has created unpro-

ductive tension.

It might be time for a change.

MAKING THE TRANSITION
FROM LEVEL | TO LEVEL 2

In moving from Level 1 (an operational mode based on individual hero-

ics) to Level 2 (a consolidated mode focused on departments rather than

individuals), the organization will conduct these activities:

Get buy-in from the mavericks. Any change that democratizes infor-
mation and standardizes it across the department will naturally be
perceived as a threat to the power base that Level 1 mavericks have
built up. It is imperative to persuade information mavericks of the
benefits of evolution, because it will not succeed without their
endorsement.

Create an Information Analyst role. Your Information Mavericks
have been operating informally in this capacity for years. Now
make it formal and recognize them for their analytical thinking
and data skills. Cultivate their ideas and earn their support for
newly proposed standards and processes. If possible, get them to
champion the new model.

Consolidate like information into functional systems, usually aligned with
the company’s organizational structure. Establish department-level
data repositories and applications, ideally using tools that are com-
mon across the enterprise and scaled for future growth.

Develop the information infrastructure—platform, tools, and proce-
dures—that supports departmental objectives and can later con-
tribute to an enterprise-wide information environment (in the
next stage of evolution). In other words, think globally but act
locally, for now.
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Encourage analysis over instinct and personal agendas. The Level 2
organization replaces gut feel with facts for many decisions—and
requires an information architecture that identifies, collects, and
exposes all relevant data to the management team.

Develop department-level metrics and incentives with enterprise-level
goals and information requirements in mind, so today’s Level 2
evolution will be a thoughtful foundation for the future evolution
to Level 3.

Examine the information usage practices of your competitors, to learn
from their good examples or mistakes.

POTENTIAL CHALLENGES ALONG THE WAY

The transition from Level 1 to Level 2 will bring dramatic gains to the

organization, but not everyone will believe this possibility, and some

will believe it but not care. Change can be costly and scary, so be pre-

pared for push-back in four key areas:

1.

Weak support from management. Upper management must be con-
vinced that the pains of Level 1 are real and that a little short-
term upheaval is worth it in the long run. Once they agree, they
must be willing to be communicators and enforcers. They need
to deliver decisive directions and regular progress updates to all
those aftected by the evolution.

Insufficient budget. We have all heard the standard complaint, “It’s
not in our budget.” If the underlying meaning is “I’'m not con-
vinced it’s worth it,” you will need to resolve the previous point,
securing management buy-in. If the real meaning actually is
“There isn’t enough money,” you can be creative finding inter-
nal sources. There are some great ideas in Chapter 12, “Funding
Evolution.”

Lack of consensus about tools and processes. Will you standardize on
an existing data warehouse or data mart, or introduce a new one?
Who will manage the consolidation eftort? Who will be trained
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to administer and use the solution? These preliminary decisions
may give rise to political strife, especially if the culture is resistant
to change in the first place.

Shortage of IT resources. Consolidating data and data structures
from multiple, disparate systems can be time-consuming. Even if
your IT team is available to tackle this task, it might meet with
pockets of resistance—people who do not want to part with per-
sonal data stores and reporting processes, and the power it has
represented in the past.

None of these issues is insurmountable, given the right support from

upper management. As long as you are aware of and prepared for these

obstacles, you can maximize the success of the transition.

LANDMARKS OF PROGRESS

You will know you are headed in the right direction when you begin to
see some or all of these signs:

The “me” mentality fades in favor of a departmental esprit de corps.

Information flows freely within the department and can be shared
with others.

Departments become more cohesive and productive, relying less
on individual heroics.

Subject matter experts (formerly Information Mavericks) work
collaboratively.

Departmental procedures, best practices, and goals are defined and
used.

Departmental operating costs are declining, significantly in some
areas.

Reports are more accurate and consistent.
There is far less duplication of effort within departments.

New sales opportunities occur at higher rates or become easier to
close.
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WHAT THE ORGANIZATION GAINS
FROM REACHING LEVEL 2

Moving from the relative chaos of Level 1 to a functionally organized
information environment of Level 2 delivers many worthwhile benefits:

» Corporate knowledge is not diminished or lost when people leave
the organization.

* Less time 1s spent gathering data; more time is available to ana-
lyze it.

* Analysis reveals business opportunities that might not have been
known by personal intuition and experience.

* Information is collected, analyzed, and used in a proactive way,
rather than reactively for day-to-day survival and firefighting.

* Redundant internal processes and business cycle times have been
reduced.

* Data flow is more efficient, and information-processing costs have
been reduced by as much as 30 to 50 percent.

* Even though they function separately, business units throughout
the organization are producing more consistent and reliable infor-
mation.

* Employee morale is up as everyone becomes more confident in
the quality and objectivity of information-based decisions.

Reaching Level 2 does not mean that information silos have disap-
peared forever, that efforts are not sometimes still duplicated, or that
inconsistencies among tools, interfaces, and technologies have been
completely eliminated. However, these issues should now be in decline,
easier to manage, or occur between departments instead of between
individuals.

A departmental focus is not the ultimate ideal, but it is a great
improvement over an individual focus. If properly planned and exe-
cuted, the tasks that were performed to evolve to Level 2 have set the
foundation for achieving enterprise-wide alignment at a future Level 3.
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MAKING THE TRANSITION

Consider the case of a state government commerce department.
Charged to boost economic development through business recruit-
ment, international trade, and tourism, the agency had enjoyed a
great reputation in past years and was seen as one of the top depart-
ments in the country.

However, this past success was largely due to the hard work of
individual contributors. As other states became more successful in
recruiting companies and building international trade relationships,
this state began to slip in the rankings. Business as usual was not
going to cut it anymore.

The state agency had the hardware and networking systems in
place to foster collaboration and communication, but this infrastruc-
ture was supporting highly individualistic processes. People main-
tained their own contact management systems, status reporting, and
historical information on their own hard drives under their desks—or
in their heads. People even hoarded information as a personal
resource for their own gain. Department heads might not have con-
doned the practice, but neither did they stop it.

In this “everyone for themselves” culture, success was largely
based on an individual’s ability to build a relationship with a pros-
pect and execute a strategy and vision to suit that prospect. No two
deals were done the same. There was limited perspective across the
entire department about relationships with each constituent or pros-
pect. This disconnect made the agency look bad, when people did
not know what peers in their own organization or in sister organiza-
tions were doing with the same customer.

Information gathering was truly ad hoc: Pick up the phone to pick
another staffer’s memory, or e-mail and hope to get some historical
background in an electronic file. With this information patchwork,
there was no reliable record of which organizations the agency had
helped, who had followed through on promises, and who was actu-
ally bringing new money into the state. The department needed to
evolve to Level 2 with an eye toward future evolution to Level 3.

Infrastructure was the easy part. The department already had net-
working and hardware standards in place; it just needed to stan-
dardize the taxonomy among applications. Disparate applications
now accessed a common customer database, providing consistency
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across functional areas and a foundation for eventual migration to
Level 3.

Changing the internally competitive culture would prove more
challenging. People needed to believe that working together with the
other silos was important. Business users had to take ownership of
the process, not just their own data. The department brought in
external facilitators to run four half-day working sessions with key
business users from each business unit. In these sessions, partici-
pants worked through a list of challenges and found ways to facili-
tate exchanges between business units, breaking down a number of
barriers.

The next issue to address was training. Each business unit had
people with very different skills, some very adept with computer
technology and others downright computer averse. The department
established training sessions to enable everyone to use common
personal productivity tools and the specific applications for their
function.

By evolving to Level 2, the commerce department gained a holis-
tic view of historical and present relationships with each customer.
Now anybody in the department or in closely related departments
can have an at-a-glance view of interactions with an existing business
or new prospect.

Processes became easier, because people spend less time digging
up information and more time cultivating relationships. Moreover, the
department gained the ability to forecast the potential economic im-
pact of their activities, so staffers can identify the most productive
initiatives to pursue—and learn from the failures.
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THE TRANSITION FROM LEVEL 2 TO LEVEL 3

The Level 2 organization has done well to organize information into
functional areas. Each department has standardized on databases, data
marts, spreadsheets, and so on. These resources are shared by the depart-
ment’s subject matter experts, clerical workers, and managers. This is a
huge advancement over the individualistic Level 1 organization, with its
information locked away in scattered PCs. However, assembling a coher-
ent picture of the whole organization from all those functional pieces—a
picture on which to confidently develop overall business strategies—can
still be a formidable challenge.

Organizations can no longer view their worlds from the perspective
of specific products, functions, or a snapshot in time. To maximize value
from their ventures and customers, they must abandon the traditional
silo mind-set, which tends to:

* Make decisions based on the limited information within one
functional group, when the inputs and impact of those decisions
actually span many functions

* Reward product-level success even as it cannibalizes other prod-
ucts or undermines enterprise-wide profitability

* Alienate customers by revealing the organization’s lack of knowl-
edge about the complete relationship

These old-school examples might sound familiar:

85



86 GAINING AN ENTERPRISE VIEW

A major national financial institution produces and executes a suc-
cessful credit card direct mail campaign, resulting in numerous appli-
cations for new credit cards. The very next week, the company’s
home equity department sends appeals to the same customers, urging
them to cut up their credit cards and consolidate their debt with a
home equity loan.

Could this happen? Without an integrated, enterprise-wide focus, it
did happen.

In its quest to find the next blockbuster drug, the pharmaceutical re-
search firm was drowning in data. In a typical week, high-throughput
systems screened 100,000+ compounds for responses to specific assays.
But how could they find the relatively small nuggets of knowledge hid-
den in all that data? Different tools were used for each aspect of discov-
ery: genomics, proteomics, compound screening, and toxicology. These
databases could hardly talk to each other, much less reveal new scientific
discovery.

Where is the required data? If you can find it, will it function in the
application you need to use? Was it stored in a compatible format? Can
a meaningful big-picture perspective be assembled from the function-
specific data received from other departments? Is that information pre-
sented in a way that leads to new knowledge?

Where companies organize their information by department, prod-
uct, or function, they miss out on the advantages of that big-picture
perspective—or they experience high costs trying to build that per-
spective from a patchwork of discrete systems.

Opportunities will be missed. Market forces will come and go before
the company can mobilize to respond. Even though each department
might be functioning well, it can still be difficult to meet organizational
objectives and revenue goals.

It might be time for an enterprise-wide view.

MAKING THE TRANSITION
FROM LEVEL 2 TO LEVEL 3

Most companies do not stay at Level 2 for long. Once they experience
the gains of consolidating individual silos into departmental resources, it
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is easy to see the dramatic improvements that could be achieved by tak-
ing that consolidation to the next level: integration.

The transition from a Level 2 departmental orientation to a Level 3
enterprise-wide orientation is all about aligning information manage-
ment strategies with enterprise requirements, without compromising
department-level needs. To make this transition, the organization will
accomplish these activities:

*  Get buy-in at the upper levels. The management team must truly
embrace this new focus—not only allowing it to happen, but being
champions and good examples of the Level 3 environment in action.

* Replace the departmental focus with an enterprise-wide focus. Establish
goals and incentive plans that align departments with enterprise
goals. Monitor budgets from an enterprise perspective. Increase
the frequency of communication from upper management to
keep the enterprise vision alive with everybody. Create opportu-
nities for cross-functional collaboration and success.

» Implement enterprise-level infrastructure, framework, and governance
standards to sustain information flow across the whole enterprise.
Take an inventory of current technologies, and select existing
or newly acquired platforms on which the organization will
standardize.

»  Consolidate departmental data into an enterprise view that crosses
functional areas and organization-chart boundaries—aligned with
enterprise goals.

* Define enterprise-wide data standards that address how information
will be gathered, managed, and used. These standards will account
for the varying information needs of business users, power users,
quantitative analysts, and administrators. Establish access privileges
to ensure that authorized users can access the information they
need while protecting it from inappropriate uses.

»  Secure buy-in from departmental data keepers, who may perceive the
change as a threat to their status or security. They need to under-
stand how they will contribute to enterprise goals and how this
transition will benefit them.



88

GAINING AN ENTERPRISE VIEW

Link business intelligence tools to enterprise goals. Although the Level
2 organization may have been using business intelligence tools,
they were tuned to departmental needs. The Level 3 organization
stands to gain real value from business intelligence, because these
tools can be applied to enterprise-wide data.

Develop enterprise-level metrics and incentives to gauge progress, vali-
date results, and overcome the “us versus them” mentality that
pervades Level 2 organizations. Establish a climate where every-
one has a vested interest in integration. Foster high levels of com-
munication—both from upper-level management and among
department managers and their teams—to alleviate the anxiety
and mistrust that can accompany major change.

Establish a council or “center of excellence” that will work to im-
plement and sustain this integrated information environment.
This group can address issues that arise even after integration is
complete, thereby promoting the acceptance of success of this
transition.

Create practices that perpetuate the integration you have achieved. It is
common for an integrated Level 3 company to fragment later as a
result of reorganizations, mergers, and acquisitions. Be prepared
for this possibility by having practices in place to apply the above
steps whenever the organization goes through flux.

At this new level, the information architecture integrates data from

every corner of the enterprise—from operational/transactional systems,

multiple databases in different formats, and from all contact channels.
The key is the ability to have multiple applications share common

“metadata”—the information about how data elements are derived
and managed. With consistent metadata, applications that formerly

would not talk to each other now contribute to shared, enterprise-

wide intelligence.
The result is a collaborative domain that links previously isolated spe-

cialists in statistics, finance, marketing, and logistics—and gives the

whole user community access to company-standard analytical routines,

cleansed data, and user-appropriate presentation interfaces.
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METADATA: THE HIDDEN BYTES THAT MAKE

INTEGRATION POSSIBLE

Chances are, your operational and analytical systems all use different
hardware and software platforms and data definitions. The key to
integration (the key attribute of Level 3) is to establish consistency
among these diverse platforms by means of metadata—the data that
describes how data elements are derived, used, and managed.

In a truly integrated architecture, metadata is managed in a central
repository that is accessed by all components of the business intelli-
gence infrastructure. Consistent metadata reconciles differences
among platforms and applications, because it provides consistent
definitions of data, locations, content, and business rules. You will
know information is accurate and consistent, even though it may
originate in and be shared among disparate systems within and out-
side your organization.

POTENTIAL CHALLENGES ALONG THE WAY

You don’t have to read between the lines very hard to guess that the
evolution from Level 2 to Level 3 is a big one. Many organizations
struggle with this transition. Some fail, being unable to resolve these
common roadblocks and challenges:

*  Resistance from traditional data keepers. This change can be perceived
as a huge loss of power. They are being asked to give up familiar
tools and methods in favor of some organizational standard that
they may not have participated in selecting. You can overcome
this resistance by engaging departmental data experts in standard-
ization decisions and establishing incentives that reward contribu-
tions to enterprise goals. Gradually, as they conquer the learning
curve and the benefits become obvious, even the stalwarts will
accept new methods.

