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Letter to the CIO
Dear CIO,
The technology landscape has vastly changed since the release of the first edition of the “CIO Compass” in the Fall of 2011 and
with it, the role of the CIO has become more critical and challenging. The rapid evolution and convergence of “postdigital”
technologies (e.g., cloud, mobile and social computing), advances in “big-data”-driven analytics and the “new normal” mandate
for maintaining data security and privacy in cloud-based environments are some of the changes that CIOs have to contend with
and/or are able to leverage to deliver business value.
CIOs have always shouldered the responsibility of functioning as effective “Operators” within their organizations (i.e. “keeping
the doors open and lights on”). In today’s world, however, running and maintaining IT environments composed of a jig-saw
puzzle of on-premise technology assets, outsourced systems, and cloud-centric delivery platforms has drastically increased the
complexity of this “Operator” role with respect to effective and cost-efficient delivery of IT services, information and analytics,
management of risk, and protection of core business and IT assets.
In order to successfully navigate and appropriately leverage the dazzling array of IT assets and enterprise architecture options presently
available (e.g., mobile computing platforms, function-rich commercial software packages, virtual technology stacks), today’s CIO,
of necessity, must also function as a competent “Technologist.” While not necessarily having to be an expert within each of these
technology domains, effective CIOs, at a minimum, must be well-versed in the “art of the possible” — that emerging “disruptive”
technologies and innovative “mash-ups” of current and/or new enabling technologies can bring to their business constituents.
In view of the escalating inseparability of Business and IT, CIOs must step up their game and also operate as insightful
“Strategists” by partnering with the business to shape new IT-enabled business strategies and align business and technology
investments to maximize business benefits and results. Maintaining a perpetual “clear line of sight” between strategic business
objectives and IT enablement is rapidly becoming “table stakes” for CIO success.
Finally, in light of the high levels of competition currently pervasive across virtually all industry sectors, a high performing CIO
must additionally serve as a “Catalyst” by instigating transformational change requiring careful coordination of business strategy,
operations and technology. In this role, CIOs must strive to reduce both business and IT complexity while optimizing overall
business and IT effectiveness and efficiency.
The structure of this year’s “Compass” is designed to reflect the “four faces” of today’s CIO as Operator, Technologist, Strategist
and Catalyst. The 21 articles contained have been grouped into chapters by the “face” most closely associated with them, and
much like the first edition of the, “Compass” span a broad range of topics from innovative frameworks for IT Strategic Planning
to pragmatic methodologies for structuring post–divestiture Transition Service Agreements. The articles can be read collectively
by chapter or individually based on relevance of the article content to the reader. Whatever your topic of immediate interest,
there is likely valuable information here that can augment and inform your thinking going forward.
Whether you are a newly promoted CIO or a seasoned “pro,” this compendium has something for you. It contains insights,
approaches, “tips,” and recommendations taken from Deloitte’s work with clients of all sizes and across all industries. IT
professionals, at all levels of experience, should find useful ideas that can be directly applied to their IT planning, development,
deployment, and operational activities.
Deloitte is here to help you, whether you are wrestling with aligning your overall business and technology agendas or looking
for insights on leveraging the transformational potential of mobile and social computing. As acknowledged by leading industry
analysts, our experience in assisting clients with topics spanning the full IT “Plan, Build, Manage” lifecycle is unmatched. If
you’re looking for a seasoned advisor with real world experience, we’re ready to help.

Peter Blatman
Principal
Deloitte Consulting LLP
Tel: +1 415 783 616
pblatman@deloitte.com
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CIO as Strategist

CIO as Strategist

IT Planning —

Adopting an ‘Agile’ approach to setting
strategic IT direction

Authored by: Scott Rosenberger and Shomic Saha
A Challenging Situation
A Fortune 1000 company was struggling with setting its
technology strategy and direction forward. The impact of
the postdigital marketplace on its marketing, customer
service, core operations, and back-office areas was
overwhelming, and the direction forward was not clear
for either the business or information technology (IT). A
traditional IT strategy development effort (three phases,
three-to-five-year outlook, etc.) was considered and was
quickly rejected — the rapid marketplace changes and the
absence of a detailed three-year business strategy made it
almost certain that the resulting IT road map would become
rapidly misaligned with business direction. Nonetheless,
the need for IT to align its efforts to support the business
remained. A different approach was clearly needed!
This article describes a different approach to traditional
IT strategic planning — an agile IT planning approach
that enables companies to determine their strategic
technology direction quicker and with greater buy-in from
stakeholders. This typically leads to significantly higher
business value from the use of technology — and greater
success for companies overall.
IT Strategy — The traditional approach
The Fortune 1000 company’s initial decision to consider
a traditional IT strategy approach was not surprising at
all — because it often works and it works well. Such an
approach typically consists of a number of clearly defined
sequential steps, including:
• Conducting a current state assessment of IT — across
the applications, infrastructure, operating model and
financial landscape

• Defining a future state vision for IT to be achieved
over three to five years to support the defined business
strategy for the same period
• Identifying gaps between IT current state and the
defined future state
• Prioritizing initiatives to address the gaps identified
• Creating an IT strategic road map outlining how these
initiatives will be executed over the three- to five-year
period
This approach has proven effective in a number of
situations and allows the CIO to explain the WHAT, WHY,
and HOWs of the plan to get initiatives underway.
Situations where the traditional approach struggles
As illustrated in the case of the Fortune 1000 company,
the traditional approach may not always work. Sometimes
assumptions that are central to the success of the
traditional approach do not hold true for organizations,
including:
• The business strategy may not be clear, or the
business may not be aligned behind it. Unfortunately,
this is often the case. A recent survey of IT leaders
reported that over 30% of their organizations had mixed
or unclear business strategies1
• The business may be experiencing dramatic change,
and unable to accurately plan and project three to five
years out. Rapid movements in the industry, customer
demands, technology or growth may make such a
planning time frame unrealistic
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• The impact of rapid technology innovation on the
business may not be clear to many involved. For
example, if the business is not sure about how social
media should be used to strengthen relationships with
its customers, it will be very hard for IT to sketch out a
clear plan for achieving that impact — if it has not been
factored into the business plans
For companies facing these challenges, following the
traditional approach will not have the desired impact. The
traditional approach will yield a plan — but that plan could
rapidly become misaligned as the business realities that
underlie it change.
Using agile IT planning
The dilemma described for the IT strategy process is
not very different to that faced by the founders of the
agile software development methodology. As with the
traditional strategy process, what they found was that, in
some situations, key assumptions built into the traditional
‘waterfall’ development approach did not hold true. For
example, gathering requirements from users and building
software to meet those requirements may not work well if
users are not sure of what they actually need.
Similarly, the agile IT planning approach starts by recognizing
that where the business environment is highly dynamic and
technology’s impact on business strategy is less clear, the IT
strategy planning approach should adapt to these realities
— by driving to a shared future state vision first. An effort
that will require the business and IT to be at the table to
effectively craft a consistent shared vision.

Figure 4. Typical IT strategic planning approaches

Typical IT strategic planning approaches

High

Agile

Business
change
• Identify trends

Traditional

Deloitte’s experience indicates that agile IT planning works
better for companies that are facing a high rate of change
in the business environment, as well as those companies
that see a higher potential business impact from the use of
IT — see Figure 1. We have also seen that agile IT planning
usually works best for companies with more constrained
scope of operations — usually planning for large global
companies is far more involved in terms of logistics, and
does not allow for a highly streamlined process like the
agile IT planning process to work effectively.
However, for companies where this is a good fit, the result
of this approach can be highly rewarding, resulting in a
significant leap in clarity in direction for IT, as well as a
sense of excitement and ownership on the part of both the
business and IT.
Key elements of the agile IT strategy approach
Key elements to agile IT strategy development mirror those
of agile software development, including:
• Speed and interaction — Rapid, dynamic, facilitated
discussions between business and IT leaders to clarify
both business and IT direction, and identify the
technology levers that will drive value in the business
• Iteration — Setting a shorter-term direction (typically
12 to 24 months), and then revisiting the results of that
direction in six to 12 months to recalibrate accordingly
• Strong business ownership of the plan with business
owners identified for business-focused initiatives and
with IT retaining responsibility for execution
• Think big, start small — Focusing on efforts that will
quickly give the business (and customers) something
they can react to before full-scale implementation and
adoption efforts
Once the initiatives that the business believes will make a
difference in the marketplace are established, IT can then
identify the internal technology capabilities it needs to
support those changes, similar to the traditional strategy
approach.

• Customer demands
• Market forces

Keys to success for the IT agile planning approach
The contrast between the traditional and agile IT planning
approach to IT strategy is depicted in Figure 5.

• Growth

Ad-hoc
Low

Low

Potential impact of IT
• Role (service provider versus business partner)
• Orientation (Inward-facing versus market facing)
• Market/customer impact of technology
• Technology change velocity

High

As shown, agile IT planning is a fairly quick process, typically
spanning eight to 10 weeks from start to finish, with a lot
of direct business involvement in the direction setting (aka
visioning). Many successful agile IT planning projects share a
few success factors, including the following:
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Figure 5. Comparison: IT strategic planning approaches

Comparison: IT strategic planning approaches
12–16 weeks

Traditional
IT strategy
approach

Future state
design (3-5 years)

Current state
analysis
• Review business strategy
• Document current IT environment
• Review industry and best practices
• Identify IT capabilities gap

• Technology vision
• IT architecture design
• IT process design
• IT organization design
• Gaps versus current state

Roadmap
definition
• Prioritize gaps
• Define initiatives
• Ouline roadmap
• Align with stakeholders

8–10 weeks

Agile IT
Planning
approach

Future state
vision (1-2 years)

IT Gap
analysis

Implementation
planning

• Identify required IT
• Facilitate discussion od
• Capture business
directions and potential
capabilities to support vision
direction and IT gaps
IT initiatives
• Facilitate gap analysis
• Align on priotities
• Facilitate prioritization of
with IT executives
and roadmap
initiatives using
• Prioritize gap versus
• Align ownership
(business, IT)
hypothesis-based approach
desired future state
• Identify percieved IT gaps

• High level of business involvement — The level of
interaction required within a shorter time frame usually
means a greater level of engagement by key business
leaders
• Rapid hypotheses-based visioning phase — The
business and IT quickly identify, sift through, and
prioritize hypotheses for how IT can achieve business
impact, without too much of “analysis paralysis”
• Rigorous prioritization of key business and IT
capabilities — As the planning horizon is shortened, a
stronger focus on the ‘what matters now’ becomes more
important
• Clear linkage of business capability changes to
the technology implementation plan — By clearly
understanding the IT changes required to provide these
capabilities, and assessing the dependencies between the
different initiatives required
Getting started
The first step towards “agile planning” is to decide if this
approach is a good fit for the organization. This includes
deciding whether the organization fits into the ‘rapid
business change’/’high impact of IT’ end of the planning
spectrum, and if the organization’s culture is compatible
with the agile decision making paradigm.
Once it has been determined that the agile approach is
appropriate for the organization, next steps include:
• Defining participants — Which key business and IT
leaders will be actively involved in the process? (Note that
the process could encompass key decision makers, as
well as thought leaders, industry experts, and customer
representatives as appropriate.)

• Identifying time frames — Because of the level of
involvement required, coordinating calendars so that all
key players can attend key workshops and meetings will
be crucial
• Identifying who will lead the process — Traditional
one-on-one interviews with key business and thought
leaders do contribute input to the process. However, the
interactive workshops are the backbone of the process.
Someone will need to develop and facilitate these
workshops
It should be noted that the focus on rapid facilitation
and reduced planning time frames can make the agile IT
planning process very challenging. The involvement of an
outside party can often be the most constructive way to
move forward, as they can provide all of the following:
• Outside-In perspectives — Including industry and
technology content, intellectual property and leading
practice expertise
• Independent direction — An outsider can defend
unpopular perspectives and ensure that conversations
and workshops remain productive and focused. Given the
senior level of people involved in the process, this can be
an uncomfortable role for an inside person to play
• Direct feedback — The facilitator must be direct
regarding the group’s progress and their ability to
complete the process effectively
• Demonstrated methods and exercises to achieve
alignment — Organizing the sessions so that
perspectives are efficiently captured, organized,
discussed, and moved to decisions is crucial. The
experience of the facilitator with leading agile IT strategy
sessions is a direct predictor of success
• Interactive facilities for exploring ideas — For
example, Deloitte maintains a facility called the HIVE
(Highly Interactive Visual Environment) where business
leaders can meet to get “hands on” exposure to realworld examples of key technologies (analytics, mobility,
social media, etc.), and then discuss how they might
apply to their business
For these reasons, an outside party can both increase
the probability of success in defining an effective agile
IT strategy and provide the outside-in perspectives that
will increase the value of the outcome. The ability to
provide the thought leadership, experience, and collateral
necessary to prepare and execute the approach is also
a big advantage, allowing the organization to focus on
participation versus logistics.
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Agile IT planning accelerator workshops
The Agile IT planning approach hinges on a workshop-based approach. Here are three suggested workshops that
could benefit a company trying to define its IT Strategy:
• Workshop 1: Future state visioning — After interviewing key business and IT leaders to create a list of potential
initiatives (hypotheses), the facilitators lead a combined business and IT leadership team through a one-and-a-half
day workshop to validate and prioritize the hypotheses and establish ownership
• Workshop 2: Gap analysis — With the business initiative hypotheses identified, the facilitators lead key IT leaders
through a process to identify the IT capabilities required to support those hypotheses and the gap between those
capabilities and the current set of capabilities in place
• Workshop 3: Initiative identification and road mapping — After joint business and IT teams had flesh out the
charters for each initiative identified, the facilitators lead the business/IT leadership team through a process of
laying these initiatives out in a by-quarter schedule. Regular review points are also identified for evaluating and
adjusting direction as the organization learns more about each initiative’s business and market impact

A challenging situation — Revisited
Let us revisit the Fortune 1000 company, that decided to
adopt the agile approach to IT strategy. They started by
confirming fit of the approach. After considering their
situation (high business change/high impact of IT), their
willingness to invest time and resources, and the potential
value of the exercise, they decided to move ahead with the
agile approach.
They engaged professional help. They expected that the
methodology, guidance, and perspectives of an outside party
would greatly enhance the outcome, and so engaged a
professional organization to facilitate the IT strategy process.
And finally, they committed to involvement. The key
workshops and meetings were scheduled upfront so that
the desired business and IT leaders could participate.
With these key success factors addressed, the business
leadership, IT, and the outside facilitators conducted an
eight-week planning program, built around three key
workshops. (See inset: ‘Agile IT Planning Accelerator
Workshops’.)

The resulting set of key initiatives and road map established
clear direction and ownership, and led to a clear set of projects
for IT. As the 18-month plan progressed, changes in both the
initiatives and their priorities did occur. However, as change had
been factored into the plan, these adjustments were viewed as
part of the plan versus a deviation from the plan.
A year later, the business environment continued to be
dynamic, with new technology-related challenges issued
by both customers and competitors. Despite the necessary
adjustments to initiatives and their priorities, the organization
had completed many of the initiatives they originally identified
and had used the resulting feedback from the marketplace to
adjust their plans. The agile IT planning approach had helped
drive the organization in a very positive direction, and they
wanted to repeat that success. As a result, an abbreviated
agile IT planning process was incorporated into its annual
business planning process.

References
1. “How IT Governance Drives Improved Performance,” Kurt Milne and Adrian Bowles, IT Process Institute, 2009
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IT Planning —

Identifying and exploiting
business IT leverage

Authored by: Don Frazier
Today’s executives no longer have the luxury of facing
sequential and isolated problems. In reality, they face
“messes” of parallel and interrelated problems. So,
surfacing how projects interrelate and finding the leverage
points are critical to successful strategic execution.
Deloitte’s Leverage Diagnostic tool enables the capture
of multiple stakeholder perspectives and their desired
business/IT impacts, surfaces how these impacts are
interdependent and where potential leverage points
exist, and helps gain consensus across the enterprise on
the logical path forward. It helps answer the following
questions:

1. How do you surface the issues driving the list of
requested projects?
2. What are the potential business impacts if the issues
are resolved?
3. How are these business impacts related to each other?
4. What is the leverage potential for each impact?
5. What is the suggested sequencing of addressing
these impacts?
6. How can you gain agreement on the path forward
across your stakeholders?
The first five questions will be addressed using the “SAIL”
acronym: Surface, Ask, Identify, and Locate leverage.
Answering question six on gaining stakeholder agreement
is a natural by-product of the overall process.

“It is illogical to argue with the
outcome of the method”
Gregory Greene, Executive Vice President and
Chief Administrative Officer, Ryder System
The 2013 CIO Compass
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SAIL approach
The leverage diagnostic follows a four-step process as shown below:

Leverage diagnostic overview
Step

S urface

Activity

Outcomes

Surface success definitions across the clients organization
• Insert in your kick-off deck or ask in your one-on-one stakeholder
interviews the following fill in the blank question:

•
•
•
•

A list of success definitions (desired impacts)
Access to multiple management levels in the client organization
A general sense of awareness and buy-in across the organization
A list of stakeholders and their individual pain-points

“This project will be successful if _______ increases/decreases/stabilizes”

Ask

Ask what will change if an issue of pain-point were solved
• If the client has already identified a set of particular issues then
Ask:
“If we solve each of these issues, what will change in the business?
What will increase/decrease/stabilize?”

Identify

Identify the interdependencies
• In an off-line meeting with your Deloitte Team (P/P/D & project team)

• A list of what will be influenced directly if we solve a particular issue
• A list of what needs to be resolved before a particular issue can be solved

remove redundant impacts

• Do a one-to-one comparison of each impact to all other impacts
and identify those that are directly connected

• Four categories of leverage emerge with drill down capabilities

Locate the leverage points

Locate

• Plot the desired impacts according to their relative amount of influence or
dependencies.
• Check for any unreasonable connections
• Confirm leverage map with the client

Outcomes

Strategic
Broad

One-Off

1. How do you surface the issues driving the list of requested projects? Surface Issues
If you ask stakeholders what they would like to have in general terms, the answers usually come slowly. On the other
hand when you ask someone about the issues they face, the answers come easily. This natural human trait also drives the
rationale for building straw models to accelerate decision making.
The Leverage Diagnostic takes advantage of this natural bias. It starts with observable issues, but moves beyond the rather
intrusive “What keeps you up at night?” question to a more open and natural dialog. Of course, you cannot stop with just
surfacing the issue. You must take the positive step of finding out what would change if the issue were resolved.
2. What are the potential business impacts if the issues are resolved? Ask what would change
Below is an actual outcome from a client technology project where stakeholders were asked to identify issues and what
would change in their organizations if the issues were resolved: what would increase, decrease, or stabilize?
“SA IL” – Finding leverage (S urface issues, Ask what would change in the business)
Complete the following statement:
“We will be successful if _______ increases/decreases/stabilizes”
-orWhen gathering issues/pain-points also Ask “If we solve this issue,
what will change in the business? (increases/decreases/stabilizes)”
Analytic Tools

Increase

Executive Reporting

MultiCompany General Ledger (G/L)

System Integration

Currency Translation

IT R es ourc e Alloc ation C ontrol

Visibility to new or changed affiliate
products

Solution Reuse

Vendor Mgmt Transparency
Option Tracking
Integration of P ay roll
Decentralized HR Reporting

One Face to the Customer
Consultant Intermediary Profiles

Global Office Setup Time

Decrease

Start from Scratch Analysis
Affiliate Intrusion

Customer Accounts

Budgeting Effort

Visibility to Customers

Benefit Variations

Employee Profile Transparency

Automated Affiliate Investment
Distribution

System Capacity

Model Sharing

Mobile Usage

Transactional Type Capture

Fixed Asset Transparency

Sharing Affiliate Lessons Learned

Hiring

Chargeback Justification

eRecruiting

Backfill Capability

IT Functional Role
Manual Processes
Customer Relationship
Management (CRM) Systems
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It is critical to boil the desired impact down to the fewest words possible while still conveying its meaning. This will enable
readability when all impacts are shown on the same page.
3. How are these impacts related to each other? Identify the interdependencies
Each unique impact is entered into the issues list along with the desired direction of movement, the frequency of
mentions, and specific comments to help provide context.
Each impact is then compared with every other impact to determine if they are related and have a direct causal influence.
At the end of the exercise each impact will have two lists: 1) other impacts they directly influence and 2) other impacts
they directly depend on. The counts of how influential and dependent each impact is on other impacts provide a relative
scoring method of leverage.

