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One company,
Three businesses



Rethinking the Traditional Organization

Source: Hagel & Singer, HBR 1999
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Rethinking the Traditional Organization

Product Customer Infrastructure
Innovation Relatlonship Management
Management

Economics

Culture

Source: Hagel & Singer, HBR 1999
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Operating model



Enterprise Architecture as Strategy

Strategic Strategic Strategic Strateqgic
Initiatives Initiatives Initiatives Initiatives

V Defines strategic lirits

Operating Model

Defines integration
Y standar’dizatiun

Establishes
priorities

Enterprise
Architecture

Learning &
exploitation

Defines core capabilities Evolves archite

V|

Engagement Model

Foundation for execution

m Core Business Processes

m IT Infrastructure

Authors: Jeanne Ross, Peter Weill and David Robertson
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Four Types of Operating Models

Coordination

= Unigue business units with a need
to know each other's transactions

n Examples: Merrill Lynch, Toyata
Motor Marketing Europe, MetLife

= Key |T capability: access to shared
data, through standard technology
interfaces

Unification

» Single business with global process
standards and global data access

n Examples: Delta Air Lines, Dow
Chemical, Pepsi Americas

n HKey |T capability: enterprise systems
reinforcing standard processes and
providing global data access

Diversification

n Independent business units with
different customers and expertise

= Examples: Johnson & lohnson,
Carlson Companies, GE

=n Key IT capability: provide
economies of scale without
limiting independence

Business Process Integration

& 2008 MIT Sioan CISA - Ross

Center for Information Systems Research  source Extoronse Architecture as Stratnpy: G W a fer
A Fuss, P.'Welll, and 0. Roberizon, Harvand Business School Fress, June 20086,

Replication

n [ndependent but similar business
units

» Examples: Marriott, CEMEX, ING
DIRECT

n Key T capability: provide standard
infrastructure and application
companents for global efficiencies

Business Process Standardization

Expcution,

Source: Ross, Weill & Robertson, HBR 2006
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Characteristics of
Four Operating Models

Coordination Unification
= Shared customers, products or suppliers = Customers and suppliers may be local or global
= |mpact on other business unit transactions = Globally integrated business processes often with
= Operationally unigue BusiNess units or support of enterprise systems
functions = Business units with similar or overlapping operations
= = Autonomous business management s Centralized management often applying
= High = Business unit control over business process functional/process/business unit matrices
'&' design = High-level process owners design standardized
et = Shared customer,/supplier/product data process
=T = Consensus processes for designing IT = Centrally mandated databases
E infrastructure services; IT application = IT Pecisions made centrally
[ decsions ane made in business units
—
@ Diversification Replication
3 = Few, if any, shared customers or suppliers = Few, if any, shared customers
o = Independent transactions = Independent ransactions aggregated at a high level
L = Operationally unigue BUSINESS units » Operationally similar business units
o = Autonomous business managemant s Autenomous business unit leaders with limited
3 Low = Business unit control over business process discretion over processes
@O design = Centralized (or federal) control over business process
(= = Few data standards across business units design
T = Most IT decisions made within business = Standardized data definitions but data locally owned
- units, with some aggregation at corporate
m = Centrally mandated IT services
Low High

Business Process Standardization

Source: Ross, Weill & Robertson, HBR 2006
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Enterprise Architecture
domains and responsibilities

Business Information
Business architecture architecture

Application Technology
architecture architecture
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Enterprise Architecture
domains and responsibilities in real life

Business Information
Business architecture architecture
/
IT

Application Technology
architecture architecture
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Potential of Enterprise Architecture

Coordination

= Unigue busine
m.

= Key |T capabi
data, through
interfaces

Unification

» Single business
standards and gl

n Examples: Delta
Chemical, Pepsi

n Key |T capability:
reinforcing stand
providing global

to know each
Diversification
n Independent
different eus
= Examples: Jo BAJ[ IA
Carlson Comp
=» Key T capabi

gconomies of
limiting indep

Business Process Integration

& 2006 MIT Sioan TISR = Ross

Replication

n [ndependent but
units

» Examples: Marric
DIRECT

n Key T capability:
infrastructure an
companents for

Business Process Standardization

Canter for Information Systems Research  source Sxterprise Architecture a5 Stratepye: Gresting a Foundation for Busimess Evecution,
L Huoss, P.Welll, and D. Roberizon, Harvand Business School Fress, June 2006,
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Lesson 1:
Face the facts



What is the Role of IT
in the Organization ?