Shortage of I'T resources. Consolidating data and data structures from
multiple, disparate systems can be time-consuming. In fact, this



20

GAINING AN ENTERPRISE VIEW

task is much greater than it was in the transition from Level 1 to
Level 2, because the scope has grown to encompass the entire
organization, not just one department at a time. Even if your IT
team 1is available to tackle this task, they cannot count on the
enthusiastic cooperation of all the people whose help they need.

Highly fragmented infrastructure. The organization may have devel-
oped a very diverse I'T environment, thanks to internal restruc-
turing, mergers and acquisitions, and so on. Naturally, the more
diversified the starting infrastructure, the more challenging the
integration process will be. There may be years of useful life in
some systems, so for years, much of your integration may be one
of bridges rather than uniformity.

Shortage of funds or preplanning. It is a big undertaking to integrate
tools, processes, and standards across the entire corporation. A
step-by-step implementation plan will spare you surprises during
the process and help secure management buy in. Ideally, you will
be able to map each task to current pains or expected benefits to
show tangible return on investment.

Insufficient management commitment. Some organizations—particu-
larly those that are high on the Human Capital and Culture di-
mensions and low on the Infrastructure and Knowledge Process
dimensions—will not fully appreciate the importance of the tech-
nology aspects of integration (or the costs). Cultivate the support of
at least one high-level sponsor who can help share the vision at the
upper levels of the company. This support is essential for any proj-
ect of this magnitude.

LANDMARKS OF PROGRESS

You will know you are headed in the right direction when you begin to

see some or all of these signs:

Departments are still strong, but they are aligned with the enter-
prise as a whole.

Departmental decisions are considered against enterprise goals
before being executed.
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WHAT DOES A LEVEL 3 INTELLIGENCE

ARCHITECTURE LOOK LIKE?

In Chapter 2, we defined the Level 3 infrastructure as a streamlined,
enterprise-wide framework that enables a single version of the truth.
You will not get that from the mega-spreadsheets that still proliferate
in so many organizations. Spreadsheet programs simply cannot per-
form consolidations fast enough to support today’s huge databases
and shorter reporting deadlines. They also do not provide the audit
trail required for full transparency or systematic ways to maintain ver-
sion control and disseminate important information throughout the
organization.

The right technology foundation seamlessly integrates these fun-
damental components:

e A centralized data repository synthesizes data from
currently incompatible data silos on any platform and
any format.

e Sophisticated extract, transform, and load (ETL) processes
gather and organize data in a way that makes it suitable
for analysis and cross-functional (or intercompany)
communication.

e Data quality processes validate and cleanse that data, along
with other types of data, so you can have faith in the accuracy
of analyses and reports.

e Platform management solutions enable administrators to
define the information management framework, such as busi-
ness rules, data models and flows, authorized users, and
stored processes.

e Business intelligence systems—perhaps customized for your
industry—enable nonstatisticians to glean meaningful intelli-
gence from vast amounts of information about the organiza-
tion’s customers, products, and risks.

e Analytic intelligence solutions help you understand not only
what was in the extended value chain, but also “What if?”
and “What will be?” In dynamic markets, predictive insight
can be as valuable a competitive differentiator as quality and
price.
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e Compliance management systems consolidate relevant data,
generate on-time reports, maintain process controls and audit
trails, and in general reduce operational risk and better man-
age compliance status.

® Query and reporting tools give users the highest quality of
information, where and when needed, via multiple platforms
and channels.

e “Fjt-to-task” interfaces deliver the right information in the
right format to suit the diverse needs of business users, quan-
titative specialists, and executives.

e Strategic performance management enables the organization
to analyze data in context with overall performance manage-
ment efforts.

By implementing a centralized platform to serve the entire organi-
zation, rather than scattered PC-based tools, organizations can
ensure adherence to top-level standards of accountability, achieve
the requisite levels of transparency, and provide strategic insights
that drive toward optimum growth and profitability.

This architecture takes a company’s information management to a
new level, placing intelligence in the hands of the broadest possible
user population throughout an organization—more efficiently and at
a lower total cost of ownership than ever before.

People are communicating with other departments to avoid
duplication of effort.

Corporate-wide standards are readily accessible and being put into
practice.

It 1s easier to identify and discuss issues that affect the entire orga-
nization.

People seem to understand their role in the company’s success.

Hardware, software, and other tools are common and shared
across the organization.

Information flows easily among business units and produces reli-
able results.
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WHAT THE ORGANIZATION GAINS
FROM REACHING LEVEL 3

Although there are many potential challenges to reaching Level 3, the
results help fund the expense and will ultimately far outweigh the cost.
The organization that successfully transitions from Level 2 to Level 3
will achieve significant benefits.

Information access in a Level 3 environment is uniform and wide-
spread, and information processes are repeatable. Everyone understands
the importance of data quality and follows best practices. As a result,
reports and analysis delivers trustworthy results. Most important, all of this
activity is aligned with organizational objectives, so everybody is moving
the company in one direction rather than pursuing departmental-level
success at the expense of others.

At this level, organizations typically see dramatic efficiency improve-
ments in functions that span multiple departments. It is now easy to spot
overlaps and redundancy. For example, Level 3 companies will see more
productive customer relationships, because they now have a total pic-
ture of the customer’s affiliations with the organization. They develop
more efficient supplier relationships, because they can analyze supplier
activities across many functions, objectively identify the best overall per-
formers, and negotiate discounts based on the company’s total spend
with each supplier.

Marks & Spencer, a leading U.K. retailer of clothing, food, house-
wares, and financial services, serves 10 million customers a week in 300
stores and has a trading presence in 30 countries. Reaching Level 3 sta-
tus helped this international retailer achieve savings of $2.25 million in
labor efficiencies and $1.5 million in operational improvements.

A word of caution: Level 3 can be limited if all you do is pave the cow
paths. There must be some level of business process reengineering. That
process is actually the beginnings of optimization, which leads into the
next transition, to Level 4.
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MAKING THE TRANSITION AT
A FINANCIAL INSTITUTION

Let us consider the example of a hypothetical financial institution
experiencing some pains at Level 2 and evolving to Level 3 by focus-
ing on elevating the Infrastructure dimension.

Executives at First Citywide Bank have been grappling with some
serious questions, in the face of heightened competition and dimin-
ished customer loyalty. The chief executive officer and the board of
directors hope to maximize revenue while sustaining regulatory com-
pliance and investor confidence. Marketing executives need a better
understanding of customers—their preferences and propensities—to
maximize the profitability and longevity of relationships. Risk officers
need to generate a comprehensive view of risk across the entire insti-
tution and reduce the costs, burden, and uncertainty of meeting reg-
ulatory requirements. Chief information officers are wondering, “How
can we build and maintain the IT infrastructure that achieves these
results, when we have smaller staffs and budgets than ever?”

Furthermore, First Citywide’s customers and prospects have point-
and-click access to a stunning array of competing offers, plus all the
incentives that arrive, preapproved, in the mailbox each week. How
can the bank foster loyalty in a market environment that so strongly
seeks to defeat it?

In spite of smooth-running processes and high esprit de corps
among teams, the current mode of operations at First Citywide does
not provide very effective answers to such questions. Information is
managed and analyzed in departmental silos, organized around
groups or products, rather than aligned toward enterprise and cus-
tomer value. To complicate matters, the bank’s current information
management practices have been shaped by mergers and acquisi-
tions, so it is common to find multiple, incompatible platforms and
processes even within a single functional area. With this disjointed
architecture, analysis is costly and results are inconsistent.

The competitive and regulatory pressures of today’s banking envi-
ronment require a different information environment, one that sup-
ports a unified view of the organization, its customers, risks, and
rewards. Does that mean that the bank’s investment in traditional
transaction-based systems is obsolete? No. Those systems just need
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to share their information through a business intelligence architecture
that brings the parts into a cohesive whole.

First Citywide conducted an audit of its information management
practices and determined that dimension tension was robbing the
bank of the intelligence it should be getting from transactional data,
given that its people were already committed to enterprise-level goals.
So the bank implemented an intelligence architecture that seamlessly
integrated data management, analytics, compliance management,
strategic performance management, and query and reporting tools.

With this enabling infrastructure in place, First Citywide could fully
exploit the knowledge hidden in operational and transactional sys-
tems, creating an enterprise-wide view from the disparate data gen-
erated by existing systems. An overlay, not an overhaul.

By evolving to a Level 3 mode of operation—gaining a holistic per-
spective of all its departments and their interdependencies—First
Citywide can now gain new insights into customer and business infor-
mation, infuse intelligence into strategic business decisions, and
increase its success in generating profits and managing risk.

MAKING THE TRANSITION
IN INDUSTRY

A1 Steelworks Company was founded 50 years ago to provide steel
for a growing postwar nation, then grew to include five steelworks in
three countries. Today the $14.2 billion company provides 29 million
tons of steel to automotive, appliance, construction, and industrial
equipment industries.

A few years ago, management was concerned that product output
was inconsistent across the five facilities. Statistical process control
measures tracked discrete processes within each facility—showing
that processes stayed within tolerances—yet yields for end-to-end
processes continued to fluctuate.

A1 had deployed a common enterprise resource planning (ERP)
system, company-wide, in an attempt to establish consistency. It
even applied company-wide statistical control measures to key
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processes. However, the focus on optimizing individual process steps
did not improve the end result. Within two years, quality improve-
ment initiatives showed diminishing returns, and yields still varied
from one facility to another.

Part of the problem was that there were more than 1,000 steps in
the process from blast furnace to finished steel; the company could
address only some of them. How could A1 reach and maintain target
production yields?

A1 set out to create an enterprise view of its multifacility opera-
tions—to achieve Level 3 visibility. It started with Six Sigma quality
improvement methodology and added technology that linked output
data from the multiple ERP systems and control measurement
devices. With new analytical techniques, it could finally identify why
some operations were meeting quality and profitability targets, then
apply those best practices across all facilities.

The result? By using analytical algorithms to set process bound-
aries and simulate quality models, the company immediately saved
$1.5 million in the hot coil process. By identifying nonlinear relation-
ships across the physical process, the company reduced scrap in the
cold roll process from 12 percent to 2 percent.

CONSIDER A BUSINESS INTELLIGENCE

COMPETENCY CENTER (BICcc)

A Center of Excellence Can Accelerate

and Optimize the Information Evolution
As you assess your company’s current information-management prac-
tices, you probably found one or more groups that performed at a
higher level on the Information Evolution Model than the company as
a whole. Those pioneers are often perceived as free-wheeling non-
conformists, but you should see them as potential champions of evo-
lution. After all, these groups represent a microcosm of the
environment you are hoping to create. Capitalize on their insights.
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Many analysts advocate formalizing this expertise into a Business
Intelligence Competency Center (BICC). A BICC is a central organiza-
tion tasked with developing overall corporate business intelligence
strategy and working as a service organization to interpret and apply
insight to business decisions.?

Whether you define it as a physical or virtual organization, a BICC
can be a living example of positive change as well as a support
agent for that change. This group can perform in whatever capacity
suits your organizational requirements. The BICC team can include a
customized set of specialists, such as: program champions who
define overall Business Intelligence strategy, quantitative experts who
perform complex analyses, data stewards to design and maintain
data processes, application developers, trainers, and technical sup-
port personnel.

Your BICC could include any or all of these roles. Although there
are costs involved in setting up a BICC, these costs are quickly repaid
by the gains that come from applying business intelligence more
intelligently. For more about the possibilities and processes of a
BICC, see Chapter 11.

°Gartner Group, Kevin H. Strange, and Bill Hostmann, “The Business Intelligence
Competency Center: An Essential Business Strategy,” May 29, 2002 (www.g2r
.com/DisplayDocument?doc_cd=116413).
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CHAPTER 8

THE TRANSITION FROM LEVEL 3 TO LEVEL &4

Now that the Level 3 organization has one version of the truth and
an enterprise-wide focus, issues appear that were not previously evi-
dent. Operational processes may be inefficient or misaligned with the
market. Business units may be duplicating each others’ tools and efforts.
Success for one product or metric might be eroding success for another.
Customer and supplier relationships could be undervalued.

The natural and logical tendency is to throw technology at these
1ssues—to deploy a variety of transactional enterprise resource planning
(ERP) systems, operational customer relationship management (CRM)
platforms, data warehouses, niche marketing and customer manage-
ment solutions, business intelligence tools, and analytical platforms.

Those solutions are essential, but this patchwork of good intentions
does not ofter its maximum value unless it is stitched together—and that
has been the missing fabric in most organizations. A typical enterprise
spends 90 percent of its software budget on operational and transac-
tional software and a mere 5 percent on software that actually helps it
understand all that data.

Spreadsheets and online analytical processing (OLAP) systems are
very good at what they do: organizing and displaying tables and cubes
of static information in a way that lets users sort, rank, filter, and calcu-
late along different dimensions. Operational and transactional systems,
such as merchandise management, ERP, and point of sale (PoS), are also
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good at what they do: tracking huge amounts of operational data and
events. These systems can tell organizations what has happened in their
business and what their customers have done—Ilast week, last month,
and last year.

However, these systems alone do not elevate an organization beyond
Level 3, “Integrate.” They do not answer critical questions about how
to align with dynamic markets, how to optimize the organization to
build customer and bottom-line value.

Real competitive value—ascent to Level 4 or beyond—is found be-
yond the limitations of operational software alone. It requires the ability
to transform operational data into meaningful, accurate, enterprise-wide
intelligence and predictive insights.

Many enterprises can exist at Level 3 indefinitely, but when the com-
petition gets tough, cycle times shrink, and the market asks for an
immediate response, the enterprise will need more.

MAKING THE TRANSITION FROM
LEVEL 3 TO LEVEL 4

In moving from Level 3 (a focus on the holistic enterprise) to Level 4 (a
focus on market alignment and optimization), the organization will
carry out these activities:

* Expand the enterprise-wide business model into an extended commu-
nity that includes suppliers, customers, and other stakeholders.

* Implement systems to collect and analyze market data, to improve mar-
ket alignment and the value of customer relationships.

» Implement a process improvement methodology, such as Six Sigma or
Total Quality Management (TQM), that optimizes processes
across this extended business model.

*  Build the systems and culture to capture tacit, experiential knowl-

edge, as well as explicit quantitative information, to form a con-
tinuous learning environment.

Establish critical enterprise-level metrics to measure market alignment
and process efficiency, and run the business by them.
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* Provide incentives for cooperation, collaboration, and incremental
improvement. For example, what do suppliers gain by becoming
a part of our information value chain? Discounts? Access to data?
Participation in decisions that affect them?

*  Develop communities of practice that encourage market alignment,
process optimization, and other positive behaviors. For example,
project or departmental managers might meet regularly to discuss
how they are implementing strategic goals and objectives, to
ensure consistency and avoid duplication of eftort.

Organizations at Level 4 use both structured and unstructured infor-
mation—data as well as text and images. They have closed-loop processes
whereby results of analysis are fed back into continuous improvements.
And they exhibit a mind-set of collaboration and incremental improve-
ment that transcends departments, products, and technology silos.