“SA IL” – Identify the Interdependencies

For each impact,
you only need to
select the other
impacts it directly
influences
Dependencies
(Exposure) are
automatically
captured

4. What is the leverage potential for each impact? Locate the Leverage
Each impact can then be plotted based on the relative number of connections (Influences and Dependencies). The further
to the right, the more influence connections and the higher up, the more required prerequisites.
5. What is the suggested sequencing of addressing these impacts?
If we divide the overall plot into four quadrants, we have some indication of how to approach their respective solutions.
a. Do Anytime: Impacts in the lower left quadrant (low influence and low dependencies) can be
addressed at any time given their isolated nature
b. Start Now: Impacts in the lower right quadrant (high influence and low dependencies) can be started now
given their lack of dependencies and broad influence
c. Plan Now: Impacts in the upper right quadrant (high influence and high dependencies) require detailed planning
given the large number of prerequisites to be resolved
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1.00

High

Manual process -

Executive reporting +
Budgeting effort -

D

0.80

Outcomes

Dependencies
One-Off

Strategic

C

Start from scratch analysis -

Global office setup time -

Customer accounts +

0.60

One face to customers +
Chargeback justification +

Visibility to customers +

A

0.40

Affiliate intrusion -

Hiring +

Broad

.010

Currency translation +

Model sharing +
Employee profile transparency +
CRM Systems -

0.20

Mobile usage +

Multi-comompany GL +
Analytical tools +

Decentralized HR reporting +
0.50

0.40

0.30

Vendor management transparency +

Integration of payroll +

Visibility to new or changes affiliate products +

Benefit variations Consultant intermediary proiles +
System capacity +
0.00

System integration +

decrease EBITA variance +

backfill capacity +

Transactional type capture
Option tracking +
Automated affiliate investment distribution +

Fixed asset transparency +

0.00

B

IT resource allocation control +

0.20

Low

Soultion rouse +

Sharing affiliate lessons learned

IT functional role -

Low

0.60

0.70

0.80

0.90

1.00

High

Leverage

d. Measure Now: Impacts in the upper left quadrant (low influence and high dependencies) cannot be directly
achieved, but are desired outcomes that should be used to measure the overall progress
6. How can you gain agreement on the path forward across your stakeholders?
Throughout this approach the stakeholders have been involved. The impacts come directly from the initial interviews. How
the impacts are interconnected can be verified by selecting any impact and seeing what it directly influences in green and
what it is dependent on in blue as shown below:
Board membership

Influence +

Bus trust in IT +
Bus respect if IT +

Use of tech +

Ability to differentiate sbusiness +Innovation +

Tech options for bus +

Capacity +

Access to info+

Trust/verify +

level of diplomacy

Turnover -

Empowerment
CIO Decisions

Bus trust in IT +

IT Coordination across functions +
IT Governance +
C suite relationships +
IT role in bus +
IT in Bus policy + Internal leadership skills + Bus trust in IT + Portfolio mgmt +
=IT
demand
Picking right business issues +
= IT operations
IT Spend +

IT Perf in Downtum +
Bus trust in IT +

IT costs -

Ability to deliver tough message +
IT Standards discipline

Use of recruiters -

Revenue generation +

Focus on ROI +

Metrics+ Client focus +
Common methods +
=Infrastructure
=Aging architecture
Tech bureaucracy + #of SystemsUnderstanding bus model +
Using bus terms +

Access to 3rd party+

Process focus +

Use of mentor +
level of influence

CIO association example:
Given the method’s transparency, the issue of stakeholder buy-in is a natural by-product. The surfaced leverage is factbased and driven by the situation. In the above example, increasing “Trust/Verify” behavior is a primary strategic lever
along the path to “Board Membership.”
Summary
Finding leverage in complex situations is a key attribute of successful leaders. Given the current economic uncertainty, any
tool that supports this capability, such as the Leverage Diagnostic, can help business and IT leadership find the strategic
execution leverage to move their organizations forward.
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IT Management —

Aligning IT financials with
strategic objectives

Authored by: Eugene G. Lukac and Don Frazier
Developing business cases for large expenditures is old
hat. Whether the expenditure is for a new manufacturing
facility, a new distribution center, or a new product;
organizations have for decades been preparing financial
justifications. The same is true for large information
technology investments.

systematic framework for developing both financial and
strategic justifications for IT investments. We start by first
discussing financial value and then strategic alignment
before showing how the two can be linked to provide
decision-makers with a full picture of the impact of
proposed technology investments.

Financial justifications continue to be important.
Shareholders want to know — in commonly understood
terms — that the investment will pay off. They want to
know that there is a positive return on investment, a positive
Net Present Value, an above-threshold Internal Rate of
Return (IRR), or any other such well-established indicator
that the investment is financially worthwhile.

Identifying value
Regardless of the business, the financial value of a
company depends on growing revenue while delivering a
healthy margin and efficiently using assets. Shareholders
also value the ability of management to sustain the
continuing improvement of revenue, margin, and asset
efficiency. These commonly recognized value drivers and

Figure 1. High-level Shareholder Value Map

Shareholder Value
Revenue Growth
Volume

Price

Operating Margin
Direct
Costs

Indirect
Costs

Asset Efficiency
Property
and Equip.

Inventory

Receivables
and Payables

Expectations
Company
Strengths

External
Factors

Financial justifications, however, are not enough. An oil
their constituent components can be used as the starting
and gas company, for example, can develop the financial
point for the construction of a full “shareholder value
justification
building a new
pipeline, and
could makeImprove
Innovate forManage
Improve
Improve
Improve
Improve
Improve
map” asfinished
depicted inaccounts,
Figure 1.
products
& supply
and
marketing
managerial
the
investment.
But, clearly,
aproduct
food distributor,
given thereal estate
services
demand
developand
efficiency
goods
notes, and
and
same financial costs and benefits
for the same
pipeline,
ment
advertising
interest
governance
Each ofinventory
the value drivers
can be affected
by specific
Strengthen
Improve
should
probably
not make theefficiency
investment. In addition toImprove
actions,efficiency
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Table 1. Some potential ways of affecting the drivers of shareholder value

Revenue growth

Operating margin

Asset efficiency
Property and
equipment

Volume

Price

Direct cost

Indirect cost

Innovate
products and
services

Manage
supply and
demand

Strengthen
sales and
marketing

Improve
pricing

Improve
product
development
efficiency

Improve
marketing
and
advertising

Reduce cost
of materials

Improve sales
process

Improve
infrastructure
efficiency

Improve
account
mgmt

Improve
production
efficiency

Improve
customer
service

Improve
systems and
equipment

Focus on
customer
retention

Improve
logistics and
distribution

Cross-sell

Improve
merchandising

Improve
order
fulfillment
and billing

Leverage
incomegenerating
assets

Improve
service
delivery

Improve
real estate
efficiency

Expectations

Inventory

Receivables
and payables

Company
strengths

Improve
finished
goods
inventory
efficiency

Improve
accounts,
notes, and
interest
receivables

Improve
managerial and
governance
effectiveness

Improve work
in process
efficiency

Improve
accounts,
notes, and
interest
payables

Improve raw
materials
efficiency

Improve
partnerships
and
collaboration
Improve agility
and flexibility
Enhance
strategic assets

Improve
corporate
services
Improve tax
efficiency

Table 1 can be used bottom-up to trace how a potential technology initiative might contribute to shareholder value, and
can be the basis for estimating its financial impact. For example, if implementation of a customer information system
is anticipated to help the organization identify and take
advantage of cross-sell opportunities, the benefit will
derive from an increase in sold volume, which in turn will
contribute to revenue growth. Analyzing the potential
probability distribution for the additional volume enables
calculating the expected volume increase, which when
multiplied by the unit price yields the incremental revenue
associated with the proposed system.
The Shareholder Value Map, however, does not by itself
provide any indication of what a particular company
should try to achieve. It applies to any company. There is
no indication, for example, of whether revenue growth is
to be favored over margin improvement or vice versa. It is
completely agnostic about what competitive actions are
most deserving of technology support. That guidance is
provided by the organization’s business strategy.

Defining strategy
Strategy often starts with a vision of how the company
wants to be seen, or indeed, how it wants to see itself.
For example, “Be the preferred provider of consumer
financial information globally” or “Be the leading U.S.
manufacturer of furniture.” But this vision is barren without
further definition. What does “leading” mean? The most
revenue? The largest catalog? The most readily recognized
name? Highly recommended by analysts and critics?
A company needs to give concrete meaning to its overall
vision. It should articulate strategic objectives that will help
it determine the extent to which it is achieving its vision.
Its strategic objectives specify something that can be
objectively ascertained. For example, “Achieve $800 million
in sales by 2012,” or “Maintain a larger market share than
any competitor,” or “Book 20% of sales from new products
introduced in the last X months.”
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Stating strategic objectives obviously raises the question
of how they will be achieved. What needs to be done to
reach the desired level of sales, or to obtain the coveted
quality rating? How the objectives will be achieved are
critical strategic decisions. There may be many ways
of improving product quality, from more stringent
specifications for raw materials to improved testing. A
company should decide which of the many possible
initiatives are the most significant for achieving its strategic
objectives. In other words, strategy is about what a
company intends to do, and — perhaps more importantly
— what it intends not to do.

or know-how. For example, it may need to have readily
available customer information, a process for prioritizing
investments, or the skills to manage a refinery.
The purpose of technology in the business is the
enablement of business capabilities through a set of
corresponding technology capabilities. It is worthwhile
recognizing that there are five types of technology
capabilities. Table 2 shows how each of the five types of
technology capability contributes to an organization’s
business capabilities.

Executing the intended strategic initiatives requires having
certain business capabilities. A business capability is typically
something an organization has in terms of either knowledge

Table 2. The contribution of technology capabilities to business capabilities

Technology capability type

Selected examples

Impact on business capability

Automation

Automated replenishment, workflow
management, and web shopping

Reduces time, labor, and error rates

Connection

Email, video conferencing, social
networking, and mobility

Reduces distance, enabling work to
reach across dispersed locations

Coordination

Reservation systems, meeting
schedulers, and electronic dispatchers

Reduces conflict, enabling the right
thing to be at the right time in the
right place

Information

Querying and reporting systems, web
sites, and help desks

Reduces uncertainty and improves
decision making

Simulation

Financial modeling, flight simulators,
and virtual reality

Reduces risk, enabling learning to
take place without affecting the real
world
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To provide the technology capabilities listed in Table 2,
organizations deploy application systems. Applications,
in turn, run on technology infrastructure, such as
networks and servers. And to manage the capabilities, the
applications, and the infrastructure, the organization needs
to have in place competent technology management,
skilled staff, and suitable processes i.e., an IT organization.
To help visualize the connection between strategic
vision, strategic objectives, strategic initiatives, business
capabilities, technology capabilities, and technology assets,
leading organizations use a “strategy tree” as shown in
Figure 2.
Figure 2 shows how IT assets and activities can be
systematically linked to the organization’s strategically
required business capabilities. The mapping enables, for
example, the managers of a particular application, or a
particular infrastructure component, to visualize how their
efforts ultimately tie to the organization’s overall vision
and objectives. Moreover, it enables IT management to
compare the needed IT capabilities and systems with
the existing ones, and to prioritize enhancement and/
or implementation efforts based on the importance of
the corresponding business capability. The strategy tree
provides a direct line of sight between technology investments
and the strategic vision and objectives of the organization.

The meaning of each level of the strategy tree is perhaps
most effectively illustrated with a concrete example using one
branch from the strategy tree of an educational institution:
Strategic Vision: Be the dominant education provider
in our region
Strategic Objectives: Grow program X net income to $30
million by 2010, etc.
Strategic Initiatives: Enhance the customer experience, etc.
Required Business Capabilities: Readily available customer
information, etc.
Required IT Capabilities: Information efficiently obtained
and analyzed, etc.
Applications: Data warehouse and data mart, etc.
Technology: Servers and storage facilities, etc.
Organization: Architecture management, etc.
Developing strategic business cases
Although it is common practice to justify large IT
investments by developing a business case, it is not enough
for an investment to yield a positive return that clears
the required threshold. It should also visibly support the
organization’s strategic goals. As shown in Figure 3, the
strategy tree when linked to the shareholder value map
provides a framework that managers at each level of the
tree can use to justify investments and efforts based on
both their strategic and value merits.

Figure 2. Linking technology to corporate strategy
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Strategic
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Enabling IT
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Technology Organization
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will get it

Support View
“With what”
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One large financial organization, for example, uses the
framework to score potential IT investments on both their
relative shareholder and strategic values. Each potential
investment is given two scores. The shareholder value
score depends on how the opportunity compares against
other opportunities on its risk-adjusted shareholder value.
A similar strategic value score depends on the importance
of the strategic initiative with which it is aligned. With
guidance from the Board, senior executives make periodic
adjustments to the relative weighting of the two scores.
Applying these weightings helps the organization create
a prioritized ranking of investment opportunities in its
support functions in a way that reflects both dimensions:
shareholder value and strategic value.

Conclusions
We summarized how organizations use shareholder value
maps as a structured approach to identify value drivers. In
particular, we showed how shareholder value maps can be
used to trace the financial impact of proposed technology
investments on an organization’s revenue, margin, or asset
efficiency.
We also discussed how strategy trees can be used to link
enabling technologies to corporate strategy in a systematic
way. As such, they are used by organizations to assess
the degree of alignment between proposed technology
investments and the strategic direction of the organization.

Figure 3. Framework for justifying IT initiatives
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Strategic value

We argued that technology investments must not only
lead to financial benefits for shareholders expressed in
commonly understood terms, but also be aligned with the
organization’s differentiated way of achieving that value —
they must further an organization’s strategy.
The approach described has been used effectively by
organizations ranging from not-for-profit educational
institutions to commercial oil and gas companies and financial
services organizations. It has been used by senior executives
to prepare for Board communications, and by department
managers to make a funding case to their leadership. Their
collective experience attests to the broad appeal of the

framework for justifying technology investments based on
both financial value and strategic alignment.
Acknowledgement. The authors gratefully recognize the
enormous influence and contribution of numerous clients
and colleagues that have helped develop and test these
ideas over the course of many years.
[1] See, for example, Deloitte’s Enterprise Value MapTM
available at www.deloitte.com.
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IT Management —

Establishing IT cost transparency

Authored by: Mike Habeck, Chris Martin and Lisa Dubay-Albert
The situation today
Many IT organizations know how much they spend on a
monthly, quarterly, or yearly basis. The constant pressure
of being asked to do more with less often leads to a laserlike focus on total capital and operating expenses, and IT is
typically not equipped to track the cost of line items, such
as headcount, initial hardware purchases/leases, software
maintenance fees, and costs allocated to projects.
Often, these costs are aggregated into various towers
and a new market has evolved to provide benchmarking
services — how much you spend in a given category
versus your peers or other industry averages. These
benchmarks can be at a very high level (e.g., IT spending
as a percentage of overall revenue, operational versus new
capability spending) or more granular (e.g., number of
servers managed per system administrator).
While this view of IT spending is predominant in many
organizations today, it is not sufficient. Knowing that you
spend 10% more than “average” on your midrange server
tower may imply that there is an opportunity for cost
improvement in this area, but nothing more. It does not
account for organizational variations on the services provided,
the way that costs are accumulated and aggregated, or the
specific subareas where costs are above average. Unless
there is a potential to outsource the entire midrange tower
(in which case aggregate costs can be compared if services
and service levels are comparable), accurately calculating the
average per-unit cost of the service delivered is a precursor to
both value-based conversations with consumers as well as a
baseline for efficiency improvement efforts.

IT should be able to measure both the efficiency and the
effectiveness of IT spend, and it drives value to the business
through the enablement of business capabilities. For IT to
understand its operational effectiveness and maximize value
of services delivered, true IT cost transparency is required.
IT must be able to connect the dots between IT assets and
projects, IT Services and the business capabilities delivered
through those services, units of consumption, and with
sufficient detail of the financial data. This will enable IT to
have a value-based conversation with stakeholders.
Why care?
Managing IT is complicated business. CIOs of large IT
organizations know this all too well. But what is changing?
Why care about another article on how to run an IT
organization? The need to make IT effective and efficient has
never been greater. With the confluence of new capabilities
and market forces, IT’s relevance is at risk. Wholesale
outsourcing, cloud computing, mobile computing, social
computing, and improved analytical tools are enabling the
business to do technology work without IT far more than
ever. That introduces new levels of competition for internal
IT, as well as raises new enterprise risks. If IT services are not
competitive (e.g., cost, service provided, time to market),
pressure will continue to mount to go outside, despite
whatever company policy may exist.
Fundamental to understanding the effectiveness and
efficiency of large organizations is to have access to reliable
data. But the vast majority of the stakeholders within large
IT organizations do not have access to the right data to
do their job as effectively and efficiently as is needed. IT
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processes are generally fragmented into silos and often
manual. Management spends an inordinate amount of time
manually reconciling and compiling information necessary
to do their own job or provide insights to their customers or
their supervisors. Very few organizations provide both the
service delivery information and operational efficiency metrics
relevant to the business stakeholders.
Who are the stakeholders and what financial
information do they mostly need?
“The Business” — There is an important distinction to
make with regard to the business’ desires and needs for
information — that is, the difference between what they
want versus what they should want. But the fact that this
distinction exists is not usually the fault of the business.
More often than not, the information the business receives
from IT is limited to what they can get. And they can be
desperate for information.
CIO and his or her staff — The buck stops here so
consequently, the CIO will have a need to see virtually all of
the types of information that the other stakeholders need.
Finance, purchasing, and contract management — The
fact that Finance’s fiduciary responsibility drives the need
for consistent and reliable information goes without saying.
But many large IT organizations have IT finance teams that
rely on manual processes and spreadsheets far more than
they should. They are the poster children for insufficient
automation, largely neglected and left to make do.
Handling chargebacks/allocations, software capitalization,
or three-way matching are exceptionally time consuming
without automation. But to do this with automation requires
integrating IT management systems and improving processes
that touch most of IT.
PMOs and PMs — To properly enforce Project
Management (PM) accountability for delivery on a project’s
commitment (scope, schedule, cost, and quality) and
business case, complete financial information is needed.
Ideally, this includes costs directly related to the life cycle
of execution of a project — not just labor, but attributable
hardware, software, and ongoing maintenance and
operating costs. Since projects have defined start and
end dates, so do the costs attributable to them. At the
completion of the project, the ongoing costs should be
attributed to an application or service.