Role of IT in the Organization

Business: Market Leader
(Risk-Taker, High Growth)

The Butler (35%) The Entrepreneur (64%) |
= Anficipate business needs » Full buziness-IT infegration
= Minimized govemnance » Managed rizk
= 3ervice over cost » Mo distinciion between IT and
= Doean't hinder the business business governance
Expected = What, not how Expected IT Role:
IT Role: Strategic or
Tactical or Utility The Grinder (9%) The Team Player (37%)  Transformational
= |T cost containment = Waorks well with others
= Predictability or reliabiity = |T value over time, not just
= Governance as salf- cost
protection » Business process focus, but
= Continual unit cost solution-driven
improvement = High business alignment

= Benchmarking for justification ‘Z‘l
Business: Market Follower |
(Risk-Averse, Mature) j d

Maote: Maore than one responss was allowsd.
Source: Gartner (December 2007)
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Role of IT in the Organization 2.0

Externally
Focused

Focus

Integrator and
Optimizer

IT as Global Business
Service Provider

Explorer and
Pioneer

IT Is the Business

Internally
Focused

Broker and
Engineer

IT as Engine Room

Enabler and
Conductor

Everyone's IT

Operational ) )
Orientation

Bource: Gartner (March 2013)

Transformational
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IT's Evolving Role in the Enterprise

IT as Cost Center

SuUpply-driven
Technology-centric

Functionally and
technically siloed

Insulated and
monopolistic

Cost-obsessed

Source: Gartner (April 2012)

IT as Engine Room

Demand-driven
Solution-centric

Fredominantly
outsourced

Orchestral and
externally aware

Operationally
obsessed

IT as Global
Service Provider

Capability-drivan

Intermal-customear-
centric

Functionally
process-based

Compeatitive and
engaged

Service-obsessead

IT "Is" the Business

Goal-driven

Extarnal
customer-centric

Business
process-based

Integratad

Market- or
industry-
obsessed
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The CIO's Evolving Role in the Enterprise

IT as Global

IT as Cost Center IT as Engine Room Service Provider IT "Is" the Business
Application purveyar Solution purveyor Capability purveyar Knowledge purveyor
Vendor manager Financial analyst Operational analyst Strategic planner
Project manager Yendor manager Change agent Venture capitalist
Asset manager Megotiator Lobbyist Conceptualist
Problem manager Conductor Recruiter Innovator
Skills manager Leader Economist

Risk manager
FPolitician

Source: Gartner (April 2012)

, Aalto-yliopisto Marco Halén
Perustieteiden 25.11.2015

korkeakoulu 17



Role of IT in innovation and efficiency

T

-

1 LOW TO HIGH NEED FOR RELIABLE INFORMATION TECHNOLOGY »

Factory Mode

¢ If systems fail for a minute or more, there's

animmediate loss of business,

% Decreasa in response time beyond one second

has serious consequeances for both internal and
aternal users,

# Most core business activities are online
e Systems wark is mostly mainténance.

e Systems work provides little strategic

differentiation or dramatic cost reduction.

Support Mode

# Even with repeated service intarmuptions of up

to12 hours, thare are no serious ConsequUences.

# Usar rasponse time can take up to five seconds

with online transactions.

# Internal systems are almost invisible to suppliers

and customers. Therds little nead for extranet
capability,

# Company can quickly revert to manual procedures

fior 8o of value transactions.

F Systems wark 15 mostly maintenance.

! LOW TO HIGH NEED FOR NEW INFORMATION TECHNOLOGY ©

."-II DEFENSIVE OFFENSIVE

Strategic Mode

& If systems fail for a minute or more, there's an

immediate loss of business.

& Decrease in response time bayond one second

has serious consequences for both internal and
external users.

% Mew systems promise major process and service

transformations.

% Mew systems promise major cost reductions.
& Mew systems will close significant cost, service,

af Process perfarmance gap with competitors.

Tumaround Mode

& Mew systems promise major progess and service

transformations.