This transition can be radical. New insights might lead the company
in surprising directions. Consider IBM. The company grew into a
global giant by creating business machines. Its name was virtually syn-
onymous with personal computing for years. Yet in 2005 the company
exited the PC manufacturing market, selling off long-standing divisions
to the Lenovo Group.

This extreme decision might have seemed unexpected or rash to
some, but IBM was shrewdly adapting to shifting market spaces, cus-
tomers, and strengths. The company shifted its focus more to consult-
ing and services practices, which had been more profitable and had
brighter futures than the cutthroat PC manufacturing market.

POTENTIAL CHALLENGES ALONG THE WAY

Some of these challenges will look familiar, because the organization
faced them in the transition from Level 2 to Level 3. Others will be
new. Here are typical obstacles that companies will face in this stage of
their evolution.

 Insufficient support from management. Management may be content
with the big gains that were achieved in the evolution to Level 3
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and see no compelling reason to continue investing and changing.
This is especially true when you are proposing wholesale changes
to processes, structures, and philosophies.

Yet the magnitude of change required at this point, such as the
introduction of process improvement initiatives, absolutely requires
a corporate sponsor and appropriate funding. Furthermore, the
required incentives, internal and external, would typically be
approved from the top down. To succeed in this evolution, you will
need to cultivate a high-level sponsor.

Lack of communication. Now that the company is intent on aligning
itself with partners, suppliers, customers, and others, it has to
know what they are thinking—and vice versa. After all, how can
you adapt to market forces unless you are constantly gathering
information from the market?

Communication is already a challenge inside most corporations.
Those challenges intensify when you try to bring in voices from
outside the company. Successful Level 4 organizations have lifted
the communication barrier through a mix of person-to-person
and system-to-system strategies, such as: standing meetings, direct
phone lines, consultant liaisons, video conferences, shared infor-
mation servers, and Web portals.

Security concerns. The openness required to attain and excel at Level
4 has a potentially dangerous side eftect: vulnerability. When you
begin to share your plans, goals, and data with partners and sup-
pliers, you also risk exposing proprietary knowledge. Human
Capital and Culture dimensions must be governed by contracts,
nondisclosure agreements, and policies that protect the confi-
dentiality of company data. Infrastructure and Knowledge Process
dimensions must be secured by user authentication, virtual private
networking, firewalls, and other such IT security mechanisms.

Consider also the fiscal integrity of the partners being drawn
into the extended business model. As you create closer business
alliances, you will need greater assurances that partners and sup-
pliers can provide appropriate fiscal records and prove regulatory
compliance.



WHAT THE ORGANIZATION GAINS FROM REACHING LEVEL 4 103

LANDMARKS OF PROGRESS

You will know you are headed in the right direction when you begin to
see some or all of these signs:

* The company has deeper supplier and partner relationships.
* These external partners are being included in the evolution process.

* There are processes for collecting and monitoring market and
customer data.

* High-quality information is readily available to all who need it.

* As with Level 3, decisions are based on fact-based analysis rather
than gut instinct.

* Decision makers at all levels make rich use of what-if and predic-
tive analysis.

* The company consistently outperforms the market; some com-
petitors may have dropped out.

* Employees are actively improving, expanding, or researching new
ideas and models.

WHAT THE ORGANIZATION GAINS
FROM REACHING LEVEL 4

The organization that successfully transitions from Level 3 to Level 4
will realize that Level 3 was a stepping-stone on a journey, not a desti-
nation. First the organization had to establish order and consolidate
information from across the organization (Levels 1 through 3). Now the
real adventure begins. Level 4 produces major payofts for all the evolu-
tionary levels that preceded it—such as significant improvements in effi-
ciency, costs, product development cycles, customer acquisition and
retention, product/service quality, and market penetration.

Level 4 goes beyond historical query and reporting, more than know-
ing where the organization has been. It provides solid answers about
where the organization and market conditions are going—through pre-
dictive analytics such as forecasting, scenario planning, optimization, and
risk analysis.
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Level 4 organizations exploit the widest available portfolio of analytic
algorithms, mathematical data manipulations, and modeling capabili-
ties. This analytical power enables them to predict future outcomes,
explore and understand complex relationships in data and text, and
model what-if scenarios for behaviors, systems, and processes. From the
factory floor to the boardroom, all types of users are deriving direct
benefit by knowing not only what was but what is likely to be—and
using those insights to shape a more prosperous future.

For example, Staples—one of the world’s largest oftice supply chains,
with more than 1,400 stores—uses analytics that combine transactional,
demographic, and real estate data to determine the most profitable loca-
tions for new stores. There is a lot at stake, since it costs between
$500,000 to $1 million to close an unprofitable store. With a Level 4
analytical framework in place, Staples can make optimized decisions
that spare millions of dollars.

MAKING THE TRANSITION

Let us consider the example of a hypothetical retailer experiencing
some pains at Level 3 and evolving to Level 4 by focusing on elevat-
ing the Infrastructure dimension.

BigBox Brands, Ltd., which operates hundreds of stores through-
out North America, had implemented operational systems to track
inventory, demand, sales, costs, and more across the entire organi-
zation. This knowledge guided decisions such as inventory replen-
ishment, staffing for stores and catalog call centers, and dispatch of
trucks from distribution centers to stores.

Facing greater competitive pressure in all market segments,
BigBox Brands is now seeking answers to more complex questions. It
needs know not just “How many of this item should ship to which
stores?” but “Given all the current objectives and constraints on mar-
keting activities, how can we maximize not just the success of this
campaign, but overall contribution to organizational growth and prof-
itability?” It needs to know not just “Which stores performed the best
last quarter and last year?” but “Which potential new locations will
provide the most profitable return on real estate investment?”
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In the previous transition to Level 3, BigBox Brands had established
an enterprise-level perspective and implemented a profit-sharing plan
that encouraged a big-picture culture. There was still some friendly
competition among stores, but no real impediment to achieving Level
4 optimization—on the human dimensions, at least. All that was lack-
ing was a way to run the business better, faster, and smarter. .. a way
to get more value from all the information gained at Level 3.

The company added optimization solutions to its intelligence
infrastructure. More than just “make the right offer at the right time,”
Level 4 optimization achieves a stated objective by balancing multi-
ple variables within the limits established by multiple constraints.
Solving an optimization problem can also help you answer other crit-
ical questions about current and future actions and decisions and the
outcomes that would result.

By attaining Level 4 status, BigBox Brands can establish the most
effective customer, supplier, and operational strategies, based on a
multitude of interdependent factors.

Founded in 1991, BrightTime Toys sells innovative, high-quality learn-
ing toys through 100 retail outlets, mostly in strip malls, across the
nation. The company targets well-to-do parents who appreciate
enduring quality in the toys and games they buy for their children. As
a result, BrightTime can carry higher-value merchandise than you
would expect to find at, say, a Wal-Mart. The company further differ-
entiates itself by creating a sense of community through story times,
seasonal activities, craft parties, free gift wrapping, and a summer
book club.

Nonetheless, BrightTime Toys was feeling the heat from big-box
competitors with toy departments. The company wanted to better
understand store traffic patterns, optimize inventory processes, and in
general better understand the changing dynamics of its customers—
to move more nimbly than behemoth competitors.

It needed fingertip access to comprehensive information—a chal-
lenge when addressing 10,000 to 15,000 unique stock-keeping units
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(SKUs) in 100 stores. BrightTime Toys already had an enterprise-wide
view of its entire supply chain and a KPI (key performance indicator)
process that aligned everyone and everything to corporate objec-
tives. Point-of-sale information was collected hourly during peak sea-
sons and consolidated daily at headquarters. An enterprise data
warehouse provided 9o percent of the information needed; supple-
mentary data sources filled in the rest.

Everything was in place for individuals, and the company as a
whole, to effectively measure past performance and quickly identify
when inefficient operations were leading to suboptimal results. The
problem was that future challenges were not being predicted with
enough speed to enable management to change direction on the fly.
When competing against giants that get preferential treatment from
suppliers, BrightTime was losing ground.

There was no way to compete on price. BrightTime realized that
the only path to survival was not only to keep pace, but to gain first-
mover advantage over larger competitors—to anticipate and lead
market trends.

The company implemented forecasting and optimization soft-
ware programs that enable staff at all levels of the organization to
test scenarios and find the best solutions for their individual
areas—merchandising, marketing, distribution, store operations,
loss preventing, finance, and so on—without jeopardizing or con-
flicting with activities in other, equally critical, parts of the opera-
tion. New information portals lead to “dashboards” that are widely
accessible throughout the organization, so daily decision making is
aligned with corporate goals.

Daily (and in come cases, hourly) data is now driven through
analysis, forecasting, and optimization routines that are packaged
into highly intuitive, easy-to-use applications. As a result, BrightTime
makes near-real-time inventory management and marketing decisions
(e.g., orders, cancellations, transfers, price changes, promotions, etc.)
for stores, the Web site, and the call center.

As might be expected, these infrastructure and process enhance-
ments attracted top people. As BrightTime Toys become known for its
leading-edge use of information, it became an employer of choice for
the best and brightest talent. Furthermore, as the company’s Level 4
evolution started reaping productivity improvements, profits
improved. As profits improved, compensation improved. As compen-
sation improved, motivation improved ... which in turn improved
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productivity. Team building became infectious, and this mature com-
pany now sustains a culture of entrepreneurial excitement.

This Level 4 evolution built on BrightTime’s existing Level 3 model
by fine-tuning and improving incremental parts of the operation. Each
small improvement in itself is tiny. But when aggregated, the enhance-
ments created new synergies where the whole was truly greater than
the sum of its parts.






CHAPTER 9

Reaching Sustainable Growt

THE TRANSITION FROM LEVEL 4 TO LEVEL 5

The Level 4 organization has driven inefticiencies out of the system
and differentiated itself on speed to market. Real-time business intelli-
gence 1s shared throughout the organization as well as with appropriate
customers, suppliers, and partners. Results of initiatives and analysis are
fed back into the system to guide continuous improvements. The inter-
nal culture is collaborative and supportive.

This is a pretty nice picture, and the company has gained a healthy
market leadership from it.

However, at some point, even Level 4 optimization becomes the
proverbial squeezed orange. You can wring only so much return from
incremental improvements in market alignment and process efficiency.
Level 4 was an essential level to support speed to market, but once a
market is commoditized and fought on price alone, successtul organiza-
tions must evolve to Level 5 innovation and renewal.

At some point, the company will see diminishing returns from its
optimization efforts and technology investments. After all, it takes more
than competitive pricing to remain in business. Consider the telecom-
munications industry, for example. Woe to any service provider that
thought it would succeed simply by being the low-cost source for desk-
top phone service. Heaven help any mobile provider that thought peo-
ple would clamor for the lowest-cost rate plan, regardless of coverage
and capabilities.

No matter how excellent a product or service, there is always the
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possibility that someone else can replicate it at equal or lower cost. For
example, a competitor might be able to deliver a similar oftering at a
better price because it does not have to support a legacy environment
or burgeoning retirement benefits. It might be able to undercut you due
to economies of scale, exclusive access to prime suppliers, or any num-
ber of other business forces.

At that point, a company needs to have more to offer than low cost.
It needs to have something new and exciting that draws the market. It
needs a continuous stream of new revenue-generating ideas, and that is
what you get with a Level 5 model of information management.

MAKING THE TRANSITION FROM
LEVEL 4 TO LEVEL 5

In moving from Level 4 (a focus on market alignment and optimizing
products and processes) to Level 5 (a climate of constant renewal and
innovation), the organization will extend its Level 4 information man-
agement framework in several ways. It will:

* Incorporate external input in processes and systems. Level 4 organiza-
tions do this to a certain degree, but Level 5 organizations must
do it even better. There should be a continuous flow of infor-
mation about potential new market opportunities, competitors’
actions, growth or decline of key industries (not just your own),
customer satisfaction, and changing business, political, or legal
environments.

» Implement an infrastructure that manages high data volumes. It an orga-
nization wants to push the envelope—drawing on insights gained
from vast sources of internal and data—it will find itself working
with 10 times as much data as a Level 2 organization. Technology
upgrades might be in store, so the systems that are supposed to
distill all that data do not drown in it instead.

* lalue intellectual capital as highly as tangible assets. Seek the greatest
possible diversity in the workforce. Find and keep creative indi-
viduals who think like venture capitalists, always questioning the
status quo and thinking in fresh and unexpected ways.
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» Establish an internal culture that promotes creativity, inquiry, and
experimentation at all levels—and accepts periodic failures as an
inevitable part of the innovation process.

* Expand risk management practices (mentality and infrastructure)
to reflect the risks inherent in a continuously innovating
environment—to minimize the possibility of failures and mitigate
the effects of them when they do happen.

*  Proactively facilitate and manage the creative process of innovation. De-
fine processes to support a pipeline of continuous innovation.

In short, to reach Level 5, the enterprise must identify and understand
what it does well (and it might not be today’s core business) and apply
this expertise to new areas of opportunity. New ideas might come from
completely different industries and business models, but—coupled with
the company’s core competencies—they can be applied to multiply the
available revenue streams

POTENTIAL CHALLENGES ALONG THE WAY

The evolution to Level 5 entails some delicate balancing acts: between
taking risks and minimizing risk . . . between sharing information and
protecting it . .. between stimulating new ideas and sustaining the
proven ones. Some key challenges that an enterprise will encounter in
evolving from Level 4 to Level 5 are:

*  Uneasy balancing act between openness and security. An open environ-
ment is necessary to ensure creative ideas will flow and will be
evaluated among all contributors. Yet this same openness can put
information assets at risk. Processes and infrastructure must strike
a balance between open environment and appropriate security.
Additionally, being “open” should be bilateral—where you get
the information you need from partners, suppliers, and customers.

* Funding creativity. Experimentation, research, and innovation costs
money, and most companies have already set their research and
development (R&D) budgets at levels they feel are appropriate. In
becoming a Level 5 organization, then, companies must determine
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whether they can fund the model of continuous innovation with
more R&D dollars. If so, where will those additional funds come
from? If not, what is the best way to use existing budget alloca-
tions?

*  Maintaining genuine communication. By the time an organization has
reached Level 4, information sharing is routine and should be
fairly automated. The Level 5 organization needs an equivalent
ease of interactions among humans, even those in other divisions
and companies.

*  Preventing burnout. An environment of continuous innovation can
become an environment of unsettling impermanence. Even the
most adventure-driven workers need some measure of stability
and predictability. The emerging Level 5 organization will there-
fore have to tread the fine line that separates entrepreneurial
genius from organizational madness.

LANDMARKS OF PROGRESS

You will know you are headed in the right direction when you begin to
see some or all of these signs:

* New ideas are not just collected, but encouraged. Formal meth-
ods may be in place to catalog, review, and prioritize these ideas.
New ideas develop quickly and move swiftly from concept to
fruition.