Application/service owners — The majority of IT costs are
spent by these stakeholders who have the responsibility for
operations and maintenance costs. Just as project managers,
application/service owners are accountable for the spend of
labor and equipment, and have the same needs of financial
information. But in some IT organizations, application/service
owners may be responsible for tracking and managing
the “revenue” from their service. A common example is
how the business is charged for desktop and their support.
Frequently, this is a flat monthly rate per user that is intended
to cover the total cost of ownership (TCO) for desktops and
related expenses.
Stakeholder group

Financial information needed

Business

Project/program costs
(forecasts and actuals)
Application/service costs
Chargeback costs (if applicable)

CIO and his or her
staff

Same as business
Departmental costs
Technical service costs
Vendor spend

Finance, purchasing,
and contract
management

Departmental costs by general
ledger (GL) account
Vendor spend (labor and
equipment)
Asset costs (prepaid and fixed;
depreciation and amortization)
Lease costs
Spend against purchase orders
Employee headcount and
compensation
Internally developed software
costs for capitalization purposes

PMOs and PMs

Project/program costs (forecasts
and actuals), including labor and
equipment

Application/service
owners

Application/service costs,
including labor and equipment
Application/service revenue, if
applicable
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What does “transparency” really mean?
We often hear that stakeholders want transparency to the
costs that they are ultimately paying, whether directly or
indirectly. Of course, this seems like a reasonable request.
It is only the foolish buyer who does not want to know
what they are getting for his or her money. But in IT, even
knowing the breakdown of the cost components for, say,
an application development project, are frequently not
insightful and sometimes misleading. It is typically difficult for
a buyer of IT services to accurately assess the value of what
they are getting. So, what are they left to do? Without good
benchmarks, detailed budgets, or similar experiences to which
to compare, buyers of IT services are left with few options —
they are almost forced to dig into whatever data is provided
and test it using common sense.
Over time, IT has developed an aversion to providing detailed
cost data because it so frequently leads to having to spend
much time explaining it and, arguably, taking away from other
more “productive” work. But does this mean that detailed
cost data should not be provided? Not exactly, but data
should be provided in the proper context and within certain
limitations. IT has a responsibility to provide cost or pricing
data (with comparisons to commercially available alternatives,
if available) to its “customers,” but within limits. For example,
providing service cost transparency at a very granular level
would most likely overwhelm the recipient with the inherent
complexity. Therefore, the role of the service/product manager
in conjunction with IT finance is to not only define the service
provided, but the bundling and pricing of features and options
in a way that makes sense to a person outside IT.
Effective business-IT relationships are where both sides
understand and respect their roles and accountabilities
and, importantly, there is a high degree of mutual trust
between the two parties. But how does a company achieve
this? Unfortunately, the answer is a long track record of IT
delivering on commitments.
Defining and delivering the information that really matters is a
required first step to truly deliver transparency in a sustainable
way. And to do that, IT should invest more in its own
management systems so that information is timely, accurate,
and relevant. Beyond the cry for transparency from the
business, other IT stakeholders also have a need for the same
quality and timeliness of information. Putting in place the
management tools and processes to provide the right level of
transparency to the business should also be able to support
the information needs of the other stakeholders in IT (e.g., PM
and service owners).

A framework for understanding IT costs
Financial accounting: The layer provides the basis for all
other types of financial information. This represents the
traditional GL (departmental and account). This is the most
basic, expense-oriented view of cost and the one most
likely in place in most organizations. It is aimed at providing
operational, management, and financial reporting in
conjunction with the existing financial system. Reporting is
conducted at the Cost Center and account level with expense
and capital reporting. Technology expenditures, such as
hardware, software, and staff, which represent the capacity
to perform activities are accumulated into departments
to be tracked and managed. This forms the traditional
departmental/GL view of IT.
Technology services: This view approaches technology cost
from the perspective of a technology operations executive
or manager. “Raw material” expenses are associated with
an activity that is part of a project, product, or service. Costs
are calculated as representations of how resource/expense
are consumed by an activity using a basis, such as time.
Costs are aggregated in cost objects and then into services.
The focus is to understand the consumption of resources
by an activity and optimize the unit cost of that activity.
Technology services are services that are consumed by other
IT functions and business service owers. At this level, service
pricing can be applied, which would include a markup to
cover overhead costs.
Buisness services: This view can be used by IT or the
business and typically represent applications and end-user
service costs (like end-user computing) and are themselves
composed of lower-level technology services. Frequently,
many companies stop here with there aggregation of IT
costs because they are generally sufficiently understood
by the business to be meaningful. Further, service pricing
applied at this level would include a mark up to cover
overhead costs.
Business capabilities: Lastly, the aggregated level is a
presentation of the costs associated with supporting a
broad capability, including, of course, all of the underlying
Business Services but also including the other non-IT costs
from people and other sources (e.g., back-office business
operations costs). This represents the true costs to run
a business function and is something that should be
benchmarked and tracked over time.
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Figure 6.
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Service catalogs
Many organizations have turned to service catalogs — more formal documentation of the services/capabilities
provided and their constituent features and options. In our experience, this effort often does not provide the
desired results for two main reasons:
1. IT creates the service catalog based on what they do, not how a user consumes a service.
2. IT lacks the fine-grained financial insight to aggregate the costs to provide a service on a per
consumption unit basis. Without this financial insight into cost, IT has a limited ability to price its
services (e.g., at cost, cost plus, value based) and convey value.
How do we get there?
An important thing to realize is that getting to end state is
a journey, which requires discipline and dedication to the
goal — there is no magic bullet. And, as described above,
the precursor to this type of journey is a well-defined
set of service offerings that make sense from a business
standpoint, not just the “things that IT does.”

versus every project is custom), or enabling value-based
conversations between IT and business stakeholders.

Step 1: Define the specific problem that you want to
solve and gain agreement with the business on the
desired outcome: Potential examples include a fact-based
cost-efficiency program, the ability to benchmark against
external service providers, the desire to use economic
price signaling mechanisms to encourage certain types
of consumption while discouraging others (e.g., pushing
toward a simplified and standardized environment

Step 2: Understand the current state: Perform an analysis
to understand the current status of processes, tools, and
financial and operational data. What do you have today that
you can use as a foundation to build upon?

This first step also includes development of a governance
model that provides mechanisms for facilitating decision
making in a collaborative and consultative environment to
achieve the desired results.

Step 3: Define the future state vision: Based upon the
problem that you want to solve, begin identifying what
mechanisms are required to meet the goals of the program
or address the problem statement that was defined.
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Step 4: Assess gaps in capabilities: While step 3 identifies
the “what,” steps 4 and 5 identify the “how” and build a
road map to achieve the future state vision. Typically, this
looks something like the following:
• Build a portfolio of services (service descriptions and
service portfolio/service catalog) if one does not already
exist
• Build a baseline cost model, based on existing financial
information
• Build integrated IT cost/service models (service demand
model, costs by service, and IT unit costs)
• Identify where there are gaps in processes, tools, and
data, which are inhibiting the future state vision and
define an approach to address
• Determine automation approaches
Step 5: Create a road map: Create a set of initiatives to
close the gaps in data, process, and tools. Focus on those
areas, which are foundational and those which create
significant value.
Step 6: Implement: Execute the road map to fully realize
the benefits of a comprehensive financial management
capability.
Step 7: Continuous improvement: As execution progresses,
identify opportunities to compare internal unit costs/service
costs with those of external providers or other appropriate
benchmarks. Use these benchmarking exercises to address
service optimization with business stakeholders through
mechanisms, such as service-level adjustments, unit cost
efficiency improvements, or service delivery model changes.
This provides a simplistic view of what is likely to be a
complex journey. Getting to end state requires discipline and
dedication to the goal. In our experience, the critical success
factors for this type of undertaking are:
• Executive alignment: Engage the appropriate level of
customer leadership to create a M&Ate for adoption of
the agreed services model
• Results focus: Create a consistent view of the end state
model with associated benefit targets and a road map for
achieving them
• Pragmatic and flexible approach: Strike the right
balance between progress and “analysis paralysis,” while
providing options for consideration on scope, cost, and
duration

• Right answer: Combine the best insights from
comparable industry and cross-industry companies with
customer’s specific strategy, priorities, and challenges
• Consistency: Within and across functions for
deliverables and road maps. Consideration of functional
interdependencies and opportunities to break down silos
• Right level of detail: Start at a higher level and get into
deeper levels of data as the capability matures
• Realistic pace of change: Prioritize the area of
improvement and focus on the area that provides the
most “bang for the buck”
• People, process, and technology: The transformation
should also include processes, resources, knowledge,
organization, and data. While new tools are often required
for this effort to succeed and be sustainable, this endeavour
cannot be viewed as a tool implementation exercise
Summary
As most first year economics student knows, the demand
curve is downward sloping — as the price of a good
goes down, the demand for that good rises. An inability
to identify and communicate costs and/or price on a per
unit of IT consumption leads to a similar problem. The
perception of total cost is invariably too high because the
per unit cost is typically unknown or the service/capability
provided in that unit is poorly defined. Similarly, from an
internal IT perspective, demonstrating the value provided
is equally difficult for similar reasons. And, perhaps more
insidiously, when budget pressures occur for IT, the typical
IT response is broad-stroke cost cutting instead of targeted
approaches to the true drivers of unnecessary cost.
As discussed in this article, an effective approach for
IT to address this phenomenon is to apply the lessons
learned in product development, product marketing, and
manufacturing (or similar) financial operations. Define
what IT sells in a way that is understandable to a business
user (and typically what external providers excel at), and
introduce the financial and business transparency and
discipline to really understand demand forecasts and
pipeline, delivery capacity, lead time, and IT unit costs. By
doing this, IT is not only able to more effectively have a
cost and value conversation with business stakeholders,
but to drive continual improvement efforts at a granular
level that maximize the intersection of service provided and
associated price.
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IT Management —

Adopting an IT “value chain” approach
to avoiding common IT spending traps

Authored by: Eugene G. Lukac
Using industry benchmarks to establish targets for IT
spending is common practice — and that is unfortunate.
Benchmarks often hide more than they reveal. What is
more, companies that spend near the mean of their peers
are the typically the worst performing companies from a
business perspective. What is behind this shortcoming? Is
there a better way? Should not technology spending be set
to align with the corporate business strategy?
Comparing ourselves to others is a fundamental human
characteristic — the basis for everything from sports
competitions and reality television to insurance advertising
and stock tracking. And for good reason. Comparisons can
reassure us that we are on the right track.
Figure 1.
IT spending is not determined by industry — there is greater variation within industries
than across industries

Consumer Goods

Low Quartile

Distribution

High Quartile

Middle Half

Financial Svcs
Healthcare
High Tech
Manufacturing
Professional Svcs
0%

10%

20%

30%

40%

50%

IT spend as a percentage of revenue
Source: 2006 CFO survey

IT spending differs more within an industry than across industries.

But some activities do not benefit from comparisons. For
example, you do not set your home thermostat based on
surveying your neighbors. You set it to reflect whether you’re
hot or cold. The same applies to buying cars, shoes, and
almost any other product. Your choices may reflect some
of what you have learned from others, but the things that
matter most are your own unique needs. CIOs are in the
same situation — understandably tempted to validate their
technology spending against peers, yet keenly aware that
their job is to help the business differentiate itself from others.
Given the overriding importance of differentiation, why
do so many CIOs focus on external benchmarks to guide
their spending choices — and what is at risk from the
benchmarking obsession? Here are some of the traps these
CIOs can fall into.
The measurement trap
This is a very destructive trap for CIOs. It involves the
pervasive lack of clarity about what is being measured
in benchmarking analyses. Information technology and
many of its components (networks, storage, operations,
etc.) are not well-defined terms. There is no standardized
vocabulary, which means that what is included — and what
is not included — in IT spending is almost in the eye of
the beholder. Even where there are careful instructions for
studies, the information obtained is ultimately dependent
on the interpretations of responders. Much publicly available
data is collected without the benefit of such instructions.
The statistical trap
Even when data is collected according to strict standards,
results vary enormously. Take, for example, the commonly
used metric of IT spending as a percentage of revenue. In
some industries, such as financial services or high tech, the
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difference between what two companies spend can be
100 times more (see Figure 1). With such large spreads, the
standard deviation is often larger than the mean. And while
the mean can technically be calculated, it is not suitably
representative of the underlying data. The median is no better.
What is interesting is not the average of observations, but
understanding why some companies spend so much more
than others — and which are better off.
The peer group trap
If the essence of benchmarking is comparison, it is critical
to determine a comparison group. But given the wide
distribution of IT spending data across industry, many
companies in the same industry cannot be considered
peers. This is the point at which many benchmarking
exercises can easily degenerate into arguments about who,
if any, are appropriate peers. Such time could be better
spent engaged in initiatives to drive market differentiation
or process improvements. If IT is meant to enable
competitive advantage, being guided by peers may, in fact,
be undesirable.
The wrong-direction trap
Suppose that an organization was somehow able to steer
clear of the first three traps — only to discover that its
IT spending was right on the mean. What should it do?
“Nothing” is probably the wrong answer. But if it wants
to improve, should it spend more than the mean or less
than the mean? There is nothing in benchmark data itself
to suggest which direction is better. That said, we do

know this: organizations with IT spending levels closest to
the mean of their peers are often the worst performing
organizations from a business perspective (see Figure 2).
What is better than benchmarking?
The IT Value Chain
If setting technology spending by comparison with others
is such an ineffective approach, what would work better?
Good oldfashioned alignment of spending against business
objectives. It may not sound sexy, but it works.
This approach starts by establishing a direct line of sight
between strategic objectives and the required technology
capabilities. Many organizations do this using a strategy
tree, where each strategic objective is associated with one
or more strategic initiatives (high-level actions required
to achieve the objective). Each strategic initiative is then
associated with a set of business capabilities that the
organization should have in order to carry out its strategic
initiatives. Business capabilities are grounded in knowledge
(e.g., information about customer buying patterns) or
abilities (e.g., the ability to issue an invoice within X
days). Technology capabilities, on the other hand, are
the functionality that enables the business capabilities.
This functionality is provided by applications that run on
infrastructure managed though IT organizational structures
and processes.
How does all this converge to provide spending guidance?
Three steps are required:

Figure 2. Average IT spending is associated with the less successful companies; the “business success
index” represents the combined rate of growth of revenue and net income over three years
Average IT spending is associated with the least successful companies
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Source: 2006 CFO survey and publicly available financial data
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Identify business objectives that are most valuable to the
organization from a financial and strategic perspective.
Spending technology dollars on the wrong business
objectives is a costly exercise, regardless of how efficiently
that technology is deployed.

services. The implications here involve everything from
minimizing unproductive hours searching for system
documentation to negotiating volume purchase
agreements.

Develop efficient processes to turn technology inputs into
technology outputs (i.e., technology capabilities). Efficient
IT processes, for example, may require separating scheduledriven work from interrupt-driven work. They may also call
for clarifying or improving the development life cycle in
order to minimize rework.

These three steps constitute the IT value chain — the
transformation of technology budgets into business value.
By examining where money needs to be spent and how
it should be spent, managers can continually improve the
business value of their technology spending. Conversely,
they can also reduce technology spending while
maintaining the business value delivered.

“Buy” technology inputs at the lowest unit cost consistent
with the quality and flexibility needed. Technology
inputs typically include productive hours of skilled labor,
hardware, packaged software, and telecommunication

The IT value chain approach helps managers establish a
level of spending that delivers more business value in a
cost-effective manner and, in doing so, avoid being caught
by the benchmarking traps.
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IT Transformation —

Taking an EA-driven approach

Authored by: Florian Quarre, Dan Spar, Krishna Srikumar, and Christina Sun
Introduction
Many organizations today are undertaking aspects of
IT-enabled transformation planning and execution. However,
many are not considering the critical success factors which
bear on achievement of transformation objectives.
Broad IT transformation planning spans multiple disciplines,
including analysis of business requirements applications,
data, infrastructure, risk, and security. Enterprise Architecture
(EA) defines and integrates many of these key disciplines and
enables pragmatic transformation planning and design of
implementable transformation road maps.
Initially, EA was seen as an IT-driven, bottom-up function
for understanding an organization’s technology portfolio
to support informed technical decisions. With the
maturation of EA, businesses are now realizing the benefits
of incorporating a business-driven, top-down approach
spanning the enterprise and resulting in more informed,
structured, and aligned IT-enabled business transformation.
This transformation process includes improved investment

guidance and project governance. By leveraging
EA-leading practices, an integrated transformation
plan can be constructed with the rigor and multi–layer
alignment needed to support effective execution and drive
long-term business success.
Business-driven IT transformation planning
With the recent recession, organizations across the board
are engaging in various forms of transformation programs
to adjust to the new working order. This transformation
leads to definition of new business models with a
paradigm shift in how interactions happen internally and
externally. Although this is not a new phenomenon, what
has been different is the radical nature of change and rate
of change over the last five years. Abundance of and easy
access to data means customers today are much smarter
and expect organizations to be smarter, and technology
is at the forefront to enable this transformation.
Transformations can be classified across four broad
categories as shown in table below:

Type of transformation

Examples

Business-driven
transformation

New market/geography entry, new product entry, product rationalization, and regulatory
and legal compliance

Business-driven IT
transformation

Multichannel/omnichannel retailing, mergers and acquisitions (M&A), divestitures, supply
chain optimization, and outsourcing

IT-driven business
transformation

Social business, cloud computing, analytics, mobility, and tech-enabled marketing
capabilities

IT transformation

Application portfolio rationalization, Lean IT, software development life cycle methodology
transformation, and data center consolidation

The 2013 CIO Compass

27

Although broad classifications exist, lines between the
classifications are blurring between IT and business
transformations. Let’s take the example of a long-time
successful home video rental company. With the shift
in consumer behavior to online and on-demand video
consumption, there was a need to define a new business
operating model. However, the core enable for this
transformation required thinking about the technology and
connecting the dots between the business and technology
capabilities. This company’s business failed due to the lack
of proper strategic planning and it’s inability to generate a
holistic perspective of the business and IT landscape. Such
challenges are more widespread than ever before.
No strategy is complete without technology playing a
crucial role. However, if technology is always catching up
to the strategy, organizations may start lagging behind
competitors and eventually lose market share. Therefore,
cohesive transformation planning is required to translate
the business operating model to an aligned IT strategy.
However, organizations often find themselves in an
uncomfortable position managing a complicated collection
of IT systems that were developed in isolation and which
have independently evolved over time. Sometimes,
business pressure forces organizations to take hasty and
drastic steps to overhaul their IT shops. There is often lack
of a big picture view of how the IT systems are working
together. In addition, projects are defined, but often not
prioritized. And decision making breaks down without
in-depth understanding of business and IT processes, roles,
and relationships. For these reasons, business operating
models have not been able to drive IT architecture the way
it should, and there has been limited success in the past
for top-down, business-driven IT transformation. There are
many unfortunate stories of organizations going bankrupt
due to faulty technology transformation initiatives. In order
to effectively define a transition plan, organizations need to
be able to systematically define its current state and
future state IT.
There are several key factors that contribute to effective
business-driven IT transformation.
1. Being business driven while focusing on quick wins.
If organizations are able to focus on succeeding and
reaching objectives with quick wins, the momentum
will significantly aid in achieving successful IT

transformation. In order to accomplish this, metrics
need to be defined early on to measure business
performance. But more often than not, organizations
today overengineer metrics and lose sight of their
target. Also, defining metrics and key performance
indicators for both business and IT while maintaining
balance is a challenge. But how do you capture the
low-hanging fruit? Also, how do you define metrics with
the right level of granularity while focusing on the big
picture?
2. Managing change through governance.
Organizations need to have the ability to establish
people, mechanisms, and processes through which an
organization makes decisions in order to further the
alignment of IT and business objectives. Organizations
should look at governance areas such as Architecture,
Development, Projects, Security, Service Management,
and Strategy. But who should be part of the governance
board and how do you enable the appropriate level of
business and IT representation?
3. Engaging your stakeholders: Leadership should be
able to communicate clear and compelling benefits
from multiple perspectives, including financial, industry
positioning, corporate, and operating company. A
vision should be established that the organization will
be better off post transformation. It is important to
have alignment of the strategy, people, processes,
information, and technology of the enterprise with
each other and with the external environment.
However, one of the prerequisite to this alignment is to
identify the right stakeholders and creating a tailored
communication plan. While managing large scale
transformations, it becomes quite unwieldy managing
your stakeholders. How do organizations go about
overcoming this challenge?
4. Taking a holistic perspective of your enterprise
stack: Transformation can be enabled through a
comprehensive understanding of the current state and
the future state of both business and IT and bringing
them together in one perspective to address issues and
identify opportunities. But is there a structured and
comprehensive way to approach your stack?
To address these challenges, a comprehensive framework
that takes a top-down holistic perspective of business and
IT is required.
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EA as broker between Business and IT
EA offers a structure that considers both business and
technology competencies and interrelates them in a way
to automatically drive insights, ideal to enable strategic
planning. This structure enables organizations to answer
critical questions involving IT transformation and change.
How do CIOs leverage EA as a unique discipline to drive
this effort?
Layering the enterprise
Transformation can be enabled through a comprehensive
understanding of the current state and the future state
of all the architectural layers, which span business and
technology as depicted in the figure below:
Business architecture
Which
information?