J Mew systems promise major ¢ost reductions.
# Mew systems will close significant cost, service,

OF process performance gap with competitors.

& IT constitutes more than so% of capital spending.

41T makes up more than 15% of total corporate

X PEnses,

Copmright £ 2008 Harvard Business School Pubd shing Corporation. AT i ghits reserved.

Source: Nolan & McFarlan, HBR 2005
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Lesson 2:
Face the facts



Operating model and Role of IT
define the boundaries for

implementing Enterprise Architecture.

Be realistic, but when possible push
the boundaries.
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Best Practices for
IT Governance



Purpose of IT Governance
by IT Governance Institute

The purpose of IT governance is to direct IT endeavors, to
ensure that IT's performance meets the following objectives:

® For IT to be aligned with the enterprise and realize the promised
benefits

® For IT to enable the enterprise by exploiting opportunities and
maximizing benefits

(@)
® For IT resources to be used responsibly =
® For IT-related risks to be managed appropriately g

=

>

(@]

w
V. Nl e
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5 principles of COBIT 5

1. Meeting
Stakeholder
Needs

5. Separating
Governance
From
Management

2. Covering the
Enterprise
End-to-end

COBIT 5
Principles

o

Qo

e

: 3 ' :

4, Enabling a .Ap_plz.rlng 4 §

Holistic Single S

Approach Integrated =

Framework 3]

>

(@)

4!
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COBIT 5 Priscéss Relerance Model

Processes for Governance of Enterprise IT
Evaluate, Direct and Monitor

EDMO Errre EDMOS Enire

EDIMAR Erstiite [EDMOS Erdue

B Infiery Rirsi, Qi Resour Stauhoider
o o Oebaresaton Trarmparency

Align, Plan and Organise Monitor, Evaluate

and Assess
APOI Manags APOOZ Managn APOGT Wanage
e I:rlhwﬂ Strategy Haman Resowrces
APOOR barage

Build, Acquire and Implement

BAK Hﬁfﬂ 'I'I:E Wariage Changs ?
T e, I
PTWP".muh (Dediraludii - k:ltm..lm. ﬂ1

Ko e Asets

(@)

p -

Q

Deliver, Service and Support _§7

: ©

Processes for Management of Enterprise IT O

>

o

Source: CORIT 5, figurs 16 w
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Principles, policies and frameworks
Processes

. Organizational structures

Culture, ethics and behavior

Information

Services, infrastructure and applications
People, skills and competencies

N o Ok WD~

A’ , Aalto-yliopisto
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7 neccesary practices for
Enterprise Governance of IT

T steering committee

T project steering committee
Portfolio management

T budget control and reporting
CIlO reporting to the CEO/COQO
IT leadership

Project governance/management
methodologies

N o Ok WD~

Source: Van Grembergen & De Haes, 2010
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3 questions for effective Governance

1. What decisions must be made ?
2. Who should make these decisions ?

3. How will we make and monitor these
decisions ?

Source: Ross & Weill, 2004
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Key IT Governance Decisions

1. IT principles

2. |IT architecture

3. IT infrastructure

4. Business application needs

« Fostering creative solutions ot

« Disciplined execution Cf

: c ey : D

5. IT investment and prioritization =

How much to spend ? é

How to allocate IT investment ? 3

How to align investment with strategic needs ? U§)
V. Nl o
korkeakoulu 28



IT-Business alignment
maturity assessment

{Mﬂm
MEASUREMENTS

+IT Metrics

*Business Metrics
+Balanced Metrics
+Service Level Agreements

/;:GHHI.IHICI'I"IGHS

s*Understanding of Business
by IT
*Understanding of IT
by Business
Interiintra organizational

‘Business Strategic Planning
AT Strategic Planning
*Organization Structure

+Budgetary Control

Learning/Education -Benchmarking
*Protocol Rigldity *Formal AssessmentsiReviews :I:al;lnv;‘:hgunl Hi;""ﬂ""'"t
*Knowledge Sharing *Continuous Improvement eering Commites(s)