* New ideas can originate with anyone: employees at all levels, cus-
tomers, partners, and suppliers.

* Cross-industry information is accessible and incorporated into
decision-making processes.

* Budget funds are allocated specifically for researching and develop-
ing new ideas, adapting existing offerings, and reviewing potential
new markets.

* Failures are not frowned on but are accepted as part of the process
of continuous innovation—and treated as lessons learned.
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* Initiatives tend to be forward thinking—proactive, not reactive.
The company seems to always be a step ahead of the competition.

* The company does not rest on its laurels. Successful ideas are cel-
ebrated, but they are also analyzed, improved, adapted to new
markets, and used to spawn yet more ideas.

WHAT THE ORGANIZATION GAINS
FROM REACHING LEVEL 5

The Innovate level of the Information Evolution Model represents an
almost utopian ideal—the best of everything in the Integrate and Optimize
levels, plus an extra dimension of agility and creativity. This organization
embraces innovation and has transformed itself from an operational/reac-
tive entity into a wellspring of constant, proactive renewal.

The organization that transitions successfully to Level 5 will:

* Generate higher profit margins and continuous growth from new
products and markets. In fact, as much as 40 percent of revenue
may come from initiatives that are less than three years old.

* Define new markets without legacy baggage.

* Gain first-mover advantage and upset the playing field for
competitors.

* Increase market share based on sustainable, repeatable innovation.

The enterprise that reaches Level 5 regularly produces and applies
new ideas, identifies and creates new markets, eliminates what is not
working, and generates customer value. In short, Level 5 organizations
spend less time protecting their empires and more time growing them.

A risky proposition, all this change? No, because this organization has
the predictive, analytic knowledge to explore opportunities in a virtual
environment—and then pursues only the ones that are virtually guaran-
teed to pay off. Moreover, patterns of innovation are embedded in all
dimensions of the planning model, so successes are sustainable and
repeatable.






CHAPTER I O

Information Evolution
Assessment Process

A FIVE-STEP PROCESS FOR PLANNING YOUR
ORGANIZATION’S EVOLUTION

On May 5, 2005, Jo Ann Argyris of Boulder City, Nevada, hit the
$1 million jackpot in a penny slot machine at her favorite casino for the
second time in less than a year—definitive proof that strategic planning is
not necessarily a prerequisite for success.

However, gambling experts consider Argyris’s double play to be a
trillion-to-one shot.

Few survival-minded organizations would be willing to bet on those
odds. It might be better to heed the maxim “Those who fail to plan,
plan to fail”—even if you are not looking for the gambling granny’s
50,000-fold return on investment.

Some organizations overtly plan their evolution, plan to lead their
markets and shape their own success. Others, by default, plan only to
react. They act in response to events rather than acting to create those
events. They evolve when the pain of inaction is too great or has been
borne too long . . . when the cost of inertia clearly exceeds the cost of
change.

Whether your organization is following a reactive or proactive evolu-
tion path, one thing is certain: Unlike slot machines, you significantly
improve your odds of winning if you have a clear view of where you are
and where you want to be. Like selective breeding of greyhounds for
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speed and bull terriers for chomp, targeting on desired traits enables you
to press fast-forward on the evolution button.

Chapter 5 provided a quick self-assessment quiz that generates a snap-
shot view of the organization’s current status, determined either by the
metrics it tracks or the attributes it displays. That quick self-assessment is
just a start, a preliminary view so you could read the rest of this book
with a frame of reference. This chapter describes the formal assessment
process that your organization will undertake when it gets serious about
getting ahead.

INFORMATION EVOLUTION
ASSESSMENT PROCESS

The assessment process can be as superficial or detailed as you wish.
However, the more structured and thorough the process, the more
meaningful and accurate your recommendations and road map will be.
Here is a recommended path that can be tailored for your organization’s
needs.

Step 1. Seft the stage. Develop your rationale for doing the assessment,
because you will need to promote and defend it to a lot of difterent
parties. Identify project participants and champions. You will want
participation from senior business and technical managers, informa-
tion management experts, and end users. You will need the buy-in
of influential supporters from the three Cs: those with C-level titles,
those with C-level clout (whatever their titles), and those with con-
sultant expertise, either within or outside the company.

Identity potential roadblocks and opposition, and begin to for-
mulate a plan for overcoming them. Start gathering documenta-
tion that will support your research. Plan on two to three weeks of
dedicated time for the entire process—but know that it will be
worth it.

Step 2. Determine the company’s current and desired level on the
Information Evolution Model. Use surveys, structured interviews,
observations, and documentation to gather intelligence. You can
conduct one-on-one surveys/interviews with senior business and
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technical managers, or you can set up interactive group work-
shops. For either format, you will find a suggested list of interview
questions (one for each dimension of the Information rEvolution
Model) later in this chapter.

When you have gathered the benchmark information for each
dimension, map your findings to the levels of the Information
Evolution Model. In what may seem like a hopeful or idealistic
exercise, identify the level where the organization would gain the
most business value for its investment in evolution—in short, the
level you need to attain next, to at least achieve parity with your
competition.

The outcome of Step 2 will be an Information Evolution Model
Report that establishes your current and desired maturity levels for
this stage of your evolution on each dimension: Infrastructure,
Knowledge Processes, Human Capital, and Culture.

Step 3. Identify the gaps (or the chasms) between where you are and
where you need to be in this stage of your ongoing evolution. Gap
analysis will be performed for each dimension and presented in an
aggregate report.

Step 4. Make recommendations for closing the gaps. There will undoubt-
edly be several levels of priority for the gap-closing activities: the
must-haves, the nice-to-haves, and the seemingly unattainable.
Prioritize those gaps, identify the required resources to bridge
them, and present recommendations to your executive sponsor(s).

Step 5. Develop a road map and action plan. Information and recom-
mendations from Steps 2 through 4 will guide development of an
information strategy that defines specific action items and expected
results, high-impact areas of improvement, timeline and tasks, and
a communication plan that promotes buy-in and success. The road
map outlines the high-level plan and long-term view. The action
plan sets forth a concrete series of steps, with stated checkpoints
and periodic business case analysis of the costs/benefits.

This action plan should not be a generic report. It should present
specific ideas about the best way to reach stated goals. Do not hes-
itate to propose several paths, because there is no one way to man-
age this evolution. Here is a tip: Set up some achievable projects
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with rapid return on investment (ROI) early in the game. There is
nothing like some early success to get people excited about con-
tributing and supporting.

Once the approved information strategy is in place, internal and part-
ner experts will implement the plan for bridging the gaps and moving
the organization to the desired maturity level.

WHY GO THROUGH THIS FORMAL
ASSESSMENT PROCESS?

The process was initially designed to evaluate how information is used
throughout your organization and to guide evolution to a more pro-
ductive and profitable level of information management. The ideal is to
chart a systematic path to sustainable growth and innovation, thanks to
optimized, strategic use of enterprise-wide intelligence.

That was the idea, but even if your assessment does not kick off
wholesale improvements, it has tremendous value. For one thing, you
will gain new insights about how you currently use information and
how incremental improvements can lead to more eftective decisions.
Second, the more you understand about the interactions among dimen-
sions—how subtle influences such as corporate culture and personalities
can make or break an information strategy—the better you will be able
to design and choreograph improvements. Third, you will have the fod-
der to substantiate budget requests—the research that substantiates your
plea for IT investments.

If you are ready to embark on the journey, the sections that follow
provide a navigation system for Step 2 of the assessment process. You
will find sets of questions that, when answered, will yield the necessary
information to assess your organization’s present status and point the
way toward the desired state.

INTERVIEW QUESTIONS FOR THE
INFRASTRUCTURE DIMENSION

The hardware, software, and networking tools and technologies that
create, manage, store, disseminate, and apply information.
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Use of Business Intelligence (BI) and Analytical Tools

1.

Are you using BI or analytical capabilities? How, and to what
extent?

‘What tools do you use to analyze company information?

[s business information organized into one repository, or is each
department separate?

Are you able to monitor the performance of the entire enterprise?
Do you have applications to track these enterprise functions:
Individual products

Customer profitability

Customer satisfaction

Supplier information

Marketing campaigns

Employee productivity

I I Ay I N Iy

Supply chain

Information Technology (IT) Architecture

1.

What 1s your IT architecture for capturing and using business
and technical metadata?

Do you have a data warehouse?
Does the data warehouse span the enterprise?

Do you use an off-the-shelf tool for data extract/transform/load
(ETL) processes?

Who are your BI software vendors, and what departments use
their applications?

Infrastructure to Support “One Version of the Truth”

1.

Does the company have data marts and data warehouses from
which users can access information?

If yes, is the data in these source system(s) extracted and trans-
formed on a consistent basis?
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Is there inconsistency between data stores across departments?

Are separate data platforms used, or are they integrated into a
common, company-wide platform?

Is the data warehouse integrated with external parties, such as
suppliers, customers, or partners?

How close to real time is the information in the company’s data
warehouse(s)?

To what extent are advanced analytics used in the organization?

Is tacit knowledge captured at the enterprise level to enable fur-
ther learning?

Integration of Disparate Data Sources

1.

Do you have an automated system for integrating data from dif-
ferent sources, or is your system for compiling data manual/ad
hoc?

Is enterprise data immediately available to any department that
needs it?

Maturity of the Intelligence Architecture

How consistent are data definitions across the enterprise?

Are tools selected at the individual, department, or enterprise
level?

Are data standards and definitions set at the individual, depart-
ment, or enterprise level?

Are there initiatives in place to ensure quality in adherence to
these standards and definitions?

[s storage managed at the individual, departmental, or enterprise
level?

How sophisticated is the manner in which you deliver informa-
tion to users?

[s information often packaged in a value-added format, such as a
scorecard?



INTERVIEW QUESTIONS FOR THE KNOWLEDGE PROCESS DIMENSION 121

8. Are there any feedback loops to improve operational systems?

9. Do partners, suppliers, and customers have an interactive role in
your information architecture?

INTERVIEW QUESTIONS FOR THE
KNOWLEDGE PROCESS DIMENSION

Policies, best practices, standards, and governance that define how
information is generated, validated, and used . . . how it is tied to per-
formance metrics and reward systems . . . and how the company sup-
ports its commitment to strategic use of information.

Processes Pertaining to Corporate Metrics

How do you monitor the overall financial health of the company?

2. Do you have a corporate performance management system?

a. Who in the organization has access to the information?

b. What do you see as the key indicators?

c. How often are corporate metrics reported: real-time, daily,
weekly, etc.?

d. Do your indicators allow you to take preemptive actions or
primarily reactive tactics?

e. Do you assess corporate performance using internal metrics
only or external data as well?

Processes to Generate a Corporate View

1. Do you feel that you have an adequate picture of overall com-
pany information? If not, what, in your opinion, is lacking?
What are your primary information sources?

How do you collect and consolidate your information?

What controls are in place to ensure that the data is accurate?

ok LN

Are you able to produce “one version of the truth” throughout
the whole company, or do various versions surface from difterent
areas?
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Information Processes: Information Retrieval

1

1.

N o v

0.

What software tools do you use for reporting and extracting
information?

. Are these tools selected as an enterprise standard, or do depart-

ments select their preferred tool?

. Are there enterprise standards for development of reports and

other extracts, or . . .
a. Do different departments manage their own development?
b. Are they done on an ad hoc basis?

Are there enterprise standards for the storage of recurring reports?
What role does metadata play in these reports?
[s information from reports pushed to relevant audiences?

Do report/extract processes use or deliver information to exter-
nal parties, such as suppliers?

To what extent are the current report generation capabilities
used to evaluate new business ideas . . .

a. For incremental improvements to existing lines of business?
b. For explorations into new lines of business?

. To what extent do reporting capabilities enable managers to

manage their costs?

To what extent do reporting capabilities enable managers to
optimize processes?

Information Processes: Data Transformation

1.

How does the company manage ETL processes across the

company?

a. Are these ETL processes oft-the-shelf, developed in-house, or
a combination of both?

b. Is there an enterprise standard tool for ETL, or can depart-
ments select different tools?

What role does metadata play in the organization’s data transfor-
mation processes?
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3. How consistent is the definition of data across the company?

a. Do data dictionaries exist? If so, are they at the enterprise or
department level?

b. Are data definitions consistent across different operational
systems?

c. Are there data definition standards for external value chain
organizations?

Information Processes: Knowledge Sharing

1.

How widely 1s knowledge (information in context) shared across
the enterprise?

O At the individual level

U At the department level

U At the enterprise level

U Including external parties in the value chain

How are data access rights maintained, and at what organiza-
tional level are they defined?

U Individuals control their own data access
U Departments manage access for their own teams
U An enterprise security policy governs data access

U The data access policy includes external parties in the value
chain

Are project results and experiences captured to improve future

decisions and results?

Are the results of decisions tracked so the company can learn
from its experiences?

Does the company have a corporate knowledge base?
a. How widely is it used?
b. How useful do you find it?

Is the corporate knowledge base used as a source of new insights
and opportunities?
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Information Processes: Collection and Use of Feedback

1. Does the company have a program in place to use information to
improve business processes?

2. At what level of the organization are these improvement initia-
tives targeted?

3. Do business improvement initiatives apply only to specific depart-
ments or to the enterprise also?

4. What is the focus of these business improvement initiatives?
U Maximizing efficiency and lowering cost

U Exploring new business opportunities

Data Accuracy

How important is data accuracy across the organization?
Are there data definitions and standards in place?

Are data definitions established at the individual, department, or
enterprise level?

4. Do any of these standards apply to suppliers or other members of
the company’s value chain?

5. Is there a program in place to verify compliance with definitions
and standards?

If so, 1s verification done on a preventative or corrective basis?

Are there reconciliation processes to ensure consistency between
operational systems?

8. What part do metadata and business rules play in maintaining
data quality?

9. What initiatives are in place to improve data quality?

Use of Information for Managing Risk in Decision Making

1. In what manner do you use your business information to mini-
mize or avoid risk?
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What sort of risks do you try to avoid?

a. Do you try to monitor your competitors?

b. Do you try to manage campaigns, product performance, etc.?
c. Do you monitor employee productivity?

Do you try to optimize the supply chain?

INTERVIEW QUESTIONS FOR THE
HUMAN CAPITAL DIMENSION

“Human capital:” individuals within the company, and the quantifiable

aspects of their capabilities, recruitment, training, and assessment.

Information Skills within the Organization

1.

What is the overall level of analytical skill and proficiency in
using BI software?

Is the current skill set adequate to meet the information needs of
your company?

If not, where are there deficiencies?

U Number of people, which could be solved with increasing
staft?

U Level of expertise, which could be addressed with training?
How are individuals with analytical/BI capabilities aligned in the
company?

[s there one area or certain people to whom other areas turn for
information?

Do you typically hire people with these skills or develop them
with training programs?

In what other ways do employees gain information skills?

Value of Information Skills

1.

Are employees encouraged and/or rewarded for acquiring infor-
mation skills?
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Does the company have information skills training programs?
a. How routine is the training?
b. What types of employees have access to the training?