Technology
architecture

Information
architecture

Security

Applications

Integration

Where
is it done?

Data

Data
technology

Application
technology

Collaboration

Integration
technology

Platforms

Networks

System management

EA operating model

Who
does it?

Governance

Milestones

Technology

Business

Current state

Future state

•
•
•
•
•
•

Concept of operations
Capabilities
Stakeholders
Processes
Transactions
Business (conceptual)
data model
• Standards + Standards
evolution

•
•
•
•
•
•

Applications architecture
• Logical applications
• Logical applications interface
• Physical applications
• Physical applications interface
Data architecture
• Data dissemination diagram
• Logical data model
• Physical data model
Technology architecture
• Platforms and
infrastructure diagrams

Technology options
1. _______________________
2. _______________________
3. _______________________
...

Concept of operations
Capabilities
Stakeholders
Processes
Transactions
Business (conceptual)
data model
• Standards + Standards
evolution

Guiding principles and standards

What
do they do?

Layers need to come together to provide the necessary
insights. Starting with business architecture artifacts, EA
captures architectural models of business operation. It
looks specifically at factors that motivate the enterprise,
how the enterprise is organizationally structured, and
what functional capabilities the enterprise has. Information
architecture artifacts seek to classify and organize the
data from business operations and showing how the
data relates to business processes, services, security, and
underlying applications to enable better information
management. Finally, technology architecture artifacts
capture procured technology assets that are used to
implement and realize information system solutions.
Given these architectural layers, along with an EA
operating model, guiding principles and standards, and
governance, organizations are better able to manage
business and IT projects as a portfolio and bring discipline
to project prioritization, decision making, and execution.
Occasionally, enterprise IT initiatives are focused on
improving value extracted from only one of these layers.
Most often, this tends to be the information architecture
or the technology architecture layer. Such approach is
parochial as it does not take into account the impact on
layers above and below. EA would take a holistic view to
help analyze a problem. For example, one large health
plan company found itself wrestling in an unwieldy IT
environment. In an effort to reduce complexity, the CIO
initiated a nine-month application rationalization program.
However, the organization took a short-term view of the
underlying business with insufficient due diligence on
the business architecture layer. Although the initiative
reduced the application count for core services by 20%,
it soon found itself in a position unable to support the
organization’s strategic growth plans. Within a year, it was
back to jostling with a new set of applications.
Leveraging EA to define the business and technology
vision, strategy, and transition plan
An organization’s ability to be nimble and flexible to
external and internal environmental changes determines
its success. With technology playing a pivotal role in
building a sustainable competitive advantage, EA serves
as a tool in translating organizations’ business vision and
strategy into the organizational transformation programs
and IT investments required to support current and future
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operations. EA provides a structured framework that
traces business value to business capabilities all the way to
enabling IT systems that help deliver that value. The figure
below illustrates a simplified view of EA’s multidisciplinary
approach that spans both business and IT.
This tool enables organizational transformation to
improve both its business and technology performance
and alignment. Modernization towards the future
state application portfolio and supporting technology
infrastructure can be performed effectively with the
necessary understanding and analysis enabled by EA.
Organizations or business units typically define a strategic
direction in the form of a mission and vision statement and
a strategic plan. To execute this plan, a business operating
model is established. This operating model can be
defined in text, but it can more accurately and analytically
be captured via EA artifacts that define the business,
including:
• Stakeholders
• Capabilities
• Services
• Processes
• Conceptual and Logical Data
Depending on the scope of the program, EA offers a
variety of artifacts with different levels of granularity

that adequately decomposes the business and IT. For
example, during a merger of two financial payments
organizations, the IT organization needed to define
the target state of the post-merger organization. They
needed to understand the current state business and
technology of both organizations, including capabilities,
stakeholders, processes, and lay out the future state IT
vision. A transition plan with defined milestones was also
required to reach the new organization’s future state. EA
offers tremendous advantages by preventing teams from
getting mired in unnecessary details, while maintaining a
holistic business IT view to keep the initiative on track and
on budget.
Embracing your stakeholders
One of the primary reasons for failure in IT transformation
initiatives is the lack of an effective communication plan
to engage stakeholders. Although most transformation
programs have well-established program management
offices, they lack the tools to present the right kind of
information with appropriate level of details to engage
target audience and gain buy-in along the transformation
journey. More often than not, they are written for IT
professionals with no clear business rationale. EA enables
improved communication with key stakeholders across
business and technology by aligning the strategy, people,
processes, information, and technology of the enterprise
with each other and with the external environment as
depicted in the figure below.

An effective EA capability will answer major stakeholder questions
• How can I innovate?
• How quickly can I get it?
• What business benefit does it
drive? And at what cost?
• What are the risks?

• What are the risks?
• Where are the trade offs?
• Can this be delivered on time?
• What technical expertise is
available?

Business wants
to know

Technology
leadership wants
to know

Project managers
want to know

Technology staff
wants to know

• Have we done this before?
• How do we get it done?
• How do we do it right?
• What is the cost?

• What do I need to build?
• How do I build it?
• What tools are available to build
it with?
• How much time do I have?
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Stepping up the game with EA
A recent Gartner survey revealed that although IT budget
available to CIOs would see a marginal increase from
previous years by about 1.5% to 2%, much of the budget
funding would come from savings due to operational
efficiency. Moreover, the new PostdigitalTM revolution caused
by mobility, cloud computing, social business, and analytics
poses significant opportunities to positively affect business

Top CIO strategic
priorities

2011

66

2012

63

Key transformation activities

Run

20

21

Grow

14

26

Transform

EA enablement

Streamlining IT
operations

• Consolidating service portfolio and catalog
• Managing IT budget and chargeback
mechanisms
• Streamlining service operations, such as
incident and program management

• Provides architecture blueprints for target set
of IT service capabilities
• Defines set of policies and technology
standards for service management
• Raises overall IT organizational maturity
through greater business — IT alignment

Portfolio
rationalization

• Understanding pain points across server,
application, data storage architecture
• Launching rationalization projects to reduce
costs and improve business agility
• Defining governance structures

• Helps define target businesses operating
model and resulting IT operating model
• Links business and enabling IT capabilities to
provide a top-down perspective
• Defines a set of policies and standards for
future set of applications

Lean IT
initiatives

• Streamlining application development factory
and supporting IT operations using lean
technologies
• Cultivating a metric-driven approach for IT
management

• Provides insights into how resources are
consumed and business processes are
executed
• Contributes to the “see the whole” principle
• Utilizes EA to organize lean projects and
manage/deliver improvement opportunities

Enabling
postdigitalTM
capabilities

• Developing social channels for
communication, collaboration, and commerce
• Developing advanced analytic capabilities
• Designing enterprise mobility capabilities
• Refining security infrastructure for
PostdigitalTM Enterprise

• Provides broad set of architecture artifacts to
understand interaction points
• Assists in performing business impact across
different architecture layer
• Defines a set of transition architectures to
achieve target state

Cloud computing • Conducting diligence on applications,
platforms, and hardware suitable or cloud
• Planning on deployment models for cloud
candidates
• Performing cloud vendor analysis

• Establishes business-driven enterprise
operating model and framework
• Accelerates development of cloud-ready
architectures using existing EA artifacts
• Provides broader view of cloud impact on
underlying security and service needs
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strategy. Driven by these challenges and opportunities, CIOs
are embarking on a number of strategic initiatives. The
figure below demonstrates how EA can play a central role in
accelerating these initiatives to realize long-term benefits.
Leveraging EA for tactical quick wins
One of the common misconceptions among senior
executives and organizations that have engaged in broad
EA initiatives is that EA tends to be two- to three-year
multiyear program with high resource requirements.
While establishing an enterprise-wide EA capability is a
long-term endeavor, tactical EA initiatives can be achieved
in relatively short cycles of two to three months. This is not
to discount the years required to set up an enterprise-wide
EA capability, but to capture the low-hanging fruits an
eight- to 10-week EA effort to yield quick wins. This can be
accomplished by:
• Defining the business value drivers
• Selecting an EA framework tailored to an organization’s
business needs
• Determining applicable business and technology artifacts
to address problem at hand
• Performing gap analysis on current and future state

Conclusion
With the ever-changing business needs of organizations, IT
transformation has become a complex subject and can no
longer be addressed through a siloed approach. EA offers
a structured methodology to address change and impact
across different layers of the enterprise, from the business
operating model to the logical and physical supporting
technology. Leveraging EA to analyze the current state, the
future state, and the transition plan will enable effective
IT transformation across prioritized areas. Organizations
should consider EA as both a strategic and tactical method
to enable IT transformation.
Key to an effective EA capability is to start early, start
small, and scale appropriately to align business and IT.
Organization needs to start with a short-, medium-,
and long-term plan in place before fleshing out an EA
capability. Far too often, organizations find themselves
unable to make the leap from a reactive IT focused on
costs to a proactive, agile IT ecosystem driven by revenues.
A carefully considered EA plan will not only improve the
business perception of IT through better enforcement of
standards, governance and synchronization of business-IT
architecture, but also elevate technology as a strategic and
topical issue on the boardroom agenda.

• Defining a road map to achieve objectives based on gap
analysis
Mature IT organizations strive to build a systematic set of
governance, lifecycle, processes, and staff expertise. As
EAs can help identify the technology impact, changes, and
effort required to catapult the business to its desired target
state, it can help organizations in accelerating this effort.
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IT M&A —
Getting IT involved early and
often in M&A transactions

Authored by: Varun Joshi, Joseph Joy, Saurav Sharma, and Devi Aradada
M&A are fundamentally about synergy capture: cost
savings, revenue enhancement, or both. Due diligence
helps determine valuation and identifies potential risks
and opportunities for post-deal value creation. Pre-deal
preparation improves synergy capture by providing the
buyer with a macroeconomic view of the deal, along with
an in-depth understanding of operational, financial, legal,
tax and cultural issues.
Information technology (IT) plays a crucial role in business
operations, management information, and financial
reporting. Yet companies often overlook or downplay the
importance of IT issues during the preparation and due
diligence phase. Possible reasons include:
1. IT not having a seat at the table. Many Corporate
Development teams do not feel IT costs are significant
enough to affect a deal decision.
2. Inadequate skills and experience. Companies often
lack the internal skills and experience to critically assess
current IT systems, recognize potential problems, and
identify alternatives for merging or upgrading systems.

3. Lack of benchmarking data. Many companies do not
have the metrics and data required to make meaningful
comparisons with the target. (Or they have the data but
do not realize it).
A large number of M&A deals fail to achieve the required
synergies due to inadequate focus on IT early in the
transaction cycle. Without IT due diligence, certain risks
— such as integration barriers, long lead times, dealbreaking costs, and contract noncompliance — may not
be identified until very late in the game.
By including IT in the preparation and due diligence phase,
buyers can identify potential synergies earlier in the process
and harness the power of IT to improve M&A synergies
in other areas, including fostering collaboration between
business leadership and IT to develop an effective merger
integration strategy.
IT due diligence
The overall objective of IT due diligence is to create
a quantitative and qualitative picture of the merged
entity through a detailed analysis of IT assets, processes,
operations, and the IT organization. Key focus areas include:

People, process, and spending

Applications

Infrastructure

• IT organization

• Enterprise (ERP, financial reporting,
consolidation, human resources,
etc.)

• Hardware (mainframes, Servers,
PCs, Peripherals)

• IT strategic planning and projects
• IT operating and capital expenditure
• User support (help desk and
end-user computing)
• Security and disaster recovery

• Operating systems and databases
• Specialized (revenue generating
• Networks
portals, supply chain, manufacturing
• Communication and interfaces to
execution systems, distribution
third party providers (distributors,
and logistics, safety, risk and
etc.)
compliance, etc.)
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Here are some practical steps to consider, when
conducting IT due diligence:
Assemble the right team early
Identify and assign the right people from IT — not
necessarily senior leaders, but subject matter experts with
a deep understanding of the existing IT environment who
can accurately assess the integration implications.
Set a broad scope
Evaluate the current and future IT organization’s operating
model; application portfolio (functions enabled, number
of people, and cost structure); infrastructures (data
centers and servers); end-user device footprints; voice and
data distribution (how complex is the network?); service
models and associated SLAs; staff distribution across
fixed overhead and variable components; and software/
hardware vendor contracts, license terms and conditions.
Analyze both Day One readiness and end state goals
During the planning phase, analyze the integration effort
from a total cost of operations perspective: What are the
one-time integration costs? What are the ongoing operating
costs? What is the time frame for incurring integration costs
and the recovery period for achieving a ROI?
Communicate synergy targets and performance metrics
Put a stake in the ground for targets and metrics to help
measure progress and manage expectations. This includes
defining the projects that will be needed in order to achieve
the deal’s goals. Benchmarking can be a valuable tool, but
do not view the results as absolute; every company should
adjust benchmarks to fit its own competitive position.
Consider outside resources
For many reasons — the sensitivity of information being
exchanged, the importance of achieving synergies,
the complexity of post-deal integration — it might be
necessary to supplement internal resources with outside
experts for some or all activities related to IT due diligence.

Dedicate a team to address software licensing issues
Which licenses are the most cost effective? Could the
new merged company negotiate better terms? Legally,
the two companies might not be allowed to interact
without security in place; in such cases, people from both
organizations can work together in a “clean room” under
the supervision of attorneys from both sides. Senior leaders
should not be used here, as they would be required to
move to new jobs if the deal falls through.
Risk management
IT due diligence during an M&A transaction has a
fundamental impact on enterprise risk management across
several important dimensions.
Business risk
Managing business risk requires a deep understanding of IT
processes and systems — and their impact on the business.
This understanding drives current and planned IT projects
that can help the combined business function smoothly
and capture the full value of the deal.
• Is the business objective changing? Will this affect the
organizational model?
• Is the IT function strategically aligned with the business?
• Does IT support key business objectives?
• Are the technologies competitive (relative to other
companies in the industry)?
• Is the IT function flexible enough to adapt to changes in
the business model or marketplace?
• Are the costs to support and operate the new model in
line with industry norms?
Operational risk
A key issue here is whether IT will be able to effectively
support the operational needs of the business after the
merger.
• Are business-critical IT applications stable and reliable?

Conduct an impact analysis
Identify factors that could negatively or positively affect
the valuation. For example, some changes in the postmerger IT environment — such as a shift from centralized
to decentralized IT service delivery, or from outsourced to
in-house IT staffing, or vice versa — could cause a huge
cultural change that materially affects the deal value.

• Are there appropriate processes, resources, and contracts
to support them?
• Does the organization have adequate control over the
technologies and resources associated with businesscritical applications?
• Are any facilities or operations in unstable geographies?
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Delivery risk
Understanding the strengths and weaknesses of IT project
management can help a company identify and address
potential obstacles that could prevent it from having the
technology necessary to operate effectively in the future.
• Are current and planned IT resources sufficient to deliver
on future technology commitments?
• Are the technology commitments realistic and in line
with market trends?
Financial risk
Financial risk revolves around IT budgets and management
of IT activities within business units.
• Are business and strategy investments realistic and
properly scoped?
• Does the future direction of IT align with business
strategy?
• Are IT resources used efficiently and effectively?
• Is the budget reasonable? Are the company’s
technologies comparable to those of its peers?
People risk
This area focuses on how IT personnel are managed and
developed and how effectively they support the business.
• Is the IT organization properly structured and aligned to
address the needs of the business?
• Are IT people — including leaders and managers —
capable and motivated?
• Are IT staffing levels and skills adequate to address
current and future needs?
Pre-deal preparation
There are a number of leading practices that can help
companies avoid ineffective deals caused by lack of IT
participation in pre-deal preparation.
Involve IT from top to bottom
Assign the CIO (or the CIO’s designee) to the IT due diligence
team. Involve the IT function in all phases of the M&A life
cycle — from preliminary due diligence to Day One and
beyond — until key synergies have been captured.
Pair IT players with business players. Have people from
IT and the business work together to drive planning and
execution. This fosters a strong working relationship and
sense of shared ownership and encourages collaboration
and teamwork.

Understand IT requirements before you sign the deal
Identify IT investments needed to achieve the expected
short- and long-term benefits. Also, develop order-ofmagnitude estimates for critical IT projects to validate the
size and timing of expected benefits. IT-related synergies
are often spread out over multiple years.
Include IT costs and timing in deal valuation. Make IT
investments a M&Atory part of the valuation model.
Include estimated costs for all required IT projects, software
licenses, and transition service agreements (TSAs).
Get a head start on IT projects
Clean teams can provide an early start on time-critical
IT activities, since they have special access to restricted
information before the deal is complete. For example, clean
teams can be used to compare business and data models,
assess the impact of the deal on the company’s future IT
landscape, and conduct detailed scoping and planning.
Use an integration (or divestiture) as a springboard to
improvement.
An M&A transaction provides a rare opportunity to reinvent
and dramatically simplify a company’s IT organizations,
solutions, infrastructure,+ and delivery models.
Set priorities
Since every deal has an impact on IT, it is essential to
immediately inventory and assess all IT projects (even
those not directly related to the deal) to verify they are
still required and fit the company’s future direction.
Give priority to IT projects that link to critical Day
One requirements, enable or accelerate large synergy
opportunities, or are essential to implementing future
strategic initiatives.
Keep the pressure on
IT projects that are critical to synergy capture and deal
success often require many months to complete. To
maintain momentum, it is important for management to
stay focused on deal-related projects over the long term.
An effective Day One is only the beginning.
Early and often
Up front involvement from IT is essential for every
M&A deal. Regardless of the size and complexity of
an acquisition or divestiture, the IT team’s speed and
effectiveness will likely have a big impact on whether the
deal ultimately delivers the expected results. That is why it
pays to get the IT function involved early in the M&A life
cycle — and to keep it involved until most of the benefits
have been captured.