+Prioritization Process

*Lialson(s) effectivaness

IT BUSINESS ALIGNMENT MATURITY CRITERIA

1T 1r [ s

/ PARTNERSHIP f SCOPE & / SKILLS
ARCHITECTURE -
‘Business Perception of IT Value *Traditional, Enabler/Driver, +Innovation, Entrepreneurship ©
*Role of [T in Strategic Business External *Cultural Locus of Power e
Planning -Standards Articulation *Management Style =
+Shared Goals, Risk, *Architectural Integration: *Change Readiness S
Rewards/Penalties - Functional Organization *Career crossover; -
AT Program Management -Enterprise trainingleducation G.)
*RelationshipiTrust Style dnter enterprise *Social, Political, Trusting ]
*Business Sponsor/Champion -Architectural Transparency, interpersonal Environment e
Agility, Flexibility +Hiring and retaining 8
wamgu Emerging Tech.

n

Marco Halén

25.11.2015
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IS Lite by Gartner

IS Lite Retained Roles

IT leadership

Level 1 Architecture development

Driving Innovation Business enhancement

Technology advancement

wn B ow k=

Vendor management

Level 2:
Delivering Solutions

Level 3:
Managing Services and

Outsourcing Sourcing Relationships 5

c

=

p -

Q]

Q)

- ..

IS Lite g

(&}

S

© 2010 Gartner Inc. All rights reserved 8

wn
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Demand and Supply sides of IT

Typical CIO’s tasks: Typical Chief IT Operating Officer’s
IT strategy as an integral part of ~ 1asks: | |
the business strategy « Service delivery for an agreed portfolio of
services

Busr:rt]ests and information » Providing customer support through a
architecture service desk
Innovation in business processes Meeting SLAs

and exploitation of new
technologies

Business case development and

« Technology architecture
» Disaster recovery
« Maintaining secure environment

approval o » Asset management
* Investment prioritization - Project management
» Portfolio management - Resource management
* Risk management - Budget management and cost o
« IT governance benchmarking §
« IT principles » Supplier management s
« IT financial management and 3
performance management n
A’ , Aalto-yliopisto Marco Halén
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ICT Standard for Management
O ICT

ELSIRESS

ALMGHMMENT

STRATEGY AMND
GOVERNARIE

LU NG
AMD WENMDOR
EELATIONSHRS

Cormpd il on
aridl Wakan
Feipaliar

FRCIECT 3 Py Slaaky padd = Frdlsi fm oy sl
MANSGEMENT F Caninan Cave Dupipameni

TEAVECE . SarwED : Lorkirais] Tanvicn

MAaKAGEMENT Rt Sraragy e
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Lesson 3:
Build a solid foundation
for overall IT Governance



Establish the value of
Enterprise Architecture



1. Holistic view of enterprise, where does our
competitive advantage come from ?

2. How can we make the transformation needed ?

3. Long term agility allowing even short term changes
to be made quickly (time-to-market), cost
effectively and with lower risk

4. Bring simplicity into complexity
5. Build once, use many times. Use all means (e.g.
cost allocation) to enforce desired behavior

6. Get more value out of the money spent

A’ , Aalto-yliopisto



Value from IT investments has a limit but
Enterprise Architecture can shift the curve

Profitability Versus [T Intens ity

45
+ -+
40
*
34
301 "I UseEAlo Apex of Curve
£ increase profit Indicates Cptirmum
= i - Spending
& and shift curve
8 5
= 20 i Qo
20 4
15 - ﬁ‘ =& -
=R Q
3 ~
i o) o
53 £
5 _ S
IT Spending as Percen Bge # Financial Services Profitahility Q)
of Met Revvenle )
I:I T T T T T T 8
1.0 1.2 1.4 1.6 1.8 2.0 2.2 24 8
IT Intensity ()]
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Experiences
from real life



Business Driven Development

BUSINESS /
@@ | | 4/,% i
v ((\0
‘ ARCHITECTURE ‘ L PROJECTS ‘

EVOLVES

Source:OP-Pohjola, 2009
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Turning the rotation

BUSINESS ‘

FOCUS ON:

1) Communication and education
2) To-be architecture

3) Portfolio management

4) Existing processes ja solutions

Source:OP-Pohjola, 2009

‘ ENTERPRISE ARCHITECTURE PROJECTS ‘
A” Perustieteiden e
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Enforce Business development process