[s there a clear path for advancement for workers with these skills?

Are analytical and software skills a component of employee per-
formance evaluations?

Does the company make overt efforts to attract and retain peo-
ple with superior information skills?

Definition and Role of Knowledge Workers

How does the organization define “knowledge workers”?

What is their role, and where are they located in the organization
(front line, management, etc.)?

Which people in your organization do you qualify as knowledge
workers?

What types of skills do they possess (e.g., technical, “soft” skills)?

When hiring experienced knowledge workers, what do you
look for?

What training is oftered to knowledge workers to improve their
overall use of business intelligence?

If no training programs are in place:

a. Do you see business intelligence as important in driving your
organization forward?

b. Do you see training of knowledge workers as an important
component of that?

c. What are your current skills gaps?

d. What sort of training do you feel is necessary?

Composition of Knowledge Workers within the Business

1.

What estimated percentage of employees would be qualified as

knowledge workers?

a. How many have a primary focus on developing and main-
taining information systems?
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b. How many are primarily concerned with data assimilation?
c. How many of them focus on analyzing business information?

What areas of the company are affected by their work?

INTERVIEW QUESTIONS FOR
THE CULTURE DIMENSION

Organizational and human influences on information flow—the moral,
social, and behavioral norms of corporate culture (as evidenced by the
attitudes, beliefs, and priorities of its members), related to information

as a long-term strategic asset.

Alignment of the Organization with Strategic Direction

Are individual goals set to support corporate goals?

Is this done consistently across the organization?

[s remuneration tied to individual, enterprise, or team perfor-
mance?

Are high performance and/or seniority rewarded with shares in
the company?

How do you monitor employee awareness of corporate goals?
Do you conduct communication programs to ensure that people
in the company understand strategic direction and the role they
play in it?

Interdepartmental Cooperation and Information Sharing

1.

[s information viewed as proprietary in any departments within
your company?

What measures do you take to ensure cooperation between
departments?

Do you encourage cross-departmental projects?

Are there cross-functional teams at work in your company? How
effective are they?
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How do the different departments share information?
a. What sort of information do they share?
b. Is this done as a practice or on a request basis?

‘What metrics are in place to track interdepartmental information
sharing and cooperation?

Business Information as the Basis for Decisions

What types of decisions do you have to make on a regular basis?
How do you make those decisions?

How important is business information (reporting) in the deci-
sion-making process?

What is the relative importance of intuition, experience, and
available business information?

If an urgent and unexpected necessity for a decision arises, can
you get reliable information to support the decision-making
process? How quickly would you be able to get it?

Evidence of Continuous Business Improvement

1.

How do you monitor improvement in your business?

a. At what levels (departmental, by product, by lines of business,
total enterprise)?

b. Is your monitoring continuous?

What are your key performance indicators (KPIs)?

[s your monitoring system integrated with partners, customers,
and suppliers? In what way?

Acceptance and Response to Change

How flexible is the organization?

Have you implemented a change management program in recent
years?

a. What was the nature of the change?

b. How successful was the change management program?

How flexible are the individuals working in the company?
a. Are people open to changing their roles and responsibilities?
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b. Have you seen evidence of this?
c. Are people willing to support a change in company strategy?
d. How do you gauge this willingness?

Attitude toward Information Quality

sl .

Does the company place strategic value on data quality?
Do you trust the information in reports?
‘What are the issues affecting data quality?

Do you use feedback from information systems to improve oper-
ational systems?

a. In what ways?

b. Would you say we have a continuous quality loop?

What mechanisms are in place to ensure that information is
accurate and reliable?

‘What individuals are responsible for ensuring information quality?

Value of Business Information

1.
2.

What value does the company place on business information?

How is it viewed and used across the organization?

Leadership Style and Decision Making in the Company

1.

How would you describe the general leadership style across the
organization?

Does this differ by business unit or department?

Is there more than one person who is seen as a figure of overall
authority?

a. How would you define his or her personality?

b. How accessible is that person/people?

How common is delegation of authority?

a. How far down does delegation happen?

b. At what level is an employee given responsibility for business
outcomes?

How would you describe the company’s decision-making process?
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6. What sort of approach is taken when . . .
a. There is a crisis to be solved?
b. A strategic decision needs to be taken?

Thinking Outside the Box

1. Are individuals empowered to initiate and affect change? In what
ways?
Are employees encouraged to be creative in decision making?

How often would you say that new ideas are put into action at

the company?

a. Where do new ideas generally come from?

b. Do new ideas need support of top management to be uti-
lized?

c. Are creative solutions encouraged? At what levels in the com-
pany?

View of Information Technology (IT)/Information Systems (IS)
Functions

1. How important is the IT/IS function in your company?

o

Does IT play a key role in operational decisions? Strategic deci-
sions?

3. How do you make budget decisions for I'T/IS?

=

If a department or individual requires new or additional IT/IS
SErvices . . .

a. What is the process that must be gone through to arrange it?
b. How quickly does this happen?

c. What are the rules governing this?

Use of Business Information

1. What percentage of company insiders actually uses the results of
business analyses?

2. What priority is placed on reports?

3. How often do managers receive reports?
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4. What is your system for disseminating information?

5. Do external parties, such as suppliers and distributors, receive
any reports?

Relationship with Customers

How close is the organization to customers?

What percentage of people is in front-line positions?

Do you have customer relationship management (CRM) systems?
a. What are the goals for these CRM systems?

b. What priority does CRM have in the organization?

How important is customer satisfaction to the organization?

5. What are the biggest challenges in dealing with customers?

Teamwork and Empowerment

1. Is teamwork formalized within the organization? In what man-
ner, and in what subgroups?

Do you find teamwork effective? Why or why not?
What is the nature of your teamwork?

Are individuals empowered to initiate and eftect change?

TRANSFORMING INTERVIEW RESPONSES
INTO AN ASSESSMENT

You may have noticed that some of the interview topics were repeated
in more than one section. There is a very good reason for this. You will
likely be interviewing difterent individuals or focus groups for each sec-
tion, and you will likely get very difterent perspectives on the same issue.

Take data quality, for example. You will probably get a more hopetul
view of data quality from the IT folks interviewed for the Infrastructure
dimension than from the business managers interviewed for the Culture
dimension. Or consider decision-making processes. You might get very
different feedback from business users than upper management about
employee empowerment and support for creative thinking.
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Having completed the interview process, the next step is to map
these interview responses to the attributes of the Information Evolution
Model for each dimension. For instance, what did you find out about
data ETL processes? If individual PC gurus are doing this on as as-
needed basis, put a checkmark in Level 1. If this is routinely done in
departmental systems, check Level 2. If data is extracted from enter-
prise-wide operational systems using common metadata, check Level 3,
and so on.

Naturally, not all responses will fall cleanly into a single level, but from
the cumulative eftect of all the responses, trends will emerge. You will
have gained a comprehensive view of the organization’s status on each
dimension, where there are leading and lagging dimensions (dimension
tension), and where there are notable deficiencies or shining examples.
Since you previously mapped out the level that the organization should
reach, it should be clear at this point where improvements need to be
made.

This assessment process can be a significant endeavor, absorbing two
to three weeks of full-time attention from multiple staff members. You
might consider the advantages, both in terms of workload and objectiv-
ity, to have an external consultant perform this assessment for you.
Alternatively, you can delegate the project to an internal business intel-
ligence center of excellence. Many organizations are recognizing the
value of a Business Intelligence Competency Center that is tasked to
enhance the quality, value, and utility of business intelligence in the
organization. Turn to the next chapter for more about this promising
trend in information management.



CHAPTER I I

Business Intelligence,

ntelligently Anplied

WHAT YOU CAN GAIN FROM A BUSINESS
INTELLIGENCE COMPETENCY CENTER

If the phone rang right now, bringing you a crisis that you had to
resolve, would you be able to assemble all the information you need to
take appropriate corrective action? If a brainstorming session turned up
an intriguing new business opportunity, would you be able to quickly
assess the risk and forecast the potential of that opportunity? Can you
quickly put together quantifiable return on investment (ROI) or other
proof of success for any of your team’s projects?

If your answers are “No, not likely . .. well, maybe sometimes,”
you’re definitely not alone. In a 2005 survey from BetterManagement, 60
percent of respondents said they never, rarely, or only sometimes get the
information they need to make effective business decisions.'

What gives? There is certainly no shortage of data. It is on thousands
of PCs and PDAs. It is in databases throughout the organization. It is
churned out by the gigabyte by transactional and operational systems,
and it flows in from external partners and information clearinghouses.

No, there is no shortage of data, but there is still a huge shortfall of
business intelligence (BI)—even though there is more investment than
ever in BI tools. However, even where BI tools and skills are in place,
they are not necessarily delivering all the value they should.

Where is the information you need to support the decision at hand?

133
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Who knows where it is? When it is found, will it be accurate? Who can
help you make sense of it? How do you know if business decisions are
backed by the correct information? Is there an overall strategy for stan-
dardizing and exploiting BI in the enterprise? If so, who is responsible
for prioritizing, coordinating, and monitoring BI projects? Who devel-
ops and maintains BI standards for the entire organization?

These are questions that many companies are still struggling with, in
spite of well-intentioned investment in BI infrastructure.

WHY ARE BUSINESS INTELLIGENCE
PROJECTS FALLING SHORT
OF POTENTIAL?

“Most organizations approach a business intelligence initiative as a sin-
gle disconnected project,” says Claudia Imhoff, president of Intelligent
Solutions, Inc. “The traditional approach has been to assemble a team
of developers, build a unique solution for a specific project, and disas-
semble the team when the project is completed.

“By disconnecting the projects, these companies fail to create a con-
sistent, reliable BI environment,” Imhoff notes. “Each project reinvents
the wheel, resulting in duplicate processes and redundant tools. Inte-
gration is weak, so there are wasted efforts to reconcile difterences
among systems. Knowledge-sharing among project teams is limited, so
basic learning processes are repeated over and over. Overall develop-
ment costs are high, yet this investment yields information silos and
incompatible systems across the enterprise.”

In short, there is more to business intelligence than simply deploying
technology. You need a comprehensive, strategic approach to designing,
implementing, managing, tracking, and supporting BI initiatives. Lack-
ing that framework, you would end up with a patchwork of good
intentions but no meaningful enterprise-wide intelligence.

It is common for BI initiatives to use different methodologies, defin-
itions, processes, and tools in different departments. Skilled BI special-
ists may be scattered across organizational units that do not coordinate
with each other. There may be no one to champion projects that would
unify all these BI resources for the greater good.
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“IT leaders have to be shifting their focus away from simply manag-
ing technology, and to look to managing business information, pro-
cesses and relationships,” said John Mahoney, chief of research and IT
management for Gartner in Europe.”

To address these obstacles, a growing number of organizations have
created a Business Intelligence Competency Center (BICC).

WHAT DOES A BUSINESS INTELLIGENCE
COMPETENCY CENTER DO?

A BICC 1s a cross-functional team with a permanent, formal organiza-
tional structure. This center of excellence plans and prioritizes broad BI
initiatives, manages and supports those initiatives, and promotes broader
use of BI throughout the organization through application design, user
training, and technical support.

A BICC brings together representatives from both IT and business
groups, with executive sponsorship. The group should report in to the
C-level—chief information officer or chief operations officer—to ensure
alignment of BI strategy with corporate strategy.

This center can be set up as a separate service company, a division of
a corporate holding company, or a “virtual” business unit that draws on
staft' from various departments or corporate entities.

If you choose a permanent, physical BICC, the team usually enjoys
higher levels of internal communication and cooperation. Full-time
team members in the same location can easily share ideas and experi-
ences. If you choose to create a virtual BICC, there is no organizational
upheaval, no new infrastructure or staff to support. However, team
members generally must divide their time between responsibilities to
direct management and dotted-line responsibilities to the BICC.

There is no one “right” approach, because both ofter their own merits
and pitfalls. Some companies establish a physical BICC group for the first
few years, and, as the program takes root, they reshape it as a virtual group.

Whether you define it as a physical or virtual organization, a BICC
can be a living example of positive change as well as a support agent for
that change. This group can perform in whatever capacity suits your
organizational requirements, including any or all of these roles:
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*  Program champions define corporate business intelligence strategy,
ensure alignment with corporate objectives, consolidate and pri-
oritize requests for BI projects, share BI knowledge throughout
the enterprise, and track BI success.

*  Advanced analytic experts perform complex data mining and model-
ing in response to requests from business units and conduct research
with models to explore correlations and interdependencies.

* Data acquisition experts design and integrate the corporate data
stores; and develop, test, and maintain the extract/transform/load
(ETL) processes and storage procedures for those databases.

* Data stewards maintain data standards, data quality, and data gover-
nance, as well as manage technical metadata to keep it aligned
with business metadata.

* Bl application developers develop, test, and maintain BI applications
for the enterprise—both user-facing applications and those that
directly interface with the data warehouse.

» Vendor contract managers handle all the license and contract issues
pertaining to BI software tools, such as user licenses, software dis-
tribution, service-level agreements with BI vendors, and product
evaluations.

*  Tiainers provide initial training and follow-up coaching in BI con-
cepts and applications for end users and conduct training and cer-
tification programs for specific BI products.

» Technical support specialists provide second-level help-desk support
to clarify problems, analyze solutions, and provide a unified point
of contact with vendors of BI applications. First-level support

would still be handled by the general help desk.

A Business Intelligence Program function oversees and coordinates the
activities of these BI specialists and serves as the interface to business units.

BENEFITS OF A CORPORATE BUSINESS
INTELLIGENCE COMPETENCY CENTER

According to a recent BetterManagement survey, organizations that have
established a BICC have already seen these benefits:
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* Increased usage of business intelligence to support strategic goals
(74 percent)

* Increased business user satisfaction (48 percent)

* Better understanding of the value of BI for sustainable growth (45
percent)

* Increased speed of decision making (45 percent)

 Lower staft costs (26 percent) and lower software costs (24 percent)’

A BICC provides a central location for driving and supporting your
organization’s overall information strategy—and for implementing the
recommendations set forth in an Information Evolution Assessment. It
enables your organization to coordinate and complement existing eftorts,
while reducing redundancy and increasing effectiveness. Centralizing
these efforts ensures that information and best practices are communi-
cated and shared through the entire organization so everyone can benefit
from successes and lessons learned.

The BICC is instrumental in enabling knowledge transfer and
enhancing analytic skills. The BICC can coach and train end users to
empower them with new skills that drive innovation and discovery. It
also 1s instrumental in turning analysis into action and ensuring greater
information consumption and better ROI.