The 2013 CIO Compass

35

CIO as Operator

CIO as Operator

IT Organization —
Structuring IT organizations
for service excellence

Authored by: Eugene G. Lukac, Rajesh Srinivasa, and Gerardo V. Hernandez
Imagine if you wanted to buy a refrigerator and you went
to the store and heard:
• “Compressors are on the 2nd floor”

components. This article discusses the potential options
and benefits of building a service-oriented IT organization
framed around the business services that the IT unit
provides rather than around its assets or activities.

• “Insulation is on the 3rd floor”
• “Shelving is on the 4th floor”
You would likely turn around and walk out the door. And
yet, that is exactly how many information technology
(IT) organizations treat their customers. Instead of being
organized to offer holistic services, IT organizations are
often structured by their assets or capabilities. Business
managers seeking IT services are likely to hear, in so many
words:
• “Applications are on the 2nd floor.”
• “Servers are on the 3rd floor.”
• “Networking is on the 4th floor.”
No wonder business areas are frustrated with IT. Just as
consumers want to buy a whole refrigerator with all of its
parts and warranties, or a whole dishwasher with its motor
and soap dispenser, so do business users want one place
to go for their distinct IT needs, with all of their underlying

CIO
Database
administration

Deloitte Consulting LLP researched IT organizations across
various industries to assess the popularity and adoption
of the service-oriented IT organizational model. The
research findings demonstrate that IT organizations are
gradually transitioning toward service orientation, and with
each step toward complete transition, they are reaping
important benefits.
For historical reasons, many organizations have structured
their IT departments in one of three ways:

Organized by technology assets

Infrastructure

Business services provided by IT (e.g., email services, credit
card processing, and claims processing) are often listed
in a “Services Catalog” and expressed in business terms.
Mature catalogs also list the unit price for each service
(e.g., $X per email ID per month and $Y per paycheck).
These internal catalogs are similar to the external product
catalogs typically available from consumer or retail
companies. If an IT organization has developed such a
business-oriented Services Catalog, how should it be
organized to deliver those services with excellence?

Business
applications

Administration

Oracle

Finance

Service desk

SQL Server

Sales

• Organized by technology assets, such as data centers,
networks, and applications
Networks
services

Service desk

Desktop
services

Service desk

Project
management

• Organized by internal capability or activity, such as
analysis, programming, and operations
• Organized by business function served, such as finance,
HR, and manufacturing
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Organized by internal capability or activity

CIO
Analysis

Project
management

Programming

Operations

Help desk

Financial
analysis

COBOL/
maintenance

Business
projects

Data center

Desktop
services

Sales analysis

.NET/J2EE

Technical
projects

Telecom

Application
services

Organized by business function

CIO

Infrastructure

Human
resources

Manufacturing

Sales

Finance

Operations

Applications

Applications

Applications

Applications

Service desk

Service desk

Service desk

Service desk

Service desk

These organizational models reflect an evolutionary stage
similar to those that manufacturing organizations followed
at the beginning of the industrial era. Large organizations
were structured based on the specialized activities
required – such as research, engineering, manufacturing,
and distribution – to provide their products. Alternatively,
they were structured along product components, such
as motors, electronics, displays, and casings. In such
organizations, each business unit operated largely
independently from the other, each with its own individual
income statementand operating metrics. Their challenge
was orchestrating the various functions to provide a usable
product or service to the end customer.
IT organizations often adopt a similar structure, organized
by technology assets or capabilities as depicted above.
These models enable business units to share technology
components and capabilities with one another readily.
However, they require business units to be skilled in
negotiating for, and integrating, the support provided by
different departments within IT. For example, SLAs may be
created based on business-facing applications in isolation
from the supporting infrastructure and other professional
service components. The drawbacks of this approach include:
• The promotion of silos within IT
• The difficulty for business areas to determine the full
range of IT services they will require

To deliver end-to-end IT services to the business, the IT
organization should consider combining the relevant IT
components into holistic “products” that are described in
terms that business users readily understand. The Service
Catalog is the means for providing this kind of businessfocused IT support information. For example, it may list
email as a business service provided by IT, which includes
applications, network and data center support, desktop
services, voice and communication facilities, and storage
management.
To deliver these services in an efficient and effective manner,
IT organizations need to clearly define accountability for
service quality, service cost, and service perception. There are
multiple ways of structuring an IT organization in a way that
makes this accountability clear. The options, which differ
mostly by the extent to which common IT capabilities are
shared across the services, include:
Independent service line model
In this model, each IT “service line” manages its own
hardware, software, and support staff. For example,
accounts receivable processing and accounts payable
processing may be two business services provided by IT as
part of a finance service line. These services may be based
on their common financial application and common servers.
Nonetheless, some support functions, such as IT
customer relationship management or architecture, may
be shared across service lines to ensure consistency and
interoperability across service lines.
The benefit of such a model is that each service line
functions largely independently with full capacity and
control to deliver the service at the levels committed in
any SLAs. On the other hand, this model risks having some
duplicated technology across the various service lines.
Leveraged model
This model represents the extreme opposite of the
Independent Service Line Model. Here such common
functions as architecture, applications support, and
infrastructure support are leveraged across IT service
lines. The IT service lines establish SLAs with their users
to provide a set of services at agreed upon service
levels. They in turn negotiate SLAs or “operational level
agreements” with internal IT groups, such as application
support, architecture, or infrastructure, to provide internal
support at levels that will permit them to meet their SLA
commitments.

• The lack of transparency of business value of IT
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Independent service line model

CIO
Administration

Architecture

Product line A

Product line B

Product line C

Applications

Applications

Applications

Infrastructure

Infrastructure

Infrastructure

Service desk

Service desk

Service desk

Customer
management

Hybrid models can be structured in a number of different
ways in order to balance the benefits and risks of the
independent and leveraged models.
Organizing IT around its services provides several key
benefits:
• IT service delivery excellence. The service-oriented
structure creates for each service an accountable and
empowered champion within the IT organization who
can be rewarded for service excellence while maximizing
the efficient use of the hardware, software, and people
underlying each service

Leveraged model

CIO

Product line A

Product line B

Hybrid model
In this model, only some of the technology capabilities
required to support business services are part of the service
line structure. Very often, these are specialized applications
teams. Other IT capabilities, including sales, architecture,
and infrastructure, can be leveraged across service lines to
help ensure consistency, interoperability, and cost control.

Product line C

Architecture

Customer
management

Architecture

Customer
management

Architecture

Customer
management

The benefit of such a model is the ease of implementation,
especially in situations where the current organization
is structured based on technology assets. While
maintaining the asset-based structures, organizations
can establish product line management teams with
specific responsibilities for the design, rollout, delivery,
and evolution of It is business services. These product line
managers will offer their services through the IT “sales
force” or customer relationship managers.

• Business-IT alignment. As the portfolio of IT services
evolves in response to user demand, IT resources can
shift dynamically to maintain alignment between IT
services and business needs. One major organization also
found that the increased service cost transparency and
accountability strengthened the mutual understanding of
business and IT
• IT focus on business value. By responding to the
“market signals” provided by users’ willingness to pay
for the services listed in the service catalog, IT can
continually focus on what is of value to the business
• IT sourcing flexibility. Once an IT organization has
a well-articulated, fully priced services catalog and a
service-aligned organizational structure, it is in a good
position to make “build versus buy” decisions about its
services, and it can decide on a case-by-case basis what
services should be acquired from third parties

The drawback with this model is that the service line teams
may lack sufficient organizational leverage to obtain the
required support from the IT technical areas.
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Hybrid model

CIO
Administration

Architecture

Infrastructure

Product line A

Product line B

Product line C

Applications

Applications

Applications

Service desk

Service desk

Service desk

Customer
management

It is important to keep in mind that with organizational
redesign, achieving the desired results involves more
than just assigning positions. Before implementing the
new structure, enabling processes should be defined,
new performance indicators should be put in place,
and roles and responsibility documentation should be
updated. An IT organization that is structured around
the services it provides needs a “sales” function to help
clients understand the full range of services that IT offers.
It is also extremely helpful to have a mature chargeback
process that enables charging clients based on their usage
expressed in business terms.
Conclusion
Progressive organizations across many industries have
adopted a product- or service-centric structure. Banks are
organized by bank products: there are deposit product
departments, credit card departments, and mortgage
loan departments. Each one is headed by an executive
responsible for the service quality and profitability
of his or her products. Large retail organizations are
structured by their offerings — for example, appliances,
men’s furnishings, and sporting goods — each led by a
responsible manager.
Likewise, progressive IT organizations have begun the
journey from an asset-based orientation to a service-based
orientation. Currently, IT organizations find themselves at
different stages in that journey. The journey is not simple,
but IT organizations that are beginning to emulate the
service-based structure of their parent companies are
finding that there are benefits to be had at each step
along the way. Leading practices are emerging that show
improvements in organizational flexibility, efficiency, and
customer satisfaction. It is now clear that the organizing
principles that have served businesses so well for many
years can be effectively extended to their IT organizations.

The 2013 CIO Compass

40

IT Capacity Planning —

Converting business strategy to IT reality

Authored by: Mike Habeck, Vic Soder, Jerry Wen, Eugenia Pastor, Arvin Ravisekar, David Becker, Manav Kumar, Sridhar
Prabhakaran, Junaid Shariff, Bernd Kamasi, Sagar Dumbre, and Yvonne Cheng
Examples of capacity issues that made the news
headlines (do not let this happen to you!)
In 2011, a large American retailer made headlines when
its online retail website crashed twice in a six-week period
due to demand exceeding computing capacity. In addition
to frustrating customers, IT was put into damage control
mode to prepare for the holiday shopping season.1
In 2012, a popular blogging site had a major outage
that was partly caused by its inability to accommodate
usage spikes.2 During the affected periods, the service
was working intermittently, causing users to utilize a
competitor’s site instead.
In 2008, on the last day for the taxpayers of a European
country to file their self-assessments, the tax authority’s
filing website crashed due to high usage. After the site was
down for several hours, the tax authority was forced to
extend the deadline.3 In 2012, the same tax authority had
another capacity-related incident when a new application
allowing taxpayers to calculate how much tax they owed
crashed hours after its launch due to higher than expected
demand.4

1 http://www.computerworld.com/s/article/9221221/Target.
com_s_second_site_crash_could_become_e_comm_nightmare

In 2007, the subscribers of a popular online game
experienced an outage starting on Christmas Day and
lasting nearly two weeks. The outage was caused by
higher-than-expected concurrent sign-ins. Subscribers filed
a class-action lawsuit against the game operator for breach
of contract and negligent misrepresentation.5
What is capacity planning and why should I care?
One of the biggest challenges facing a CIO is ensuring
that IT systems have the capacity to meet business growth
and deliver optimal customer experience on par or
better than industry competitors. This challenge is often
solved by adding “buffer capacity” — a risk mitigation
strategy to absorb variance in capacity projections. The
need to allocate buffer capacity typically results in either
overspending by over-provisioning the IT infrastructure
(often in the wrong areas) or underestimating the need
to do so and ultimately failing to meet the business and
customer demand.
Although there is a formal definition in the IT
Infrastructure Library (ITIL) and analysts such as
Gartner and Forrester are devoting attention to this
topic, capacity planning is often as much science as
it is art. The ability to combine existing information
from the business and technology sides into a
pragmatic analysis adds the science to the art of the
process.

2 http://www.huffingtonpost.co.uk/2012/07/26/twitter-down-millionsof-users_n_1705925.html
3 http://www.huffingtonpost.co.uk/2012/07/26/twitter-down-millionsof-users_n_1705925.html
4 http://news.bbc.co.uk/2/hi/business/7219718.stm

5 http://www.gamespot.com/news/
microsoft-sued-over-xbox-live-outage-6184323
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Capacity planning is the process of planning for sufficient
IT processing resources in a cost-effective manner to meet
performance goals and/or agreed service levels for business
operations. In addition to avoiding capacity-related
outages, a streamlined capacity planning process can
provide significant value to an organization by improving:
a) the alignment of IT investments to business imperatives;
b) transparency of IT resource consumption; and c) shifting
Its focus from “incident response” to “risk mitigation”
— all of which are key priorities for IT organizations.
To forecast and prepare for an organization’s future IT
processing needs, an efficient, repeatable, effective, and
agreed upon capacity planning process should consider
being established.
The benefits of a well-designed IT capacity management
planning process include providing business visibility into
IT capacity, encouraging proactive management of IT
infrastructure, optimizing aforementioned IT resources,
and improving collaboration and communication between
business and IT. Two leading practices should consider
being implemented to develop a more proactive capacity
planning process:
• Implementing an end-to-end process that starts with
a business forecast and drives the implications of that
forecast throughout the IT environment in a holistic way
• Engaging in fact-based capacity planning through
capacity modeling
Without this two-pronged approach, the impact of a
business initiative on IT is often nothing more than a guess,
and either requires massive over-provisioning, often in the
wrong places, or technological failure. By implementing
these leading practices, IT becomes a partner in the
successful implementation of a business strategy rather
than an impediment.

Implementing an end-to-end process: the “art” of
capacity planning
Typically, capacity planning is done within IT departments,
with little or no input from business departments and with
little or no proactive planning or communication. However,
at its core, capacity planning is about having an end-to-end
process that focuses on the following activities:
• Identify all critical stakeholder groups and formalize their
regular participation
• Understand the current environment — regularly report
on capacity consumption and availability
• Understand business and IT plans — regularly meet with
business and IT stakeholders to understand how demand
will change over time
• Assess the impact of demand on capacity consumption
— project capacity needs given business and other
requirements. Modeling or other fact-based estimates
should be used whenever possible
• Maintain a capacity plan — whenever a capacity shortfall is
identified, steps should be taken to explain the cause and to
address the shortfalls before they become critical gaps.
An end-to-end process in an organization will not be
successful without the relevant stakeholder participation
and planning assumptions (e.g., business plans for
expected growth, strategic initiatives). The first step in
implementing a process is to clearly identify all stakeholder
groups within the organization that play a critical role in
capacity planning and documenting their responsibilities.
Multiple stakeholders across the organization are
responsible for defining and executing the process. It is
critical to gain support and participation from the following
parties/organizations:
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Stakeholder

Responsibility

Capacity planning
team

• Manage capacity planning process: provide coordination and reporting as needed
• Act as liaison between business and IT owners and facilitate collection and distribution of
demand projections based on business forecasts
• Act as liaison between IT application and infrastructure teams to facilitate discussions on
demand versus capacity analysis
• Create and manage the capacity plan

Business team,
including key users

• Provide business demand projections in terms of an increase in business volume (e.g., calls
to customer care centers, web users, new clients, and customers)
• Receive regular updates on capacity planning progress and validate capacity readiness to
meet business projections

IT application team

• Receive business volume projections from business owners and convert to application
transaction projections
• Work with IT infrastructure owners to assess capacity impact from application demand
projections
• Implement new functionality and code changes and prepare to implement application
tuning to optimize resource consumption (if required)
• Sign off on applications’ ability to scale to support projected business volumes based on
performance and load-testing results

IT infrastructure team

• Receive and review application volume projections
• Identify required infrastructure changes to meet projected demand and add to the
capacity plan
• Implement infrastructure changes identified in the capacity plan
• Keep infrastructure inventory current after each upgrade

Although IT capacity should be driven by business activity, we have rarely seen communication between business
and IT regarding plans, business forecasts, strategic initiatives, etc. One important takeaway we have learned from
our experiences is that demand- and capacity-related insights from business and IT stakeholders must be codified to
understand and quantify the activities that generate IT demand. This formal mechanism to map business forecasts into
IT capacity is the cornerstone to our approach. For capacity planning to be successful, three perspectives should be
considered:
• Business: From this perspective, capacity planning focuses on understanding the requirements from business activities
and associated headcount, location, expected transactions, variability, and other related components. This includes
identifying and documenting existing business patterns of activity/forecasted business requests. Additionally, all agreed
upon service levels to customers/end users, whether formal or informal, need to be gathered and documented
• Services: From this perspective, capacity planning focuses on the core systems and transactions that support business
requirements. This includes identification of IT services that support business functions and validate business customer
usage (peak versus average use). Also, integration with incident and problem management processes happens as part of
these activities
• Resources or components: From this perspective, capacity planning focuses on IT resources (e.g., computing
environments, servers, and networks) being made available to support the service management requirements. This
includes identification and documentation of application and infrastructure profiles, application, and hardware life
cycles, server performance monitoring tools, and development of key reporting metrics/thresholds.
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A critical stage in the capacity planning process is bringing stakeholders (e.g., users, IT application owners, and
infrastructure owners) together to determine how much capacity is needed, in a transparent fashion that ties the
requirements from business, application, and infrastructure perspectives. Having a clear understanding of how business
demand translates to transactional requirements avoids the following situation:
Business: We had a severe outage in our core system last month. I hear it is capacity-related.
IT: Yeah, looks like the volumes were much higher than projected.
Business:	Really? The business volume projection was right on-target — monthly volume is expected to grow
by 30% compared to this time last year, and it was.
IT: But all that volume came in on the first three business days of the month — peak hourly volume grew by
100% year-on-year.

IT
Infrastructure
team

IT application
team

Business team

Capacity
planning team

Business: It is Its job to figure this out; IT missed this.