Paatos idean Kehitysehdotuksen Kehitysehdotuksen  Jatkamispaatos Kayttoonotto- Markkinoille Hyotyjen

eteenpdin viemiseksi jatkojalostuspaatds toteutuspadtis (tarvittaessa) paatos lanseerauspaatis toteutumisen arviointi

V1 Idean kiteyt- Vz Kehitysehdotuksen V3 Kehitysehdotuksen | v 4 Pilotointi ja V Markkinoille
taminen kehi- tasmentaminen toteutus ja kayttoonoton Kiyttoonotto | lanseeraus ja
tysehdotukseksi ja analysointi suunnittelu : : hyotyjen
- e by : arviointi
Liiketoiminnan kehittaminen ; ;
Liiketoiminnan Liiketoiminnan Kayttoonoton ja hyddyn- : Liiketoimin- | Lanseeraus
idean tavoite- tamisen suunnittelu | nallisen |
tarkentaminen maarittely Liiketoiminnan tavoitteiden kelpoisuuden | Hyotyjen
tarkergé\minen varmistaminen toteutumisen
f-h\' { \ | p | arviointi o
J ' j é £ | é
Vaatimusten tarkennus \\4-/ : >
ja ratkaisun valinta f : «©
ICT-konsultointi Tietojdrjestelman Mairittely g Pilotointi . Tietojirjestelman _g-
sl vaatimus- Suunnittelu, - Tietojarjestelman ' kdyton tehostettu (e}
|CT-kE|'IIttal'I'IITIET-lI madrittely toteutus ja testaus  kayttdonotto seuranta o
I : s o
Q
i Hankkeen organisointi ja suunnittelu O]
Hankehallinta 4 ! Hankkeen seuranta ja ohjaus o
Hankkeen paittaminen 8
w
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Use Capabilities instead of Processes

Strategic Strategic Strategic Strateqgic
Initiatives Initiatives Initiatives Initiatives

V Defines strategic lirits

Operating Model

Defines integration
Y standar’dizatiun

Establishes
priorities

Enterprise
Architecture

Defines core capabilities

ngdo EI

Learning &
exploitation

) Evolves archite

Foundation for execution

m Core Business Processes

m IT Infrastructure

Authors: Jeanne Ross, Peter Weill and David Robertson
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Example: Capabilities for a Bank

Sell and Service Products Develop Marketing Strategy Manage Risk
Support ger;:b;p Market C?lps?:nleer Develop Manage Define
Campaigns Strategy Products Intelligence Risk Models Reputation Risk Strategy
- ; Operate Forecast Track
Adg:;lelzter Cf;r:ﬂc;s Competitive Set Pricing Regulatory Regulatory o'ﬂgﬁfgt to
Intelligence Changes Requirements
Execute Banking Products Execute Account Mgmt. Operate Business
Offer
Cregiﬂu%rebit Cerporate Adrinister Manage Tefmg“ Maxirmize Optimize
Leans & Make Collateral Accounts 29Y  Human Capital Facilities
Card . Investment
Deposits
" Provide Develop
Transiers Comporste el invagiors Strategic Fnancil
Credt (SMB) Flanning
Developand Manage Partners Detectand Resolve Fraud Execute Investment Products B
Define Manage Data Manage Detect Detect Mana Execute Deliver Manage E
Strate Source Channel Consurmer Corporate Se:un;r: Consumer Corporate Corporate E
ay Partners Partners Fraud Fraud Investments Financing Investments (5
. Provide Execute Offer o)
Lse Credit Support Retail Evolve Research and
Meoded Fraud Prevent Fraud Investment Fund Corporate Tax O
Brokers Partners Contracts Develop Education Management Sernvices 5
(@]
w
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Lesson 4:
Put effort to education to
enhance maturity level



CIO Office as
a Green House
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Lesson 5: -
Foster organizational
iInteraction



Communication
Commun!cat!on
Communication



Copyright: Marco Halén
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Copyright: Marco Halén
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Lesson 6:
Create plain and
common language



Culture eats strategy for breakfast
and governance for lunch
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Key to success

, Aalto-yliopisto Marco Halén
Perustieteiden 25.11.2015

korkeakoulu 53



A!!

Aalto-yliopisto
Perustieteiden
korkeakoulu

Thank you !

marco.halen@aalto.fi