Operating a BICC enables your organization to:

* Preserve and exploit the full value of technology investments

* Establish business and analytic intelligence processes and standards
* React faster, even proactively, to business changes

* Reduce overall risk of developing new products or markets

* Support end users, to increase their understanding and the value
of their analyses

* Ensure that BI knowledge is shared throughout the enterprise

In an environment where I'T organizations are tasked to do more with
less, a BICC ofters real relief. You can meet the growing demands of end
users with fewer support staft, while providing a forum for repeatable
results, best practices, and collaboration across the organization. Successes
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can be documented, measured, and monitored for optimal performance.
The business case is a no brainer: By streamlining operations, a BICC
reduces overhead and information silos while increasing the overall eftec-
tiveness of your technology investments.

HOW DO YOU FUND A BUSINESS
INTELLIGENCE COMPETENCY CENTER?

Initially, the BICC might be essentially self-funded through the cost
savings gained from eliminating redundant tools or reducing the over-
head of expensive support and maintenance contracts. [ronically, as the
BICC becomes more established and strategic, the gains become more
significant yet harder to quantify. How do you measure better decision
making? The organization will see better performance results, but how
persuasively can you tie those results directly back to the BICC? You
just might need some direct funding as well. Some other ways compa-
nies have funded BICC activities are:

» List BICC costs as overheads; then all departments can freely use
the BI services. However, in this scenario, the BICC can be per-
ceived as a cost center rather than a cost-saving and performance-
enhancement center—that is, unless BI expertise is applied to
prove the bottom-line value of the center itself.

o Set up an internal billing system where users are charged for the help
they receive on each project and analysis. In this model, users pay
their fair share of costs, because heavy users pay more than light
users. However, this approach can inhibit the growth and use of
the BICC, when you really want to encourage the broadest pos-
sible utilization.

o Apply a subscription-based billing model, whereby each user group
pays a subscription fee based on projected usage of the BICC.
Users then do not feel inhibited to use BICC services, and costs
are shared in proportion to the group’s utilization.

Any of these three models—or some combination of approaches—may
be appropriate for your organization’s accounting structure, culture,
and needs.
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IMPORTANCE OF STAYING STRATEGIC

The pressure from cost cutting and compliance has sharpened the focus
on BI, but businesses are still using it very tactically. That is certainly the
easy road to take. With tactical activities, results are easily quantifiable.
There is a never-ending list of problems to be solved and issues to
tackle. It is easy to wallow in details and day-to-day fires, and mean-
while stray from (or never get around to formulating) a strategic per-
spective. But if you do not know where you are heading, you will not
know if you are on track. You will not be able to anticipate emerging
information needs or proactively optimize performance.

The most eftective BICC implementations balance the tactical needs
of today with a strategy and vision for the future. That is why, in addi-
tion to managing and supporting BI initiatives, the BICC should be
tasked with defining overall BI strategy. The BICC has a unique vantage
point to make recommendations and offer new insights for considera-
tion. It may also be a sounding board for innovative ventures where it is
easy to mitigate risk and learn from experience.
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CHAPTER I 2

cundine Evolut

INGENIOUS WAYS TO PAY YOUR WAY UP THE LEVELS

Does the strategic evolution described in this book sound like a
budget-burdening overhaul? Actually, it is not. For one, your evolution
will capitalize on (and extend the value of) systems and data you already
have in place. And once the innovation process begins, it tends to build
on itself. Continuous innovation provides the stimulus that leads to new
products, markets, and revenue streams. New revenue streams lead to
new fans, who offer up new funds.

Even Christopher Columbus was turned down by the crowns of Italy
and Portugal before the King and Queen of Spain eventually agreed to
finance his expedition. Even then, it took years of pleading to secure the
necessary financial backing, ships, and crew. But once exploration began
to pay back with discoveries and riches, funds were readily available for
more trips, better ships and navigation systems, and colonization.

Similarly, the typical organization is really only challenged to find
kick-off funds for an Information Evolution. The process delivers gen-
uine improvements in business performance, so evolution becomes
essentially self-sustaining. The question then is not whether you will get
payback, but how to get credit for it.

Besides, the real cost would be the price of inactivity.

Incomplete, inefticiently generated intelligence costs the enterprise
far more—not only in missed revenue opportunities, but in cash outlays
wasted on niche software products and incompatible applications that
are hugely expensive to integrate and maintain yet still cannot provide
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one consistent version of the truth and that leave decision makers
doubtful of their output.

According to a November 2002 IDC study, IT projects to implement
business analytics—an essential component of the evolution to Level 3
and beyond—deliver a median five-year return on investment (ROI) of
112 percent, with a mean payback of 1.6 years." Of the organizations in
the study, two-thirds recouped their investment in two years or less.

“That’s fine and well,” you say, “in a statistical sample. But I don’t
work for a statistical sample; I work for a company where I have trouble
getting budget just to add much-needed staff or upgrade basic infra-
structure. You think I should be able to redefine the information deliv-
ery model for the entire company? What, you think I've got a color
printer that shoots out dollar bills?”

We wish, but you do have areas throughout the organization where
evolution can be funded through new efticiencies and repaid through new
advantages. With a little creative thinking, you will see inventive ways
to find the money for evolutionary initiatives, even in the most budget-
conscious organization. Put yourself in the role of an internal entrepre-
neur, and you can rustle up “venture capital” in a variety of ways.

For example, your organization can:

*  Reduce hardware costs by extending the useful life of the hardware
you have and deferring new investments as long as possible.

* Reduce software costs by optimizing the value of IT projects and
streamlining the overall portfolio.

» Capitalize data resources as corporate assets, so investments in infor-
mation evolution immediately boost the company’s valuation.

*  Titrn mature products into cash cows, finding products on which good
money is being spent for little or no gain.

Let us take a look at some of these nontraditional funding sources.

REDUCE HARDWARE COSTS
WITH GRID COMPUTING

British historian and author C. Northcote Parkinson theorized that
work expands to fill the time available. Modern-day organizations are
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bound by the IT version of that maxim: Data expands to fill the storage
capacity available.

Consider that, in 1985, a top-of-the-line PC contained about one-
eighth of the storage capacity that you will find on today’s digital cam-
era memory chip, about the size of a stick of Dentyne. In only two
decades—a mere blip in humanity’s timeline—PC hard drives have
expanded from 10 megabytes to 500 gigabytes and beyond.

True to Parkinson’s Law, new applications and databases are gobbling
up that capacity about as quickly as it is put on the table. That means IT
organizations spend most of their time just trying to keep pace, rather
than questing for the nirvana of a new evolutionary level.

What if we could take oft some of this pressure ... dial back
Parkinson’s Law, if even for a little while? By forestalling the need for
new hardware, could we not free up the funds that had been earmarked
for that purpose?

In most organizations, the I'T group buys a new server for each proj-
ect, so each project has its own dedicated hardware. There are some
administrative and security niceties to this arrangement, but much of this
hardware ends up being underutilized. Some servers could easily support
two workloads—be transformed from a rambling single-family residence
to an efficient duplex, if you will. And all of them could potentially earn
a better keep by occasionally being offered as time-share condos.

That would be grid computing—a method of harnessing the power
of many networked computers to collaboratively process huge jobs.
Grid computing taps the unused processor capacity of hundreds, some-
times even thousands, of computers. If you run jobs that involve huge
data volumes and many processing cycles, grid computing will get you
faster results at lower cost. The improvements are dramatic:

* A pharmaceutical company took 50 retired laptops, organized
them into a shared processing grid, and used that grid to reduce a
26-hour processing job to two hours.

* A U.S. Government research organization used grid computing to
analyze microarray data that would reveal the effects of toxic com-
pounds on 1,700 genes in rats. The job would have required 448
hours—almost 19 days—for a single node in their computer clus-
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ter. By distributing the job among 32 nodes in a grid, the job ran
in less than 15 hours.

* A U.S. university used grid computing to test a new methodology
for analyzing stock portfolios. The project was projected to
require 500 days of continuous computing time on a dedicated
machine. With grid computing, the job was done in 14 days.

Grid computing is not a new concept, but it has gained new interest
lately, for two prime reasons:

1. It expands the realm of possibility. In several industries—such as
manufacturing, finance, life sciences, and government—com-
puting problems can involve huge volumes of data and repetitive
computations, more than existing servers can handle. Now
highly complex business intelligence (BI) projects that were not
possible before are doable.

2. It can forestall the need to add processing horsepower. Linking
existing servers in a grid is much cheaper than buying new, larger
server platforms.

Both ways, your organization saves money. What you do with that
freed-up funding is up to you.

REDUCE SOFTWARE COSTS THROUGH
IT PORTFOLIO MANAGEMENT

Time was, you could ask for money for a software project, and the
response would be something like “We’re not sure what you do, but it
sounds good, so we’ll give you a heap of money.” Those days are over.
Now, when you go back to get more money, you are likely to hear “We
don’t really understand what you do, we’re haven’t forgotten the cou-
ple of boondoggles that came out of your division, and therefore we
don’t want to give you more money.”

Today’s budget begging requires a well-substantiated business case.
And you would better be prepared to be more efficient with what you
have. For both purposes, you can capitalize on IT portfolio management.

Consider your financial portfolio: stocks, bonds, and other assets. If
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you want to wring the most value from that portfolio (and surely you
do), you will routinely assess the risk and returns on each investment,
and adjust the mix to align with your strategic goals.

Now apply the same principle to your company’s portfolio of soft-
ware projects. You can regularly review IT projects and fine-tune the
mix—nurture some projects and pull the plug on others. Through port-
folio management, you can avoid duplication of eftort, ensure align-
ment with corporate goals, and optimize overall value. Any funds that
are freed from this process can then be redirected toward projects that
drive information evolution.

The opportunity could be big. A 2003 report by AMR Research
contends that as many as 75 percent of IT organizations have limited
oversight over their project portfolios and use ad hoc planning processes.”
They may know how much they are spending on applications but not
necessarily where. Is too much being spent on support and maintenance
and too little on value-added development? Is too much being spent on
operational/transactional applications and too little on business intelli-
gence applications that help you make sense of all that data?

Lack of “visibility” enables odd things to happen. Squeaky managers
drive pet projects. Ill-conceived projects squeeze out good projects. The
company pays for licenses on seats that are not used and underused soft-
ware that should be decommissioned. There are no clear answers to
fundamental questions, such as “Should the company extend an exist-
ing application or migrate to a new one? Outsource application hosting
or maintenance, or not?”

A rigorous IT portfolio management program answers these ques-
tions in a way that also demonstrates the value of I'T to management, in
credible terms. For instance, scorecarding can provide an objective
framework for assessing the relative value of I'T projects on many attrib-
utes, such as: number of people affected by the project, project quality
relative to specification, adherence to schedule, and alignment with cor-
porate strategic objectives.

Stacking up these attributes, a picture will emerge whereby some proj-
ects will be stronger than others—not necessarily in hard dollar figures
but in value, however you choose to define it. Portfolio management is,
after all, more about relative measures than absolute targets. However,
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comparative assessment is just what you need, to identify redundant proj-
ects, promote only the promising ones, and drop the losers.

All three benefits put pennies back in the piggy bank. Eric Austvold,
a research director at AMR Research, says companies that do portfolio

management report saving 2 to 5 percent a year.” Anecdotally, CIOs

have reported savings of up to 20 percent in application expenditures,

including a 40 percent reduction in maintenance costs.

REDUCE SOFTWARE COSTS BY
STREAMLINING THE IT PORTFOLIO

A conventional strategy for information evolution involves piecing

together technologies from difterent vendors. For example, an enter-

prise might cherry-pick products from a trade journal’s annual awards

for favorite software packages, tools, and platforms.

Each product may carry the tantalizing label of “best of breed,” but
the collective result might just be a mutt. With this type of approach,
you could potentially end up with a dozen or more vendors to supply

all the components of the total solution, including:

Intelligence. Query and reporting; analysis tools, including click-
stream analysis tools; data mining and predictive analysis tools;
analytic servers; data visualization tools; packaged analytic applica-
tion suites; and business performance management applications

Integration. Data movement and transformation tools, information
retrieval and categorization, application servers, enterprise portal
applications and platforms, enterprise integration middleware to
glue it all together

Infrastructure. Database servers, operating servers, specialized data
management, data storage, enterprise resource planning (ERP)
application suites, systems integration/consulting, application
development tools, design and modeling tools, and distributed
systems management

Collaborative commerce. Customer intelligence, interaction manage-
ment and relationship management applications, business integra-
tion middleware, and supply chain management solutions
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Even though the individual components might each be prime
choices, a highly diversified, multivendor strategy is a maintenance and
integration nightmare. Integrating all those cherry-picked products is a
time-consuming and non-value-adding activity. Furthermore, the
whole platform is at the mercy of the weakest link. If one supplier
scales back research and development, gets acquired or merges—or
goes out of business—it affects the entire intelligence value chain, the
organization’s competitiveness, and the bottom line.

For that reason—and to control spiraling costs—many companies are
seeking to consolidate around one or two strategic vendors. With every
vendor you add to the equation, you add an element of uncertainty and
integration complexity—a potential “weakest link” that could break
the chain, should that vendor change directions or disappear.

PAY AS YOU GO, BY USING AN
APPLICATION SERVICE PROVIDER

A growing number of enterprises, especially midtier companies with
annual revenues between $200 million and $5 billion, are discovering
the advantages of outsourcing the business intelligence component
of their evolution. These companies want to spend their energies on
their core business, not on the care and feeding of IT resources. A
pay-as-you-go model—which does not require a large upfront in-
vestment in application software—can jump-start the information
evolution.

Here is where application service providers (ASPs) come in. ASPs host
applications on their servers and basically rent secure access to the appli-
cation on a monthly or annual basis. This process, known as application
hosting, brings state-of-the-art applications to companies that would
otherwise not be able to cost-justify them—or that simply do not want
such noncore functions in-house.

With ASPs, there is no need to hire skilled workers to develop, deploy,
and support the highly specialized applications on-site. No concerns
about system integration, troubleshooting, or maintenance. No con-
cerns about the long-term implications of technology choices, invest-
ment risk, or technology obsolescence. Because system implementation
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and integration issues have already been addressed, ASPs can deliver
“time to solution” within weeks, not months or years.

A monthly bill, a service-level monitor, a quick exit strategy . . .
what’s not to like? Some early adopters reported that they got far more
out of the deals than they ever expected.

There are some caveats. The relatively new ASP market has had its
growth pains, but it is evolving into a more mature market in which a
choice of providers are offering e-business intelligence as a hosted appli-
cation. When choosing an ASP, look closely at five key indicators:
longevity, analytics, security, assurances, and support.

Longevity

The ASP market has witnessed something of a shakeout a few years ago,
as a number of underfunded newcomers merged or folded. To the casual
observer, this trend might have suggested a flaw in the ASP concept, but
a closer look reveals a general lack of funding, customers, and solid busi-
ness case among those newcomers who had hoped to ride the dot-com
boom. The result of the ASP shakeout is a stronger industry in which the
remaining players are a generally more stable breed. Nonetheless, stabil-
ity remains a factor to consider when choosing an ASP.