Coordinate and facilitate business and IT metric definition
and collection and creation of capacity plan

Select business and
application metrics
that drive
infrastructure
consumption

Validation of
projections
and closure

Provide business
projections and
actuals for
identified metrics

Translate business
projections and actuals
into identified
IT metrics

Analyze business and IT
volumes for impace on
infrastructure usage
and create a capacity
plan for any shortfalls

Understanding business activity and modeling application usage/demand based on business demand is one success factor
of capacity planning. Despite its importance, the activity of modeling application demand is often overlooked. In fact, the
ITIL models do not clearly define this effort. Application demand modeling is difficult, but omitting it is a major cause of
failure for capacity planning initiatives. A typical application demand modeling process is shown below:
With the help of application demand modeling, IT is now able to assess whether the existing environment is able
to accommodate the projected volume requirements. The result is a clear statement that IT will not only meet the
transactional volume requirements but will also be able to meet the business volume requirements. A comprehensive
process will involve analysis of the relationship between business volumes and transactional volumes. In the scenario
illustrated above, having an application demand model that looks like the example that follows would not only help
business and IT come to an agreement (through sign-offs) on volume projections but also the assumptions that IT uses to
derive the transactional volumes that correspond to business projections:
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Application X (example)
Description

• eCommerce website used by User Community X to post monthly orders; provides reports
on sales statistics and commissions

Business team, including
key users

• Provide business demand projections in terms of an increase in business volume
(e.g., calls to customer care centers, Web users, new clients, and customers)
• Receive regular updates on capacity planning progress and validate capacity readiness
to meet business projections

Stakeholders

• Business owner/key users
• IT application owner

Business cycles/key
recurring events

• Typically, 50% of each month’s volume comes in the last three weekdays.
During that time, hourly volume peaks at 7% of monthly volume

Business owner/key users • Jane Doe/…
IT application owner

• John Smith

Key business metrics and
projections

• Booked orders per month; concurrent users

Key IT metrics and
projections

• Transactions per peak hour

Assumptions and
calculations

• Based on analysis of January 2011 — June 2012 volumes:

• Forecast of metrics for upcoming 6-12 months, with sign-off by business owner
• Forecasts of metrics corresponding to business forecasts, with sign-off by
IT application owner
• Hourly transaction rate ≈ monthly volume x 7%;
• Peak hourly transaction rate ≈ December volume x 7%

To correlate and assess infrastructure needs with projected business volumes, IT typically relies on key infrastructure or
platform owners to answer two simple questions:
• Given the projections, where are my capacity constraints?
• How much extra volume can I take on before I am in trouble?
With the prevalence of highly distributed N-tiered applications running in virtual environments, IT is often hard-pressed
to gauge the available “headroom” of core systems in business terms (i.e., how many more users can the current
configuration accommodate?). The traditional mainframe based capacity planning techniques used in many organizations
fall woefully short in the types of environments found in many IT organizations today. To address this shortfall, we have
found success using a technique we call infrastructure capacity modeling, which uses statistical techniques to correlate
business forecasts with production infrastructure behavior to understand where there may be capacity shortfalls and take
action to address them.
Replacing gut instinct with fact-based infrastructure capacity modeling: the “science” of capacity planning
A common approach towards capacity planning today is to analyze resource utilization trends over time [e.g., central
processing unit (CPU), memory, and disk space] to identify capacity constraints. There are three problems with this
practice. First, this assumes past growth patterns will continue into the future rather than accounting for spikes that may
be in the business projections. For example, if there are seasonal spikes at the end of the year due to holiday shopping
or health plan enrollment, trending from the month before the traffic spike hits and the month after would not properly
capture the capacity needed. Second, in order to understand how well a system can take on more load as projected by
business, each of its components should be reviewed to see how the component is used and whether it, in turn, can
take on the required load. Third, an analysis of the entire system requires the analysis of its components, which may
be complex systems in their own right. Recursively analyzing the system in ever smaller chunks would again require us
to understand how their inputs drive capacity consumption or how their outputs drive consumption in downstream
components — this can be a very time-consuming task.
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Our approach, infrastructure capacity modeling, uses a
different technique towards capacity planning. Instead of
exploring the interaction between components in a system,
we identify the critical components and examine the effect
of user activity on those components. In other words, we
assume every component (e.g., load balancer, Web server,
application server, database, mainframe) in the system
consumes resources as a result of user activity or service
calls from another application to fulfill user requests; user
activity is the primary driver of resource consumption in the
system. This underlying assumption enables IT to correlate
business volumes with resource consumption of each
infrastructure component in the environment.
By asserting there is a definite correlation between the
business activity and resource consumption — especially
for systems with direct user interaction that experience
wax and wane during the day — we could establish a
mathematical function to project capacity consumption
based upon that correlation. For example, when the Web
server experiences more hits, the application server may
consume more CPU, memory, and thread resources; the
mainframe may similarly consume more microprocessor
without interlocked pipeline stages for related transactions.
By correlating Web hits with CPU on an hourly basis over
many days, we can understand how much CPU resources
are needed at target levels.
Below is an example of correlation between the number
of business operations performed and CPU consumed in
a hospital management package, using daily summary
data collected over a month. There is a high correlation

between the two sets of data (R-Squared > 0.8).6 Where
the system is able to scale linearly, the trend indicates
business activity can almost triple before the CPU
consumption reaches the 60% threshold.
Notice in the example how the CPU consumption is
correlated with the business volume. Using the business
volume metric (as described in the application demand
modeling section) allows us to express the component’s
capacity using terminology that is well understood
by business.
For shared components, we can correlate the resource
consumption against all upstream business inputs through
a multivariate regression.7 In order to create a careful model,
understandings of which particular inputs drive the resource
consumption are important. This helps us in calculating the
accurate projection of the resource consumption. Capacity
modeling provides insight into the available headroom for
infrastructure resources and allows us to identify potential
capacity shortfalls. Taken across all components of a system
or a portfolio of applications, capacity modeling can indicate
the weakest links (and potential points of saturation) in the
environment.
This technique is not perfect — there are at least two
scenarios for which the assumption above would not hold
true, and which therefore do not lend themselves to this
technique: batch processing, where resource consumption
occurs whether or not there is a correlation to a business
metric; and delayed/buffered processing, where user
requests are collected into a buffer and are run in a batchlike fashion. In that case, we may likely have to revert to

Application X (Node 1) CPU utilization

Average daily CPU utilization (%)

100
Critical CPU threshold – 80%

90
80
70

Warning CPU threshold – 60%

60

R2 = 0.8111

Capacity
headroom

50

6 R2 represents Coefficient of Determination, a statistical modeling
term. The value of R2 characterizes how well a regression line fits
against a set of real data points (e.g., historical resource consumption
and load). 1.0 indicates a perfect correlation and 0 denotes no
correlation. Typically, anything above .8 represents a strong correlation
and provides confidence that the future forecasts will be predicted
accurately by the model
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7 R2 represents Coefficient of Determination, a statistical modeling
term. The value of R2 characterizes how well a regression line fits
against a set of real data points (e.g., historical resource consumption
and load). 1.0 indicates a perfect correlation and 0 denotes no
correlation. Typically, anything above .8 represents a strong correlation
and provides confidence that the future forecasts will be predicted
accurately by the model
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Further, components do not necessarily scale
along a trend line indefinitely — there may be a
saturation point beyond which no additional user
activities can be accommodated. Unless directly
observed in a capacity incident/event, this point
can only be established through stress testing.

Server CPU utilization (%)

Average CPU utilization (%)

legacy techniques, such as time trending analysis8
to quantify capacity consumption. In the example
below, we see CPU consumption even when
there is no user-driven load. In this case, we have
to separate the data into two sample groups:
the well-correlated workload (projection = 46%)
and batch workload (projection = 140%). In this
example, the batch workload was discussed with
application subject matter leaders, who provided
insight on growth.
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Key considerations for defining the capacity planning process
When defining the capacity planning process, it is highly advantageous to isolate your priority applications early in the
process. Additionally, since no tool is robust enough to perform an end-to-end capacity planning process, IT and business
should collaborate on how to leverage existing toolsets to support the process.
Do not boil the ocean — focus on the big hitters
Modeling every resource within the IT organization can be a daunting and time-consuming task. It is important to
understand that you do not need to model everything; prioritization of important application components and resources
can be helpful. As one of the original capacity planners observed, “There are 50,000 parameters for which I can collect
data, but fewer than 30 really matter.” A simple matrix, which takes into account the available resource capacity
headroom and anticipated business volume/load increase, can assist in identifying the key infrastructure components that
need to be modeled.
Low volume increase

High volume increase

Ample headroom

Low risk — Spot check

Medium risk — Monitor, model if
impact is high

Little/no headroom

Medium risk — Monitor, model if
impact is high

High risk — Model

It should be noted that capacity consumption is heavily dependent on the application code itself. With each code release,
the model would have to be revisited. It may be the case that users are performing the same amount of work with
fewer clicks (business volume is constant, transaction count decreases, capacity consumption constant), or additional
functionality is being added that leads to additional CPU, I/O, or memory usage (business volume constant, transaction
counts constant, and capacity consumption increases). IT should monitor these changes and understand the root cause of
resource consumption changes.

8 Time trending analysis refers to a statistical technique that reviews samples of a time-series variable to project its value at a later point in time.
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Can I not just implement a tool and be done with it?
Unlike other IT processes such as incident management or
solution development, capacity planning typically does not
have a robust toolset. In our experience, a collection of
tools is needed to support capacity planning by performing
the following functions:
• Give a view of the resource consumption and the available
capacity of the resources in the environment
• Capture business/IT plans for how the demand will evolve
• Assist in modeling key components so that capacity
consumption can be projected at different loads
• Vet and confirm key assumptions regarding schedules,
growth, and functional change amongst stakeholders
• Maintain an action plan for addressing capacity shortfalls
in the future
Although there are vendor tools that perform “capacity
planning,” these are mostly tools that warehouse capacity
consumption data. They give a view of “what is going on in
the environment,” but little help in managing the process,
understanding upcoming business and IT plans, and do not
perform infrastructure capacity modeling as described earlier.
No tools will determine your demand forecast for you, and
very few of them will determine the relationship between
business drivers and the IT resources consumed. There are
enterprise architecture tools that maintain the component
makeup of key applications, but do not give a capacity view

of these components. Finally, there are systems management
applications that maintain an inventory of all components in
the environment and summarize runtime statistics but usually
cannot correlate them to business activities. A robust capacity
planning function requires an orchestration of these tools plus
collaboration with the business and application development,
as well as reporting and project management tools to help
manage the process.
Conclusion
Effective capacity planning does not occur by chance — it
requires a well-designed end-to-end process that brings
together all the key stakeholders and provides a common
language and mechanism to map business activity into IT
capacity. Capacity planning is becoming more important
as the business environment continues to become more
dynamic and resource needs are no longer predictable
using historical trending. Application demand modeling
requires an investment up front to understand the key
metrics needed to quantify volumes and an ongoing effort
to collect and validate actual and projected volumes;
capacity modeling depends on obtaining business activity
and capacity consumption data from production. Inclusion
of application demand modeling and infrastructure
modeling makes the process conscientious and businessaligned, resulting in proactive risk mitigation rather than
reactive incident-response.
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IT Management —

Using an “affordability-driven” approach
to applications portfolio management

Authored by: Scott Rosenberger, Shomic Saha, and Andrew Garcia
Ambitious plans
A Fortune 100 Company undertook a significant
application rationalization effort to address the large-scale
proliferation of “legacy, hard to maintain” applications
within its environment. There was clearly a pressing
problem with regard to the applications landscape — for
many business capabilities (e.g., customer relationship
management), there were several duplicative applications
that provided similar capabilities. Further, the rapidly
increasing costs to maintain these duplicative applications
consumed more and more of the budget leaving precious
little for new capability development or technology
innovation.

This is the classic IT affordability dilemma that many
organizations face — as more applications are added
to meet the needs of the organization, less investment
is available for business capability enhancement and
technology innovation projects.
Figure 1: Trend of maintenance and enhancement spend

Application spending
(today)

20%
50%

50%

This paper describes a pragmatic approach to address this
problem without taking recourse to traditional, risky, and
expensive big-bang application rationalization approaches.
The affordability dilemma — application portfolio
management
The case study above is typical of the situation found in
many IT organizations, where a disproportionate amount of
spend is spent on maintenance and support of the existing
legacy application landscape. Figure 1 (Trend of Applications
Maintenance and Enhancement spend), shows how the
spend patterns typically change over time. The pie chart
on the left depicts an IT organization that is spending 50%
of spend on new capabilities and 50% on applications
support and maintenance. But over time, as new capabilities
are added into the environment, the expense required for
application support and maintenance increases steadily —
to a point where roughly 20% or so of the applications
budget gets spent on new capability development.

Application spending
(future)

80%

Enhancement spend
spendIT gets put under severe pressure
As aMaintenance
consequence,
to support the business with new capabilities — but
with limited budget available for new development.
Thus, out of little choice, IT organizations are forced
to find disruptive and risky ways to reduce the burden
of the applications support and maintenance spend. A
typical approach is to utilize a “big bang” applications
rationalization exercise.

“Big bang” application rationalization falls short
The traditional “big bang application rationalization”
approach focuses on inventorying the application
landscape, understanding the overlap of capabilities and
cost of ownership of these applications, and developing
“rationalization plans” based on this information.
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Typically, these plans constitute large-scale changes in
the applications landscape accompanied by significant
applications project spend.
However, in practice, these large-scale application
rationalization efforts run into many challenges, including:
• High project costs due to the level of effort required
• Significant pushback from business stakeholders since
there are few visible business capability benefits from
these large-scale efforts and
• High risks due to the complexity of replacing/consolidating
several complex applications at the same time.
These challenges reduce buy-in from the business
ultimately reducing the chances for success. Harking back
to the Fortune 100 Company mentioned before, the
company followed a “Big Bang Application Rationalization”
approach. However, after spending significant time selling
the concept and the resulting projects to the business,
stakeholder buy-in was not achieved, and the effort had to
be abandoned. A different approach was clearly needed!
So what can IT do to better manage the application
portfolio and develop a more pragmatic
modernization approach?
Using a more graduated approach to application
portfolio management
We suggest following a more gradual and iterative
approach instead of the “big bang” described earlier.
This approach involves periodically assessing the strategic
and tactical application needs of the organization and
balancing those needs with the need to streamline the
portfolio over time.
The more graduated approach of application portfolio
management calls for IT to “cast a wider net” and look for
opportunities for simplification as new business capabilities
are implemented. An example could be by satisfying the
need for significant reporting solution enhancements
through implementation of a broad Business Intelligence
suite, that could serve a wider audience, and in parallel,
sunset other reporting solutions as well. A win-win for
both the business as well as IT!
Once IT becomes accustomed to incrementally providing
new capabilities while at the same time rationalizing the
legacy portfolio where it makes sense, then it can avoid
having to perform another “big bang” rationalization. Ever!

Strategies for the new IT modernization approach
The graduated approach requires a new way of thinking
for IT where enhanced governance processes, innovative
technologies and different architectural thinking need to
be leveraged to rationalize IT spend in the multi-platform
environment.
Four basic strategies have been identified from various
successful case studies and are described below. The trick
is to utilize a combination of these strategies to create
the right conditions for successful application portfolio
management.
1. Demand management — Modifying governance
processes so that the right projects make it into the
pipeline — the “right projects” are those that balance
the need to deliver new capabilities with some cleanup
of the legacy environment
2. Service-oriented agile architectures — Adopting
new architectures and standards that allow for quicker
and lower cost application development while building
intrinsic enterprise capabilities for the future
3. Technology innovation — leveraging new
technologies (for instance, server virtualization or cloud
computing) to improve capabilities and services while
reducing cost
4. IT chargeback — utilizing measures to truly understand
and charge-back the cost of supporting and maintaining
legacy technologies and applications
The following sections describe in greater detail as to how
these strategies can be used to streamline multi-platform
applications environments.
1. Demand management
An important technique for portfolio rationalization
is to modify IT governance processes to ensure that
there is a steady stream of portfolio rationalization
opportunities that are fed into the demand management
stream. While those opportunities certainly provide
significant business value, they should also be prioritized
via parameters that take into account their ability to
streamline and modernize the application portfolio. We
might also suggest creating a spend portfolio called
“IT modernization projects,” which would contain a
pool of funds dedicated for that purpose. The essence
of this strategy is that the organization sets aside
some IT modernization spend so that rationalization
opportunities can be acted upon in conjunction with
new capability development.
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Portfolio return feedback
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2. Service-oriented agile architectures
Another strategy to improve application portfolio
management is to fully embrace an enterprise
architecture that supports reusable services (i.e., ServiceOriented Architecture — SOA). One approach could be
to develop services as the opportunity arises instead of
creating full-fledged applications. Another approach
could be to proactively look through the application
portfolio and select key applications to be disassembled
into services. Over time, certain services become more
popular, and they might be prime candidates for reuse
in future enterprise applications and be designated as
enterprise services. As these enterprise-wide services
are adopted and leveraged, they create opportunities to
replace legacy applications (or part of these applications)
with these new services.
Thus, over time, the legacy applications are “hollowed
out” or replaced as enterprise reusable services can
now be used instead — leading to a simpler application
landscape.
Figure 5: Typical service oriented architecture

Figure 4: Decision making process for cloud enablement
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3. Technology innovation
The third strategy that we discuss is the use of
technology innovations like server virtualization or cloud
computing to streamline landscapes. Similar to demand
management, a process can be followed to assess the
suitability for business capabilities to be delivered via the
cloud to broader organization-wide users — and thus
allowing for the retirement of several point solutions.
Many organizations are seriously considering Software
as-a-Service (SaaS) cloud applications for capabilities
such as HR, Finance, Supply Chain Management, or
even email, as viable alternatives to packaged or custom
software development. As the figure below shows,
decision criteria for cloud enablement can be developed
that align with the current needs of the business, while
streamlining the applications landscape and reducing
the spend on maintenance and support of these
applications.

IT Services portfolio

Figure 2: Demand and portfolio management interconnection

Typical applications that could be considered for cloud
enablement have some of the attributes listed below:

Service
management

• Low to moderate application criticality
Process integration
Infrastructure
Enterprise
service bus

• Minimal to some interdependencies on other
applications or data sources
• Low to moderate bandwidth requirements
• Low number of internal users with low latency needs
or

Data

• Low/moderate SLA requirements
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Figure 3: Chargeback used to minimize legacy applications

Technical connection
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1. Systems are valuable to the business and must be maintained
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projects should aim at limiting risk to the business

Low

3
Candidates
for increased
chargeback
rates

3. Systems have low business value and are in poor technical condition:
investments should be minimized, and the systems considered
for refinement

2

Low

4. Systems are of limited business value: consider repositioning
them or retiring them
High

Business value
4. IT Chargeback
The final strategy we discuss here uses financial
chargeback changes to support application portfolio
governance efforts. It is suggested that fixed
amortization schedules/change schedules (e.g., 5
years or 7 years) should be built in at the onset of
new development of business capabilities. Typically,
applications and solutions that go beyond these
scheduled time frames start to eat into precious
development resources, knowledge workers, and
support staff. It is for these situations where a set
of chargebacks can be instituted for supporting and
maintaining these legacy systems.
The figure below shows an evaluation method for such
applications. Applications that are not in the upper right
quadrant offer to some degree less business value and/
or more technical risk. Therefore, increased chargeback
can be used to account for the real cost of maintenance
of these applications. In addition, decreased agility of IT
resulting from those applications should be accounted
for by the chargeback as well.