Analytics

Naturally, the ASP should provide a full portfolio of basic reports that
provide insight into current activity levels. However, you can get
greater strategic advantage from ASPs through these added services:

*  Strategy reporting provides clear focus on emerging opportunities.
* Data mining provides insight into important data patterns.

* Personalization provides segmentation capability for targeting
activities such as e-mail campaigns and test marketing.

*  Demand forecasting helps you anticipate upcoming needs, such as
product inventory, stafting, and distribution.

*  Data warehouse services organize and feed back relevant information
from the database, so your internal analysts can perform their own
ad hoc analysis.
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Security

ASPs must be able to maintain the integrity and confidentiality of the
data received from your organization and the reports delivered in
return. Accept nothing less than multilevel security measures applied at
the hosting facility, network, system, user, and application levels.

Service Assurance

If you are entrusting mission-critical functions to an ASP, you should
expect only the most robust computing environment for 99 percent
uptime or greater. In fact, a good service-level agreement (SLA) is the
primary feature I'T managers said they look for in an ASP, according to
IDC Research. This SLA should spell out performance expectations for
disaster recovery, help desk availability, problem response time, applica-
tion availability, timing of deliverables, and penalties for failing to meet
performance standards.

Support

For any ongoing service, support is critical. The lowest-cost bidder
might not be the lowest-cost provider, when you factor in the hidden
costs of downtime, frustrated users, or inability to glean maximum
advantage from your data and reports. With those issues in mind, look
for an ASP that offers knowledgeable, available technical support.

If you choose an ASP that meets these qualifications, you have a fast-
forward button on the evolution process—without all the up-front cost
of a major software project.

TURN MATURE PRODUCTS
INTO CASH COWS

The life cycle of most products follows a remarkably predictable path.
First, there is an introductory phase, where the gleaming innovation is
introduced to the market. Costs are high, both to develop and to pro-
mote the product, and sales are practically nil. This is a stage of hope
and promises not yet fulfilled.

Next comes a growth phase, marked by rapid market expansion and
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increasing profitability. If the company had the proverbial “early mover”
advantage, it may gain market leadership and handsome profits. For a
while.

Then, no matter how meritorious the product, it will reach a stage of
maturity. Market growth slows and profits level out. Even the most slow-
moving competitors will have matched your offering, perhaps at a lower
cost. For a pharmaceutical company, for instance, patent expiration
at this stage has invited competitors into the market with economy-
priced generics. During the maturity stage, the company struggles to
maintain market share and counts on repeat purchases for much of its
sales volume.

Ultimately, the product moves into a state of decline. Sales and prof-
its diminish, but there is no need to withdraw the product yet. Expenses
are low, revenues are still coming in, and some competitors have exited
the market. This is not an exciting time, but neither is it risky.

This product life cycle is almost as predictable as the moon cycles. Yet
many companies act as if an infusion of funds can forestall the inevitable.
They keep throwing money at products that are in maturity or decline.
If they withdrew that money, the product would sell at about the same
average rate, but more profitably.

Sound familiar? If your organization is doing this—trying to pump
up aging products with dollars that do not make sense—there is some
budget money that is not providing much payback. You can probably
propose some more advantageous use for those funds.

CAPITALIZE YOUR INFORMATION ASSETS

The Financial Accounting Standards Board (FASB) Concept Statement
No. 6 defines assets as “probable future economic benefits obtained or
controlled by a particular entity as a result of past transactions or
events.” In other words, an asset is something that will have value in
future accounting periods.

“The data warehouse (if it is any good) certainly fits into that defini-
tion,” wrote data warchousing expert Sid Adelman and Suzan Dennis
in DM Review magazine." “Companies capitalize their enterprise
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resource planning (ERP) systems, and the guys with the green eye-
shades don’t object. Why not do the same for the data warehouse?
Because the DW [data warehouse| provides value in future periods, it
represents an intangible asset that should be capitalized on a company’s
balance sheet along with the tangible assets of cash, accounts receivable,
inventory plant and machinery.”

However, due to a much-criticized quirk in accounting rules, a com-
pany data warehouse—the essential foundation for Level 3—could be
capitalized only at its historical cost, not its fair present value. That is,
unless it had been purchased from a vendor or acquired with the pur-
chase of another company.

This ruling disadvantaged companies that had successfully imple-
mented their own data warehouse. Even if you tally up the costs of
hardware, software, stafting, consultants, support, and training, histori-
cal cost rarely measures up to fair value. Consider that “fair value” can
be defined as any of: the cost of rebuilding the asset roday, the purchase
price of an equivalent data warehouse, or the present value of the cash
stream attributed to the data warehouse. However you slice it, that is
surely a higher figure than historical cost.

An emerging FASB standard will reconcile this disparity and allow
companies to accurately reflect the fair asset value of a data ware-
house—whether it was acquired or internally developed. Furthermore,
the International Accounting Standards’ (IAS) Standard No. 39 already
requires companies to book the data warehouse at fair value. Since IAS
standards are being incorporated into FASB standards, accounting
incentives will flow to companies that successfully create and maintain
their own data assets, not just to those who acquire them.

This is a hopeful trend for organizations that are evolving their infor-
mation management strategies, for several reasons. Since you are not
only invited, but in many cases required, to capitalize data warehouse
assets, corporations are now much more likely to commit the resources
and management support that ensure success. Better yet, companies do
not have to absorb development expenses in the current period; they
can amortize the value of the data warehouse across future periods.

According to Sid Adelman and Suzan Dennis, “The idea of capital-
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izing the DW should appeal to the CIO who wants to be able to get the
budget needed for the DW projects and infrastructure, to the CFO who
wants to fairly represent the corporation’s expenses, profits and assets,
and to the CEO who wants the company’s stock price to include value
that could otherwise be underestimated.”

This accounting rule provides a boost to evolution efforts. You do
not have to wait for the trickle-down effects of better, information-
based insights; evolution can trigger an immediate jump in the com-
pany’s valuation.

CALCULATING THE COST: EVOLUTION
OR STATUS QUO

Remember all those cruel Business Realities from Chapter 1—the
shrinking business cycles, volatile markets, global competition, trotting
donkeys, and the rest? Those inescapable realities really are at the core
of all this talk of evolution.

These Business Realities are ratcheting up the expectations and mak-
ing it more critical to manage and exploit information more effectively.
Sustainable growth is no longer a bonus; it is a baseline expectation, and
it requires deep business intelligence. Old ways of managing informa-
tion may have worked in the past, but they are already constraining
some organizations—and dooming others.

Would you want to be the company that launched the personal com-
puter—whose name was synonymous with the product as it revolution-
ized the workspace . . . only to hand-deliver the market to Dell? Do you
want to be the company that launched the mobile phone . . . only to be
scooped by Nokia? Do you want to be the giant that practically invented
big-box retailing, only to become a has-been to Wal-Mart and Target?

These cases exemplify the coldest reality. No matter how big you are,
how original your product, or how much early-mover advantage you
had, you can lose your footing. Now that business processes are accel-
erating at Web speed, you can lose it faster than ever.

So rustle up some money and kick-start that evolution! It might take
a bit of entrepreneurial thinking and detective effort to uncover the
funds for it, but the cost of inaction is far greater.
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Closing Thoughts

The economic Ice Age of the last few years left many organizations
extinct and forced more than a few to painfully evolve.

The stakes have changed, in hungry markets and volatile feeding
grounds. Today’s innovation quickly becomes tomorrow’s generic com-
modity. Today’s competitive inroad can become tomorrow’s deregulated
free-for-all. Today’s technology investment can become a stranded or
underutilized orphan, custom-made for specific needs in an I'T environ-
ment where nothing stays the same very long.

Two decades ago, when the mainframe monarchy dissolved into
a desktop democracy, your organization’s information management
strategies evolved with it. Processing power, storage capacity, decision-
making information, and specialized tools were distributed to users who
sought autonomy. Ten years later, the pendulum started to swing back, as
intranets and the Internet reconnected those PC renegades into a net-
worked community that prized information-sharing.

The Seven Business Realities of this new millennium require yet
another evolution.

Organizations are pressured to provide the centralized intelligence
that was the unrealized mainframe ideal—plus the self-directed analysis
and rapid decision making that flourished under the PC ideal. These
requirements call for a new model.

The new model is one that melds specialized business intelligence
projects and tools into a cohesive enterprise-wide (and beyond)
foundation . . . transforms disparate data into a unified company-wide
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base of knowledge . .. empowers business users to create their own
actionable, strategic intelligence . . . and exploits information from across
the organization, the industry, and the world to spawn innovations that
lead to continuous growth.

If Level 1 or Level 2 in this Information Evolution Model—Operate or
Consolidate—looked familiar, you have lots of company. Some 70 per-
cent of public and private organizations have not reached Level 3 yet.
They are grappling with basic issues, such as finding where information
resides, determining if it is even accurate, and then getting disparate sys-
tems to talk to each other. Only the more progressive organizations are
operating with an enterprise-wide perspective; fewer still are exploiting
that perspective to truly optimize their performance or generate con-
tinuous innovation.

The leap to Level 3—Integrate—represents the first big paradigm shift.
At this level, information management evolves from an inward support
tocus—centered around individuals and departments—to a cooperative
and strategic focus—enhancing the organization’s ability to create value
and profitability. However, the company that reaches Level 3 will
quickly see previously hidden disconnects and inefficiencies, and realize
the advantages to be gained from reaching Level 4.

Level 4—Optimize—produces the biggest payoffs for all the evolution-
ary levels that preceded it, such as significant improvements in efficiency,
cost, product development cycles, customer acquisition and retention,
product/service quality, and market penetration. Level 5—Innovate—is an
idealistic vision today, but it may well be the leadership mode of the near
future.

Wherever it is on the evolutionary continuum, your organization
probably already has the data it needs to become a Level 3 or Level 4
entity. It 1s hidden in transactional and operational systems around the
company. The infrastructure and processes are available today to draw on
all these diverse data sources and apply sophisticated predictive analytics
to optimize market alignment—that is, to operate solidly at Level 4.
Coupled with creative people and a collaborative culture, today’s pools
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of sundry data can be transformed into meaningful business insights that
transcend departments, functions, and technology silos.

It is not that big a leap to get there. The right evolutionary path will
extend the value of your existing infrastructure and add a layer of end-
to-end intelligence to support upper-level processes and culture. If this
Level 4 infrastructure also has user-friendly interfaces designed for your
diverse users’ needs, you will win over the Human Capital dimension
as well.

The evolution options are available now, and the path is yours to
choose. You can plan to evolve from Level 1 or Level 2 into a Level 3
organization—or proceed onward to Level 4, with a planned migration
to elements of Level 5. The choice is yours, but it must be a conscious
choice. If you do not choose to plan and manage your own information
evolution, you risk being driven to it by competitive pressures that pro-
duce reactive fixes.

Enterprises with a proactive information management strategy can
keep a strategic edge over reactive competitors. With this Information
Evolution Model as a guide, you can assess where your organization is
in this evolutionary continuum and plan a systematic evolution path—
before the competition does.






APPENDIX

Information Evolution
Assessment Worksheet

The Information Evolution Assessment process is described in
Chapter 10. The process was initially designed to evaluate how informa-
tion is used throughout your organization, and to guide evolution to a
more productive and profitable level of information management. The
ideal is to chart a systematic path to sustainable growth and innovation,
thanks to optimized, strategic use of enterprise-wide intelligence.

This assessment process can be a significant endeavor, absorbing two
to three weeks of full-time attention from multiple staft members. You
might consider the advantages, both in terms of workload and objectiv-
ity, of having an external consultant perform this assessment for you.
Alternatively, you could delegate the project to an internal business intel-
ligence center of excellence, also known as a Business Intelligence Com-
petency Center. Many organizations are recognizing the value of a
Business Intelligence Competency Center that is tasked with enhancing
the quality, value, and utility of business intelligence in the organization.
For more information about Business Intelligence Competency Centers,
see Chapter 11.

To use this appendix, answer the questions related to each dimension
of the Information Evolution Model. There is no particular order to the
listing of each dimension and its questions; you can begin with any of
them. Your answers will help identify strengths and weaknesses that you
can capitalize on or improve as you move toward higher levels of the
Information Evolution Model.
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INTERVIEW QUESTIONS FOR THE
INFRASTRUCTURE DIMENSION

The hardware, software, and networking tools and technologies that
create, manage, store, disseminate, and apply information.
Use of Business Intelligence (BI) and Analytical Tools

1. Are you using BI or analytical capabilities? How, and to what
extent?

2. What tools do you use to analyze company information?

3. Is business information organized into one repository, or is each
department separate?

4. Are you able to monitor the performance of the entire enter-
prise?

5. Do you have applications to track these enterprise functions:

Individual products

Customer profitability

Customer satisfaction

Supplier information

Marketing campaigns

Employee productivity

(I N Iy Ny Ny

Supply chain
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Information Technology (IT) Architecture

1. What is your IT architecture for capturing and using business
and technical metadata?

2. Do you have a data warehouse?

3. Does the data warehouse span the enterprise?

4. Do you use an off-the-shelf tool for data extract/transform/load
(ETL) processes?

5. Who are your BI software vendors, and what departments use
their applications?

Infrastructure to Support “One Version of the Truth”

1. Does the company have data marts and data warehouses from
which users can access information?

2. If yes, is the data in these source system(s) extracted and trans-
formed on a consistent basis?
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3. Is there inconsistency between data stores across departments? __

4. Are separate data platforms used, or are they integrated into a
common, company-wide platform?

5. Is the data warehouse integrated with external parties, such as
suppliers, customers, or partners?

6. How close to real time is the information in the company’s data
warehouse(s)?

7. To what extent are advanced analytics used in the organization?

8. Is tacit knowledge captured at the enterprise level to enable fur-
ther learning?

Integration of Disparate Data Sources

1. Do you have an automated system for integrating data from dif-
ferent sources, or is your system for compiling data manual/ad
hoc?
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2. Is enterprise data immediately available to any department that
needs it?

Maturity of the Intelligence Architecture

1. How consistent are data definitions a across the enterprise?

2. Are tools selected at the individual, department, or enterprise
level?

3. Are data standards and definitions set at the individual, depart-
ment, or enterprise level?

4. Are there initiatives in place to ensure quality in adherence to
these standards and definitions?

5. Is storage managed at the individual, departmental, or enterprise
level?

6. How sophisticated is the manner in which you deliver informa-
tion to users?
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7. Is information often packaged in a value-added format, such as a

scorecard?

8. Are there any feedback loops to improve operational systems? __

9. Do partners, suppliers, and customers have an interactive role in

your information architecture?

INTERVIEW QUESTIONS FOR THE
KNOWLEDGE PROCESS DIMENSION

Policies, best practices, standards, and governance that define how
information is generated, validated, and used . . . how it is tied to per-
formance metrics and reward systems . . . and how the company sup-
ports its commitment to strategic use of information.

Processes Pertaining to Corporate Metrics

1. How do you monitor the overall financial health of the com-

pany?

2. Do you have a corporate performance management system?

a. Who in the organization has access to the information?
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b. What do you see as the key indicators?

c. How often are corporate metrics reported: real-time, daily,
weekly, etc.?

d. Do your indicators allow you to take preemptive actions or
primarily reactive tactics?

e. Do you assess corporate performance using internal metrics

only or external data as well?

Processes to Generate a Corporate View

1.

Do you feel that you have an adequate picture of overall com-
pany information? If not, what, in your opinion, is lacking?

‘What are your primary information sources?

How do you collect and consolidate your information?

What controls are in place to ensure that the data is accurate?
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5. Are you able to produce “one version of the truth” throughout
the whole company, or do various versions surface from different
areas?

Information Processes: Information Retrieval

1. What software tools do you use for reporting and extracting
information?

2. Are these tools selected as an enterprise standard, or do depart-

ments select their preferred tool?

3. Are there enterprise standards for development of reports and
other extracts, or . . .

a. Do difterent departments manage their own development? __

b. Are they done on an ad hoc basis?

4. Are there enterprise standards for the storage of recurring
reports?

5. What role does metadata play in these reports?
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6. Is information from reports pushed to relevant audiences?

7. Do report/extract processes use or deliver information to exter-
nal parties, such as suppliers?

8. To what extent are the current report generation capabilities
used to evaluate new business ideas . . .

a. For incremental improvements to existing lines of business? _

b. For explorations into new lines of business?

9. To what extent do reporting capabilities enable managers to
manage their costs?

10. To what extent do reporting capabilities enable managers to
optimize processes?

Information Processes: Data Transformation

1. How does the company manage ETL processes across the com-
pany?
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a. Are these ETL processes oft-the-shelf, developed in-house, or
a combination of both?

b. Is there an enterprise standard tool for ETL, or can depart-
ments select different tools?

2. What role does metadata play in the organization’s data transfor-
mation processes?

3. How consistent is the definition of data across the company?

a. Do data dictionaries exist? If so, are they at the enterprise or
department level?

b. Are data definitions consistent across difterent operational sys-
tems?

c. Are there data definition standards for external value chain
organizations?

Information Processes: Knowledge Sharing

1. How widely is knowledge (information in context) shared across
the enterprise?
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QO At the individual level

O At the department level

O At the enterprise level

U Including external parties in the value chain

2. How are data access rights maintained, and at what organiza-
tional level are they defined?

Q Individuals control their own data access

U Departments manage access for their own teams

U An enterprise security policy governs data access

U The data access policy includes external parties in the value
chain

3. Are project results and experiences captured to improve future
decisions and results?
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Are the results of decisions tracked so the company can learn
from its experiences?

Does the company have a corporate knowledge base?

a. How widely is it used?

b. How useful do you find it?

Is the corporate knowledge base used as a source of new insights
and opportunities?

Information Processes: Collection and Use of Feedback

1.

Does the company have a program in place to use information to
improve business processes?

At what level of the organization are these improvement initia-
tives targeted?

Do business improvement initiatives apply only to specific
departments or to the enterprise also?
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4. What is the focus of these business improvement initiatives?

U Maximizing efficiency and lowering cost

U Exploring new business opportunities

Data Accuracy

1. How important is data accuracy across the organization?

2. Are there data definitions and standards in place?

3. Are data definitions established at the individual, department, or
enterprise level?

4. Do any of these standards apply to suppliers or other members of
the company’s value chain?

5. Is there a program in place to verify compliance with definitions
and standards?
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6. If'so, is verification done on a preventative or corrective basis? __

7. Are there reconciliation processes to ensure consistency between
operational systems?

8. What part do metadata and business rules play in maintaining
data quality?

9.  What initiatives are in place to improve data quality?

Use of Information for Managing Risk in Decision Making

1. In what manner do you use your business information to mini-
mize or avoid risk?

2. What sort of risks do you try to avoid?

a. Do you try to monitor your competitors?

b. Do you try to manage campaigns, product performance, etc.?

c. Do you monitor employee productivity?
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3. Do you try to optimize the supply chain?

INTERVIEW QUESTIONS FOR THE HUMAN
CAPITAL DIMENSION

“Human capital:” individuals within the company, and the quantifiable
aspects of their capabilities, recruitment, training, and assessment.

Information Skills within the Organization

1. What is the overall level of analytical skill and proficiency in
using BI software?

2. Is the current skill set adequate to meet the information needs of
your company?

3. If not, where are there deficiencies?

U Number of people, which could be solved with increasing

staft?

U Level of expertise, which could be addressed with training? _

4. How are individuals with analytical/BI capabilities aligned in the
company?
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[s there one area or certain people to whom other areas turn for
information?

Do you typically hire people with these skills or develop them
with training programs?

In what other ways do employees gain information skills?

Value of Information Skills

1.

Are employees encouraged and/or rewarded for acquiring infor-
mation skills?

Does the company have information skills training programs? __

a. How routine is the training?

b. What types of employees have access to the training?

Is there a clear path for advancement for workers with these

skills?

Are analytical and software skills a component of employee per-
formance evaluations?
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5. Does the company make overt eftorts to attract and retain peo-
ple with superior information skills?

Definition and Role of Knowledge Workers

1. How does the organization define “knowledge workers”?

2. What is their role, and where are they located in the organization
(front line, management, etc.)?

3. Which people in your organization do you qualify as knowledge
workers?

4. What types of skills do they possess (e.g., technical, “soft” skills)?

5. When hiring experienced knowledge workers, what do you
look for?

6. What training is offered to knowledge workers to improve their
overall use of business intelligence?
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7. If no training programs are in place:
a. Do you see business intelligence as important in driving your
organization forward?

b. Do you see training of knowledge workers as an important
component of that?

c. What are your current skills gaps?

d. What sort of training do you feel is necessary?

Composition of Knowledge Workers within the Business

1. What estimated percentage of employees would be qualified as
knowledge workers?

a. How many have a primary focus on developing and main-
taining information systems?

b. How many are primarily concerned with data assimilation? _

¢. How many of them focus on analyzing business information?

2. What areas of the company are aftected by their work?
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INTERVIEW QUESTIONS FOR
THE CULTURE DIMENSION

Organizational and human influences on information flow—the moral,
social, and behavioral norms of corporate culture (as evidenced by the
attitudes, beliefs, and priorities of its members), related to information
as a long-term strategic asset.

Alignment of the Organization with Strategic Direction

1. Are individual goals set to support corporate goals?

2. Is this done consistently across the organization?

3. Is remuneration tied to individual, enterprise, or team perfor-
mance?

4. Are high performance and/or seniority rewarded with shares in
the company?

5. How do you monitor employee awareness of corporate goals?

6. Do you conduct communication programs to ensure that people
in the company understand strategic direction and the role they
play in it?
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Interdepartmental Cooperation and Information Sharing

1. Is information viewed as proprietary in any departments within
your company?

2. What measures do you take to ensure cooperation between
departments?

3. Do you encourage cross-departmental projects?

4. Are there cross-functional teams at work in your company? How
effective are they?

5. How do the difterent departments share information?

a. What sort of information do they share?

b. Is this done as a practice or on a request basis?

6. What metrics are in place to track interdepartmental information
sharing and cooperation?
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Business Information as the Basis for Decisions

1. What types of decisions do you have to make on a regular basis?

2. How do you make those decisions?

3.  How important is business information (reporting) in the decision-
making process?

4. What is the relative importance of intuition, experience, and
available business information?

5. If an urgent and unexpected necessity for a decision arises, can
you get reliable information to support the decision-making
process? How quickly would you be able to get it?

Evidence of Continuous Business Improvement

1. How do you monitor improvement in your business?

a. At what levels (departmental, by product, by lines of business,
total enterprise)?

b. Is your monitoring continuous?
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2. What are your key performance indicators (KPIs)?

3. Is your monitoring system integrated with partners, customers,
and suppliers? In what way?

Acceptance and Response to Change

1. How flexible is the organization?

2. Have you implemented a change management program in recent
years?

a. What was the nature of the change?

b. How successful was the change management program?

3. How flexible are the individuals working in the company?

a. Are people open to changing their roles and responsibilities?

b. Have you seen evidence of this?
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c. Are people willing to support a change in company strategy?

d. How do you gauge this willingness?

Attitude toward Information Quality

1. Does the company place strategic value on data quality?

2. Do you trust the information in reports?

3. What are the issues aftecting data quality?

4. Do you use feedback from information systems to improve oper-
ational systems?

a. In what ways?

b. Would you say we have a continuous quality loop?

5. What mechanisms are in place to ensure that information is
accurate and reliable?
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6. What individuals are responsible for ensuring information qual-

ity?

Value of Business Information

1. What value does the company place on business information? __

2. How is it viewed and used across the organization?

Leadership Style and Decision Making in the Company

1. How would you describe the general leadership style across the
organization?

2. Does this differ by business unit or department?

3. Is there more than one person who is seen as a figure of overall
authority?

a. How would you define his or her personality?

b. How accessible is that person/people?
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4. How common is delegation of authority?

a. How far down does delegation happen?

b. At what level is an employee given responsibility for business
outcomes?

5. How would you describe the company’s decision-making process?

6. What sort of approach is taken when . . .
a. There i1s a crisis to be solved?

b. A strategic decision needs to be taken?

Thinking Outside the Box

1. Are individuals empowered to initiate and affect change? In what

ways?

2. Are employees encouraged to be creative in decision making?
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3. How often would you say that new ideas are put into action at
the company?

a. Where do new ideas generally come from?

b. Do new ideas need support of top management to be uti-
lized?

c. Are creative solutions encouraged? At what levels in the com-
pany?

View of Information Technology (IT)/
Information Systems (IS) Functions

1. How important is the I'T/IS function in your company?

2. Does IT play a key role in operational decisions? Strategic deci-
sions?

3. How do you make budget decisions for I'T/IS?

4. If a department or individual requires new or additional IT/IS
services . . .
a. What is the process that must be gone through to arrange it?
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b. How quickly does this happen?

c. What are the rules governing this?

Use of Business Information

1. What percentage of company insiders actually uses the results of

business analyses?

2. What priority is placed on reports?

3. How often do managers receive reports?

4. What is your system for disseminating information?

5. Do external parties, such as suppliers and distributors, receive
any reports?

Relationship with Customers

1. How close is the organization to customers?

2. What percentage of people is in front-line positions?
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Do you have customer relationship management (CRM) sys-
tems?

a. What are the goals for these CRM systems?

b. What priority does CRM have in the organization?

How important is customer satisfaction to the organization?

What are the biggest challenges in dealing with customers?

Teamwork and Empowerment

1.

Is teamwork formalized within the organization? In what man-

ner, and in what subgroups?

Do you find teamwork eftective? Why or why not?

What is the nature of your teamwork?

Are individuals empowered to initiate and effect change?
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at level 1 (operations), 30
at level 2 (consolidation), 33
at level 3 (integration), 37-38
at level 4 (optimization), 42
at level 5 (innovation), 45

N

Networking. See Infrastructure
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@)
One version of truth, assessing, 119,
161-162
Openness vs. security, 111
Operational level (Information
Evolution Model), xxiv, 12,
14-16, 29-31
advancing from, 77-83
benefits and problems, 24
core metrics, 64
corporate attributes, 66
limitations of, 16, 31
Operational optimization, limits
on, 3
Optimization level (Information
Evolution Model), xxiv,
20-21, 39-43
achieving from integration level,
99-107
advancing to innovation level,
109-113
benefits and problems, 24,
103-104
core metrics, 65
corporate attributes, 67
limitations of, 21, 43
Optimization, limits of, 3
Organization-level perspective,
18-20. See also Integration
level
Organizational maturity. See Levels
of evolution; Maturity
dimensions

P

Pain points, 72

Pay as you go, 147-149

PC renegades, 30

People. See Human capital
Permanent volatility, 5, 8-9
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Portfolio management (IT),
144-147
Practice communities, 101

Proactive innovation. See Innovation

level
Process-bound organizations, 49
Product life cycle, 149-150
Program champions, 136
Progress landmarks:
transition to level 2 (consolida-
tion), 80
transition to level 3 (integration),
90-92
transition to level 4 (optimiza-
tion), 103
transition to level 5 (innovation),
112-113

Q
Quality of information, attitude on,
129, 181
Quiz (maturity self-assessment),
61-73. See also Company
maturity, assessing
interpreting results, 68—73

R
Realities of business, 2—8
Reassessing information manage-
ment strategy, 2—38
Reducing costs. See Costs
Relationships with customers, 131,
185-186
Renegades, 30
Renewal, constant, 44
Response to change, 42
assessing, 128, 180—181
Rewards:
at level 1 (operations), 31
at level 2 (consolidation), 34

at level 3 (integration), 38
at level 4 (optimization), 42
at level 5 (innovation), 45
Risk management, 111, 124-125,
172-173
Rugged individualism, 31
Rules change, 35

S
Sarbanes-Oxley Act, 67
SEC (Securities and Exchange
Commission), 6
Security concerns, 102, 111, 149
Self-assessment for maturity,
115-132
formal process for, 116—-118
culture questions, 127-131
human capital questions,
125-127
infrastructure questions,
118-121
knowledge process questions,
121-125
quiz for, 61-73
interpreting results, 6873
worksheet for, 159—-186
Selt-managing knowledge workers,
42
Service assurance with ASPs, 149
Sharing of knowledge, assessing,
123, 127, 168-170, 178
Shrinking business cycles, 2
Skills. See also Human capital
assessing, 125-126, 173-175
at level 1 (operations), 30
at level 2 (consolidation), 33
at level 3 (integration), 37
at level 4 (optimization), 42
at level 5 (innovation), 45
SMEs (subject matter experts), 33



Software costs, reducing, 144—147
Standards:
assessing data accuracy, 124,
171-172
departmental, 32
enterprise-wide, 87
Status quo, cost of, 152
Strategic direction, alignment with,
127,177
Streamlining IT portfolio, 146—147
Subject matter experts, 33
Support. See Buy-in
Support, technical, 136, 149
Sustainable growth. See Innovation
level

T
Teamwork, assessing, 131, 186
Technical support, 136, 149
Technology development, 4. See also
Infrastructure
Technology View scenario, 55-57
Tension between dimensions,
47-58
types of, 52-58
Thinking outside the box, assessing,
130, 183-184
Thriving on change, 42
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Time to market, shrinking, 2
Tools, departmental, 32
Trainers, 136
Transitioning between evolutionary
levels, 75—113
level 1 to level 2, 7783
level 2 to level 3, 85-97
level 3 to level 4, 99-107
level 4 to level 5, 109-113
Truth, one version of, 119,
161-162

U

Underachiever scenario, 57—58
Us-versus-them perspective, 16—18,
34. See also Consolidation
level
User access:
at level 1 (operations), 30
at level 2 (consolidation), 32
at level 3 (integration), 36
at level 4 (optimization), 41
at level 5 (innovation), 44

V

Vendor choice, 146147
Vendor contact managers, 136
Volatility, as permanent, 5, 8-9
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