We note that chargeback can occur for both the
run and the change aspect of these applications. For
example, if there is a project for a legacy application
that requires legacy programmers (e.g., COBOL or IDMS
resources), they could be provided at some multiple of
cost for low criticality changes.
Ambitious Plans — Revisited
The Fortune 100 Company changed its approach
and instead adopted a more graduated approach to
Applications Rationalization. The IT organization crafted
an approach involving Service-Oriented Architecture and
Server Virtualization along with associated IT governance
and chargeback changes — that are now helping to
gradually modernize the IT landscape. The business
stakeholders are actively supporting this approach and are
thrilled with the results that they are seeing.
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IT Governance —

Taking an EA-driven approach

Authored by: Dan Spar, Jason Brewer, Alyssa Gaughen, and Matt Orbin
Introduction
Organizations face tremendous pressure to improve
operating efficiency while simultaneously adjusting to
changing business drivers and economic forces. Investment
and project decisions need to be governed in an efficient,
structured, and rational manner in order to promote the
organization’s success. IT governance specifies the decision
making domains, authority, and accountability, which
support rational IT funding prioritization, design, and
execution activities. Simply, governance answers the “What,”
“Who,” and “How” with regard to decision making:
• What decisions require formal management?
• Who is responsible and accountable for making IT
decisions?
• How are these decisions made and monitored?
Many organizations struggle to define an objective
governance process that facilitates proper investment
control and technology guidance while still remaining
agile enough to keep critical IT initiatives moving quickly,
effectively, and efficiently. As organizations’ reliance on
IT has grown over the years, so has the importance of IT
governance.
In this article, we illustrate how EA and a five-step
governance workflow that incorporates practices and
leverages the artifacts produced by the EA capability can
help organizations make more effective and efficient
decisions. EA-enabled governance assists organizations

in making methodical project investments, maintaining
project direction and scope, and abiding by corporate
standards, principles, reference models, and strategic
plans. To bring context to this discussion, we will use a
case study for a fictitious organization, Rural Valley Health
System (RVHS), to outline some of the common challenges
organizations face with governance.
Rural Valley Health System
RVHS is a mid-sized hospital system serving an area
undergoing rapid development and population increase.
Having been the health care leader in the region for several
years, RVHS executives recognized that an aggressive
strategy was required to maintain its top position in the
hospital system market space. After weighing various
options, RVHS decided to merge with other top local health
care providers to secure its high ranking and also meet the
needs of an expanding customer base.
A company merger does not only result in increased
company size but an expanded IT portfolio and
increased IT costs. To address concerns over the steady
rise in IT-related spending, the RVHS CEO identified
the company’s top priority goal: reduce IT operating
expenses by 20% over the next five years. Soon after
this announcement, RVHS hired a CIO with a history of
achieving budget reductions and facilitating large-scale
IT transformation to shepherd this change and make the
budget reduction a reality.
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While the CIO assessed RVHS, it was noted that one of
the mergers acquired a mature EA practice. The CIO also
noted that the EA practice was not being leveraged to its
fullest, notably in the governance process. When it came to
governance, the CIO found several pain points, which would
make the top priority goal of cost reduction unachievable:
• Burdensome process — When preparing a new
project request, project managers and their staff must
currently sift through a large amount of broadly worded
documentation. They then spend a considerable amount
of time compiling various documents and completing
lengthy checklists that often contain several items
unrelated to their particular function. Architecture Review
Board (ARB) members then dedicate a lengthy period of
time reviewing and rendering a decision based on the
nonstandardized materials
• Governance throughput — The current governance
process already has difficulty with the number of project
request packages submitted. It is anticipated that the
CEO’s latest priority, operating expense reduction, will
increase the number of requests, meaning the problem
will only get worse. The governance bottleneck also results
in many program managers finding ways to push their
project requests through the governance process without
the ARB having time to fully review the package contents.
Some managers even bypass the process altogether
• Powerlessness to reject — Even when a project request
is reviewed, ARB members feel they lack the appropriate
authority to reject a funding request. Without proper
evidence and support for a project rejection, rejection
decisions are difficult to defend. At times, project managers

EA Team

EA artifacts:
standards, diagrams
catalogs

present their cases directly to senior management in
an effort to have the ARB decision overturned, further
undermining ARB’s decision making authority
Governance improvements
To meet the RVHS CEO’s operating expense goal, the CIO
recognizes the need to put a greater emphasis on portfolio
planning, enterprise standards, and future state definition
of the technology landscape. The CIO decides to give the
EA team a greater role in the governance process. The EA
team had been describing the structure of the organization’s
processes, information systems, personnel, and structure
to show alignment with the organization’s objectives and
strategic direction. The artifacts produced over the years
include common standards, reference models, current and
future state architectures, and transition plans, which serve
as valuable resources for governance boards and project
teams. Figure 1 describes how EA and governance work
together to enable decision making.
By adding an EA Team to the organization’s IT governance
process, the project team and governance boards are
able to utilize the EA information, such as the standards,
reference artifacts, and future state architecture, for project
requests and subsequent decisions. At the front end,
the project teams can rely on EA artifacts to build their
project requests. This reduces the effort associated with
creating a project request and increases the likelihood
that the package will be aligned with the organization’s
future state. On the back end, the Governance Board will
review project requests with a clear understanding of the
organization’s EA artifacts outlining the organizations
present and future state.

Project teams

Approved updates
Governance
boards
EA Repository

Data: locations,
servers, org units

Operational
teams

Current standards, reference artifacts,
future state architecture, transition plan
and additional analysis
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In many organizations, project requests are immediately
sent to the governance board. Organizations may improve
their project process by implementing the five-step
governance workflow. The workflow involves many of
the existing practices being performed by the EA team
while leveraging the artifacts already being produced. This
workflow helps organizations follow a specific governance
path in terms of required deliverables, committees, reviews,
endorsements, and executive approvals. It also helps
improve project requests prior to Governing Board review.
Figure 2 — Five-Step Governance Workflow

The five-step governance workflow is described below:

1) Identify: Projects are identified and defined
through a strategic planning process

2) Define: A project narrative is created and each
project is classified by criticality and complexity

3) Prioritize: Projects are assigned to the IT
portfolio with priority based on ranking criteria
4) Road map: The specific governance path for
each project in the IT portfolio is determined by a
classification review
5) Govern: Each project in the IT portfolio moves
along its designated governance path with
scheduled governance reviews

Step 1: Identify
The first step in the governance workflow is the
identification of IT project requests that may have significant
impact in terms of funding, resources, technological
integration, and deployment. The EA team will perform
an initial impact analysis on technological integration and
deployment by leveraging knowledge of the organization’s
standards, reference models, current and future state
architectures, and transition plans while understanding how
change reverberates through the enterprise. Due to the
knowledge and tools that the EA team possesses, the initial
impact analysis will be quick and valuable.

Step 2: Define
After IT project requests are identified, improve the project
definition through a project narrative supported by EA
artifacts. The project narrative provides a summary of
the purpose, scope, and value of the intended project,
enabling subsequent classification of the project for review
and prioritization. The EA team will provide support to
holistically describe the project and where it fits within the
organization from a business and technological perspective
by leveraging reference models, architectures, and
transition plans.
Step 3: Prioritize
Once the projects have been properly defined, perform a
project classification, which:
1. Clearly and objectively identifies projects that are likely
to have a major impact at an organization
2. Enables the governance process to be scaled
appropriately to the magnitude and impact of a
particular IT project
3. Aids in IT risk management
The IT project classification portfolio provides overall
visibility to the organization’s IT leadership of the key IT
investments the organization is undertaking. Projects are
classified based on business value, complexity, and risk.
Certain projects that are low risk may not require the use
of the full system development life cycle, and are governed
on the basis of successful completion. Each project risk
category provides a measure of determining project risk,
complexity, or scope. When risk categories are ranked
(high, medium, low), a risk score is generated that provides
a benchmark for governance configuration.

The 2013 CIO Compass

55

Step 4: Road map
Once the project requests have been defined and prioritized, the requesting project manager will have a better
understanding of the risks, costs, and other project characteristics. The next step is to determine the governance
configuration or in simpler terms the “path” for the project request to follow through the governance process. As seen in
the Figure 3, after the project characteristics have been identified, stakeholders are able to determine how heavy or light
the project request’s governance process should be.
Figure 3 — Project Governance Configuration
5) Project manager informs project owners
and stakeholders of the decision

1) Project manager reviews all project
characteristics, particularly the risk score

3) Project manager proposes
governance path

Risk

Resources

Complexity

4) PMO director reviews proposal
and approves or revises

2) Project IT team and business SMEs
collaborate with project manager to
interpret project characteristics

6) Project manager equips the project team
with the required process and templates

Step 5: Govern
Based on the governance configuration identified in Step 4, the project request then enters the govern step of the
workflow. Since the IT project classification determined a governance “path” based on project characteristics, the govern
step is more efficient allowing the governing body (i.e., ARB) to focus on making effective decisions. To enable effective
decision making, the governing body will use the preexisting EA artifacts to provide a clear understanding of the Business
and Technology Architecture to base their decisions. Figure 4 shows the activities once a project request is packaged and
sent to the govern step of the governance workflow.
Figure 4 — Project Governance Management and Governance Gates
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The results
By implementing EA-enabled governance and the five-step
governance workflow at RVHS, the CIO has set the
organization on a path to achieve the CEO’s stated goal
of reducing IT operating budgets by 20% over a five-year
period. Leveraging the EA capability broadened the
understanding of portfolio planning, enterprise standards,
and the future state of the technology landscape among
the various project teams. Additionally, creating a
standardized governance workflow with standardized
inputs and outputs eliminated several barriers to
understanding the overall governance process throughout
the enterprise. Immediate improvements from the new,
more efficient and effective governance process at RVHS
includes:
• Reduced burden — Both project managers and ARB
members benefit from a reduced burden by using
preexisting EA artifacts in their investment request
package. Project managers realize time savings by
leveraging preexisting EA artifacts, instead of recreating
complex architecture diagrams, matrices, and
documentation for each project request. ARB members
realize time savings simply by being accustomed to the
standardized architecture artifacts being reviewed.
• Increased throughput — Improved governance using
EA and the new governance workflow increased the
throughput of decisions by improved project definition,
prioritization, and best-fit road map for the project
request. Low-risk, low-cost project requests will avoid
some gates within the governance process, while
high-risk, high-cost requests will be subjected to more
governance gates.
• Improved decision making — By utilizing EA artifacts to
base decisions, ARB members have the standards, future
state architecture, and strategic IT road map required

to perform a proper assessment of project requests.
Armed with this information, the ARB can render an
authoritative acceptance or rejection decision, based on
architecture facts, which is difficult for project managers
to dispute.
• Better quality project request packages — Having project
managers work directly with the EA group increases the
quality of the project request packages delivered to the
ARB for review. This improvement stems from the project
managers being more knowledgeable about the future
state and strategic road map of RVHS.
The bottom line
Many organizations today have a proliferation of
applications, in-flight projects and initiatives, and IT
spending challenges. Reining these in is a challenge
under normal circumstances, but it becomes a nearly
impossible task without a solid governance program in
place. By leveraging the EA capability to add structure and
objectivity, EA-enabled governance assists organizations
through day-to-day procedures and also through vast
business changes and application transition. It focuses
on organizations’ current capabilities, objectives, and
determined procedures to reach their end goals. Through
development and application of a decision making process,
organizations are given clear direction to make effective
business decisions and investment choices. Redundancies
are reduced, resulting in decreased operating costs. The
positive outcomes go far beyond informed monetary
decisions and financial gain. EA-enabled governance also
results in improved business quality. Organizations are
given the opportunity, through this medium, to strengthen
their project portfolio, enhance interoperability, increase
efficiency, and develop timely decisions consistent with
their defined transformation direction.
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IT Management —

Modernizing “IT footprint” through
business-driven applications rationalization

Authored by: Tom Gauthier
Overview
Main drivers for rationalization
Application rationalization has two key drivers: IT cost
reduction and business capability modernization. As many
companies travel through their multi-decade journey
of business transformations and M&A, an excessive
number of applications, functional redundancies, and
interdependencies usually appear. As the application
portfolio becomes more complex, the application
maintenance and enhancement costs can skyrocket.
At the same time, as an application’s backbone
technology ages, it will adversely affect the additional
business capabilities that could otherwise be benefited
by leveraging modern technology and business agility
due to long development life cycle caused by outdated
technology and lack of knowledge on the legacy system.
In these situations, application rationalization may be used
to streamline, or rearchitect, IT applications to achieve cost
reduction, while modernizing the application portfolio to
increase efficiencies and reduce complexity.
Market overview
In most situations, companies seeking to identify
opportunities for IT cost reduction. IT spend growth is
projected to slow to 5.5% in 2012 (Source: “Global Tech
MarketOutlook 2012 To 2013,” Forrester Research, Inc.,
September, 2012). This IT spend is far below the 11.5%
seen in 2011, which indicates CIOs will increasingly
look for better utilization of existing IT assets to support
business growth.

As the $500-plus billion global market in software
expenditure brings spotlight to software as the largest
area within IT spending (approximately 25% of total IT
spending), CIOs will target applications as a major source
for cost savings, thus creating a huge market for potential
application rationalization initiatives.
EA framework and Deloitte’s analytical approach
Align business — IT capabilities
Rationalization is effective when the business is engaged to
define the future capabilities needed. This typically begins
with an applications strategy project, which will define the
business vision, objectives, and strategic imperatives. From
this effort, the business capabilities can be defined and can
adjoin to the IT capabilities that need to be delivered. This
coupling of the business capabilities to the IT capabilities
provides an alignment and understanding to allow the
business to define the applications and architecture that
may be better suited to fit the business needs.
Too often companies purchase or inherit applications
without fully understanding the capabilities available in
the software, or if the software duplicates available IT
capabilities.
In a recent case study, a business unit purchased a cloudbased customer relationship management (CRM) package
without the knowledge of IT, moved from a demonstration
mode to an actual production environment. Months later
as the VP of IT was tasked to improve the CRM capabilities,
it was discovered that the organization had two very
capable solutions. One cloud and one on-premise. As you
can imagine, this situation is not unique and adds costs
and complexity to the EA.
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Figure 1 illustrates a framework that can help to
communicate with the business the need to understand
the connection of business capabilities to IT capabilities.
Leveraging this framework can typically highlight the
possibility for a less complex application portfolio, while
still delivering the business imperatives.
In addition, the use of this type of framework helps
organizations avoid “forced rationalization.” When IT
begins from an EA layer to force rationalization, the
business will typically rebel. Clearly identifying the
available or required IT capabilities aligned to the business
capabilities provides an aligned delivery model.
Analyze the application portfolio
After the business capabilities are analyzed with gaps
identified, the current application portfolio needs to be
assessed to identify the gaps in technology capabilities
in order to support the future state business capabilities.
In order to rapidly capture the application portfolio, a
tool needs to be used that can be easily deployed and

can gather information that aligns with the application
strategy. Gathering of application information has to go
beyond a simple IT “bottoms-up” inventory. One should
include a business performance component, an expense
component, and IT details to truly understand the potential
rationalization candidates. Market-available software
packages along with some Excel-based tools can provide
the structure to gather the needed information and to
construct the layers of the as-is EA.
After the capability alignment, application portfolio tool
can be used to clearly define applications that should
be used to find candidates for retirement, candidates to
monitor and maintain, and candidates that need either IT
or business adjustments to meet the business needs. Figure
2 illustrates a recent application rationalization project
where some applications/tools were found to be lacking
in capability and had a low value return financially. The
assessment also showed applications that the business felt
were meeting needs but clearly need to be replatformed to
meet the IT strategy.

Figure 1: “Business-IT Capability” Framework
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Figure 2: application portfolio assessment matrix
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to deliver more business value.

Low

Technical quality

Poor

Excellent

Figure 3: EA simplified

EA frameworks and tools enable evaluation of the
effectiveness of the current application portfolio in
supporting current/future business capabilities and
identification of gaps, overlaps, and misalignments.
Additionally, leading practices in EA-driven application
rationalization allow organizations to reach modern
architectures, simplify sooner, reduce costs, and enable
greater security and disaster recovery coverage.
The EA framework facilitates the alignment between IT and
business capabilities by providing a broad set of tools to
analyze the gaps between current and future state for both
business and technology. The alignment starts with a gap
analysis of business capabilities, which is supported by a list
of artifacts for both the current and future state (Figure 3).
By leveraging EA models to define and analyze the current
state and future state business operating model as well
as the alignment of business capabilities to applications,
we can establish a reference point for the target state
application portfolio.

Milestones

Technology

Business

Current state

Future state

•
•
•
•
•
•

Concept of operations
Capabilities
Stakeholders
Processes
Transactions
Business (conceptual)
data model
• Standards + Standards
evolution

•
•
•
•
•
•

Applications architecture
• Logical applications
• Logical applications interface
• Physical applications
• Physical applications interface
Data architecture
• Data dissemination diagram
• Logical data model
• Physical data model
Technology architecture
• Platforms and
infrastructure diagrams

Technology options
1. _______________________
2. _______________________
3. _______________________
...

Concept of operations
Capabilities
Stakeholders
Processes
Transactions
Business (conceptual)
data model
• Standards + Standards
evolution

The transition from today to the target state should align
the three layers of the EA (Applications, Middleware/
Database, and Infrastructure). Too many times IT examines
rationalization on one dimension and creates additional
cost on other dimension(s) in the EA to meet the IT
capability. To support the IT examination, a detailed list of
artifacts is also suggested to cover the three dimensions
(Figure 3).
Deloitte’s rationalization life cycle framework
Application rationalization should be done in concert
with the development and deployment of a reengineered
application management operating model. The initial
benefits of application rationalization run the risk of being
reduced over time, unless well-defined processes are
established to prevent future application redundancy and
duplication.
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Figure 4: EA road map
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The framework below can provide a consistent model to launch and retain a rationalized applications portfolio that can
meet the business and financial needs of the business.
Complications/key success factors in execution
Application rationalization is a key lever in reducing IT costs but can be a complex undertaking.
There are four important factors that typically add to the complexity of application rationalization efforts:
• An ungoverned application portfolio — Allowing application investments outside of the visibility of IT can severely
increase cost and complexity of the delivered IT capabilities
• Siloed application architecture — Leads to more of an increase in the layers of the EA and increased cost in
application integration
• Organizational inertia — Allowing specific lines of business to overwhelm the EA and the application landscape can
lead to a breakdown in common solution building
• Low-cost alternative bias — Short-term financial goal attainment makes long-term capital investment decisions a
difficult proposition

Figure 5: Rationalization life cycle

1) Undertsand
environment and
establish PMO

2) Define
approach

8) Govern
the application
3) Compile
portfolio
current
information

4) Analyze
portfolio
Business and IT alignment
Planing and post-strategy rationalization phases
Execution phases

7) Monitor
application
portfoliio

9) Manage
project
portfolio

10) Implement

11) Operate

6) develop
sequenced
roadmap
5) Conduct
application &
license spend
analysis
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The EA frameworks and approaches have been evolved
and demonstrated successfully through many client
engagements. In one example, we assisted a large banking
client through an application rationalization process of
over 1,300 applications. The initial rationalization study
focused on 400 applications that identified over $75
million in annual savings through a rationalization of the
three EA layers while retaining critical business functions.
This focused effort led to a full deployment of the
rationalization framework.
Many large organizations, particularly those that grew
through M&A, find themselves challenged with an
overwhelming portfolio of applications. At the same time,

business users are insisting on more applications and
capabilities. IT should to be responsive to this dilemma and
a well-defined rationalization framework in conjunction
with a sound EA can provide the structure to allow
modernization in the portfolio while meeting the increasing
pressure of cost control.
Leveraging the top-down, business-driven approach to
application rationalization described enables streamlining
the application portfolio and a corresponding reduction of
application license and support costs. As noted, this can be
accomplished though the analysis driven by EA frameworks
and methods to determine application portfolio efficiency
while still delivering the needs of the business.
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ERP Implementation —

Maximizing ERP value through effective
people and change management

Authored by: Elaine Loo and Michelle Pugh
Large-scale technology-enabled transformations are high
priority, high cost, and high visibility investments. These
factors are underscored by the ability of the organization
to sustain the solution post-deployment. The success of
the sustainability effort revolves around three areas: the
effectiveness and usability of the technical solution, the
simplicity and alignment of new processes to business
needs, and the ability of the people to manage and
maintain the application post-implementation. There are
countless strategies an organization may use to ensure
the technology solution is built to defined specifications,
deployed seamlessly to the business, and sustained from
a process and technology perspective. But the people
considerations of the transformation are not usually met
with the same rigor. While change management is an
important aspect of any large-scale implementation, e.g.,
user adoption strategies for new process and systems,
organizations often neglect to look inward and manage
the people aspect of the enterprise resource planning

(ERP) transformation team. The performance and careers
of the people who sit on the project team need to be
actively managed, as these have larger scale impacts
on information technology (IT) and the business as the
program winds down.
It is, typically, at the end of the implementation when the
organization realizes that there are valuable resources that
are no longer needed on the project team and begins to
focus on the people aspects of the transformation. It is
at this point, when organizations that have not answered
critical questions throughout the preparation and
execution phases of the implementation, are faced with a
number of challenges.
The common challenges and issues, jointly owned by CIOs,
human resources (HR), and business leaders, are described
in the table below. We believe that if an organization has
proactively addressed these questions throughout the
program life cycle, the challenges could be avoided.

Table 1: common challenges faced by cios, hr, and key business leaders

Challenge
The CIO is left
“holding the
bag”

Description

Challenge averted if solved for

CIOs are accountable for the success
• How do we estimate accurate project staffing to offset
of the project. Once it has come to
numbers of employees leaving the business?
a close, they are left to deal with a
• How should the project team be structured to enable
very large team of IT and business
effective design, development, and delivery of the solution?
resources, which they do not have the
• How should the IT organization be structured to enable
budget or headcount to maintain.
sustainability of the solution?
• How should the affected functional areas be structured
to optimize the process and technology changes resulting
from the ERP?
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Challenge

Description

Challenge averted if solved for
• How will project-related resources be managed
post-implementation?
• How do project resources, once off-boarded, get
appropriately reintegrated/transitioned back into the
business so IT is not responsible for them?

Employees
want out

By the end of several deployments,
project team resources become
fatigued and overworked. This is
compounded by the lackluster appeal
of providing ongoing operational
support to the business for the
system.

• What rewards and incentive programs will help retain top
talent?
• What career development opportunities exist to motivate
and improve employee morale?
• Is there a clear process for how goals are set and how
performance is measured?
• Has a clear career progression path been communicated to
employees?

Employees
have been
replaced
or become
obsolete

The transition of “loaned” resources
from the business to the project team
creates a need for backfilling vacant
positions or learning to do without.
Without the proper strategy in play,
the majority of these resources may
be displaced when the project ends.

• How do we generate commitment from business leaders to
stay connected with and invested in their “loaned” project
team resources?

Employees
lose the skills
that made
them strong

Functional resources have been “out
of the market” for months, maybe
years, focused on building and
deploying a technology solution.
They have focused their attention on
building the technical skills needed
for project success and not placed
emphasis on developing the requisite
skills that made them successful as a
functional resource.

• What capability development methods will enable project
team resources to stay current in their functional area of
expertise?

• How can the function plan for returning employees?
• How can we best use these employees now that they have
gained new skills and knowledge?

• What career advancement and promotional opportunities
exist for employees who have been asked to play a stretch
but nontraditional role?
• What career path and/or career counseling support can we
offer these employees to continue to help them excel in
their career?
• Are there continuing education opportunities available for
resources dedicated to the project team?

HR is not
ready for the
reintegration
problem that
lies ahead

The CIO and the business leaders are
looking to HR to solve the staffing
challenges (i.e., find positions in
the organization for project team
members rolling off the project). HR
will not be prepared to balance the
requirements of the organization and
availability of open positions, while
considering individual capabilities,
career goals, and aspirations.

• What measures can we put in place to anticipate the “roll
off” of these employees?
• How do we balance the employee’s career interests with
the needs and budgetary constraints of the business?
• What reintegration or transition plans are needed to ease
the employee’s transition back into the business?
• What do we do with employees who no longer have a
home?
• When should reintegration discussions with the employees
begin to take place?
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Challenge

Description

The project
team has been
trained for the
street

As the implementation nears an end,
organizations face a mass exodus of
employees to external opportunities.
Once employees realize they no
longer have a home to go back to
once the project is over, they decide
to jump ship. This loss of resources
may come at an inopportune
time, putting the technology
implementation at risk because of
the loss of valuable knowledge and
skills. It, ultimately, could result in the
inability to deliver the solution.

Challenge averted if solved for
• What contingency plans should be put in place to
proactively plan for critical resources leaving the project?
• How do we estimate when attrition nears numbers that
begin to create risk to the project?
• How do we transfer knowledge throughout the project so
no one resource holds all the knowledge?
• How do we continue to engage our employees throughout
the project so we can retain them?
• Should we consider incentives for employees to remain on
the project until the end?

Effectively surviving an implementation is about being strategic and proactive — beginning with the end in mind. This
point of view, based on Deloitte’s extensive research and experience with a range of large-scale technology-enabled
transformations across industries, articulates the critical components to consider in order to facilitate a sustainable and
profitable transformation.
As the organization prepares for a large-scale transformation, it should be focusing its attention on forming an effective
team that can build a solution for the future. As it moves into the execution phase, its focus will shift to driving
performance and business results. This relates both to the performance and results on the project team as well as
proactively planning for how the organization can sustain performance and results post-implementation. Lastly, as the
organization transitions into the sustaining phase, it focuses on enabling a sustainable solution by taking the strategies
and plans from previous phases and making them live in the business. The following critical considerations need to be
taken into account throughout the program life cycle, in order to set up the sustainable “life” post-implementation.
Structure the project team and sustaining organization to realize intended business value. There are critical
organizational structure decisions to be made for large-scale technology implementations. The first decision is how to
design the program team in order to build and deploy the solution. The team structure will likely need to be adjusted at
each stage to meet the evolving nature of the project. When considering an effective structure, the program should take
into consideration the deployment and transition strategy of the technology transformation. In which countries/locations
will the solution be deployed? What functions will be affected? What skills are needed from IT and the business to
effectively build and deploy the solution? All of these factors will help determine the size of the organization, the location
of the resources, and types of employees needed to staff the project team.
The second structural decision an organization needs to make is how to structure the sustaining organizations to optimize
new processes and technologies. The end of the ERP implementation provides an opportunity for the business to rethink
how services and resources can be strategically aligned to maintain changes over time. When making these structural
decisions, it is critical to design and implement a structure that facilitates the steady state operational sustainment of
the system. Every structural option will have its strengths and weaknesses. The key is to weigh the organizational model
options and select the best fit. There are three primary ways to structure an organization to maintain and sustain the ERP
solution long-term:
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Organization
model
1. Centralized
COE Model

Description
The organization builds a centralized
Center of Expertise (COE), which
resides in the IT function. This
function is responsible for the
management and sustainment of
the newly implemented technology
solution.

Challenge averted if solved for
• IT COE is created post-implementation and acts as an
ongoing mini project team
• During implementation, the project management
office determines long-term roles required to support
the organization once the larger project team
dismantles
• Members from the project team are staffed in
permanent COE roles
• IT COE supports functions after implementation

2. Integrated
Functional COE
Model

3. Reintegration
Model

The organization embeds mini IT
COEs within each business function
to manage the newly implemented
technology solution. For example,
if Finance implemented SAP, there
would be a small IT SAP sustainment
group within the Finance organization
to manage upgrades, enhancements,
and troubleshooting.

• Members from the project team are off-boarded
from the project and either reintegrated into their
former roles within their functional areas or given a
permanent role in the functional COE

The IT organization maintains its
existing structure and leverages
individuals across functions when
support is needed for ongoing
maintenance, upgrades, etc.

• Utilizes vertical technology ownership and horizontal
customer service ownership

• Functional COEs support functions after
implementation

• IT organization may need to be restructured to provide
ongoing support to functions post-deployment
• Individuals have matrixed reporting responsibilities to
IT and the functional areas they support

Identify the right resources to make a lasting impact. As organizations prepare to staff the project, they may run
into a variety of unplanned people challenges: a lack of available and/or qualified business resources, an unwillingness
of the business to let go of its “best and brightest,” and unknowns as to the types, numbers, and locations of resources
that will be needed to execute the program successfully. Successful technology implementations involve formulating
Up front workforce planning strategies that support and facilitate the achievement of both defined project goals and
broader organizational goals. A critical first step in developing a workforce plan is to understand the deployment strategy
of the program. Will the solution be deployed by region, by business, by process, or a combination of the three? Does
the deployment timeline take into account peak business periods? These are the critical areas that need to be considered
as the project team determines the right types and numbers of resources as well as where those resources need to be
located in order to effectively execute the project plan while balancing budgetary considerations.
An appropriate sourcing strategy must also be considered. Many organizations outsource commodity roles to contractors.
Whatever strategy the organization decides, the appropriate mix of internal resources to contractors needs to be
determined. Spend should be secured with the goal of creating a strong core team with the right business, process,
people, and technology skills.
Focusing on workforce strategy and planning is also critical to understanding how resources will ebb and flow throughout
the life cycle of the project. Organizations and project teams must proactively plan for roll-offs and reintegration into the
business. Since internal resources are often not 100% dedicated to the project, it is important to closely look at the work
effort required of them and plan accordingly.
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Define a performance strategy that drives business results and develops the bench. Project teams can exceed
hundreds of people, sometimes significantly larger than internal functional organizations. But yet very little attention
is given to the performance management, career advancement, and talent development processes and practices for
resources placed on project teams. It is critical that the organization puts in place a comprehensive and self-sustaining
HR infrastructure, including processes, practices, a talent program, a rotational program, and knowledge transfer to
manage these resources and support the rollout. The successful performance of any project team member begins with
the thoughtful identification of skills needed for each critical project role. It then requires the time investment to develop
these skills across resources through onboarding, training, mentoring, and job shadowing efforts. Onboarding reduces
the amount of time needed for the team to reach full productivity, reducing costs, and improving the likelihood of project
success. Knowledge transfer (contractor-to-employee or employee-to-process owner) is another critical area, but it does
not just happen. Successful projects begin with the transfer of knowledge in mind. Knowledge transfer is something that
should be planned for and involves cycles of learning that run throughout the project.
Retain top talent by providing incentives that motivate, inspire, and engage. Employees’ motivation directly
affects their performance, which affects the likelihood of a successful project. It is essential that project management
and business leaders support project resources by inspiring, engaging, and motivating them throughout all phases of
the transformation. Incentives can be both monetary and Non-monetary; both are important and both will engage
employees throughout their tenure on the project team. Non-monetary rewards can be as simple as the project manager
acknowledging a job well done, giving visibility to key leaders, connecting the employee to a mentor to help them build
skills for their next career move, and providing clear opportunities for career growth and advancement. All of these
rewards help to continue to engage the employee. By contrast, a little bit of cash goes a long way, but monetary rewards
do not have to be expensive to be meaningful. Providing monetary spot awards for demonstrating leadership or achieving
a key milestone is also an effective means of motivation.
Table 2: Talent and ERP: A Checklist for CIOs and Key Business Leaders

Organization
structure

Preparing

Executing

Sustaining

• Start with the end in mind —
determine the organization’s
long-term technology
management strategy

• Design the sustaining
organization to fit the future
state

• Determine where newly
obtained skills and
knowledge can be used in the
organization

• Determine the deployment
and transition strategy

• Determine the skills needed
for the future organization(s)

• Structure the project team for
success
Workforce
strategy and
plan

• Identify the types and
numbers of resources needed
for the project team
• Select the right resources.

• Identify the types and
numbers of resources
needed for the sustaining
organization(s)

• Develop the reintegration
• Determine attrition levels that
strategy
may put the project at risk and
build contingency plans
• Discuss reintegration plans
with individual employees
• Create an onboarding,
learning and knowledge
• Execute learning plans
transfer strategy for the
project team

• Implement reintegration plans
for all resources
• Conduct knowledge transfer
• Transition relevant skills to
post-implementation roles
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Performance
and career
management

Preparing

Executing

Sustaining

• Involve career managers early

• Develop post-implementation
career plans

• Provide career management
for employees without a
home

• Develop and communicate
goals and metrics
• Develop an engagement and
commitment strategy

• Manage and coach employees
to goals and metrics
• Monitor career progression
• Continue with continuing
education programs
• Communicate career
progression paths

Rewards and
engagement

• Develop reward and
recognition strategy

• Implement a rewards program
that benefits the project,
the business, and the IT
organization

• Identify resources needed for
milestones and incentivize
appropriately

• Continue to involve business
leaders with resources
dedicated to the project as
key stakeholders
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IT M&A —

Managing IT complexity in divestitures

Authored by: Simon Singh, Joseph Joy, Mushtaque Heera, and Abhishek Mathur
“Breaking up is hard to do” — Divestures are tricky business
for a CIO, the CIO is not only expected to keep the current
information technology (IT) organization running par
excellence, but also the IT for the divested business. In many
of the cases, the parent company and the divested company
have different visions and it is indeed tough to lead the two
parallel IT organizations. Such a dilemma can be successfully
resolved by ensuring the CIO’s office is involved from Day
One in the deal team so that a more realistic and grounded
perspective with regard to the IT capabilities can be provided
to the divestiture team.
The CIO office can reduce some of this pain by following
some simple tenets, such as clarifying in initial stages about
the goals of business and nature of IT once the divestiture is
completed and the budgeted IT cost. This can help the CIO
lay down the short- and long-term plan for IT and present a
complimentary plan to the board.
Some of the other things a CIO needs to understand are the
time frame for divestiture and the key areas where the cost
can be optimized in the existing IT setup. This may likely help
in defining the IT risks for the divestiture and an effective
plan to mitigate them. A CIO should also make sure that
proper communication happens within his team regarding
the future of IT in the parent company (RemainCo), as this is
a key factor in retaining top talent for the future.
This paper describes some of the key considerations for
a CIO in the event of a divestiture and how to tackle
risks effectively, both for the RemainCo, as well as for the
divested company.

Divestiture guiding principles
The critical aspect the “business” tends to forget in a
divesture is that the deal is not about splitting/combining
systems or optimizing a legacy system — it is about the end
customer. The customer is the crux of the divestiture deal
and everything else in the deal has to be centered on making
the transition painless for the customer. The job of CIO’s
office is to help ensure that there is minimum disruption to
customers on account of any changes in systems.
A divestiture, as a rule, involves some disruption in its
services to the customer due to cutover of systems between
the buyer and the seller. The CIO should ensure that the
customers face minimum inconvenience by providing
clear and transparent communication well in advance. The
employees should be specially trained and empowered to
handle customer inquiries during the transition phase.
The CIO office should help the business in creating the
appropriate atmosphere internally in the organization for
a divesture. It should deliver up front, inclusive, and clear
communications to employees and suppliers, articulate
value and alignment to the strategic priorities, involve and
empower employees, and lastly, do all this by keeping it as
simple as possible.

Maintain the customer experience

Create the right environment internally

Keep objectives in mind and drive execution
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Bid accepted/buyer identified
Phase I –
Planning

Phase II – Discovery and
Solution Development

Day One
Phase III –
Day One
Prep

Phase IV –
Day One Ready
and Cutover

Day Two
Phase V – Day Two
Planning, Prep &
Exit

The CIO’s road map to divestiture
The CIO office should plan its effort in a phased and organized manner so that it is in sync with business during the divesture
transaction. Each phase has its own unique set of activities/tasks and requires expertise from different part of CIO office.
Some of the common phases in a divestiture are:
1. Planning
The two critical steps in planning phase are to identify
shared resources and to develop a preliminary end state
vision and separation strategy. Once this is done, the
CIO’s office has a baseline document which multiple
teams, such as infrastructure and application, can use to
define their individual road maps for divestiture.
The CIO’s office should prepare definitive listing of shared
services/interdependencies with Corporate Functions,
Retained Business Unit (RBUs), and other Divested
Business Units (DBUs) for all business processes. Ensure
all the shared resources, including people, systems,
and other business enablers are mapped out and
inventoried. The team also needs to prioritize key issues/
interdependencies that have the largest impact on the IT
in terms of effected users, costs, and business functions.
In order to develop preliminary state vision, the CIO needs
to come up with a plan based on type of buyer. This
will usually entail making a lot of assumptions about the
divestiture deal but helps point out the gaps in the plan
and the weaknesses in the current IT setup.

The M&A Calendar
Day Zero:
• The M&A deal is
announced and the
due diligence starts
Day One:
• This is the day on
which transaction is
closed legally. Also
known as legal Day
One (LD1)
Day Two:
• This is the day when
all the TSAs expire.
Also known as legal
day 2 (LD2)

A high-level project plan should be defined coupled
with a scenario analysis model. This should be based on
multiple set of assumptions (full carve-out, partial carveout, etc.) with individual critical paths charted out. Once
the critical paths are identified, a high-level estimate for
costs and a separation time frame can be worked out.
These cost numbers and other inputs from gap analysis
should then be provided to business team in subsequent
phase as the levers to engage with the buyer.
2. Discovery and solution development
Once the bid has been accepted and the buyer identified,
the CIO’s office can start filling out the gaps in the initial
model they had submitted earlier. The team should now
develop a final end state vision and separation strategy
document that would refine and finalize the “Critical Path”
to separation.
Once this document has been finalized, the CIO needs
to develop an operational plan to manage Day One
separation. As part of this plan, the resources need

to be prepared on what needs to take place for closing/
Day One, capture key information to support identification
of TSAs, and estimate cost for Day One readiness. A
useful methodology often used at this stage is the
blueprint approach. A blueprint defines at the process and
sub-process level how each function will operate at Day
One and Day 2, with required actions and implications,
needs to be created. This also helps work stream leads to
identify services provided by corporate and identify how
these services will be provided on Day One and at end state.
Once these changes have been identified, TSAs are
developed for each functional area (IT, HR, Finance,
etc.) The CIO’s office should then identify required
service, provider, and recipient (including reverse TSA
and duration), work with service providers to determine
pricing for TSA, and identify owner on both sides (buyer
and seller). This helps in avoiding ambiguity at the time
of TSA negotiation and helps cut down the cycle time.
Once this information has been collected and
consolidated, the team should work on developing a
TSA exit schedule and map all the interdependencies
for a successful exit. The exit plan should have regular
checkpoints and milestones so that it can be tracked
effectively.
3. Day one preparation
Once the TSAs and the exit schedules are in place, the
individual teams in CIO’s office need to start the process
of carving out the agreed upon systems. In this phase, it
is important to monitor the agreed-upon “Critical Path”
to track the progress towards the Day One readiness.
Effective tracking at this stage is achieved establishing
a reporting cadence to communicate status and
decisions to all separation teams involved. The
issues discussed need to be logged using a standard
pre-approved template so that they can be discussed
in status meetings. Also, a Day One Command and
Communication center should be established to develop
clear project governance, resolve issues with speed, and
validate Day One and closing requirements.
4. Day One readiness and cutover
In this phase, an end-to-end assessment (pressure
testing) of key business processes is done to ensure
an issue-free Day One and a “Day One readiness
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Figure 1 — TSA illustrative timeline

Day Zero
Deal announced

Day One
Financial closure

Day Two
Full separation

Transition period

• TSA identified and drafted

• TSAs monitored and reviewed
on a periodic basis

• TSAs reviewed with seller’s
legal department and updated

• TSAs fee collected

• TSAs reviewed the buyer and
buyer’s legal department
• TSAs finalized and signed by
both the parties

• TSAs issues resolved
TSA in
place

certification” is issued. This certification can be
carried out in two alternate ways:
a. Active certification by a selected task force of
process experts
b. Self-certification by the separation leads
Self-certification should be done for all processes and
for all locations for which active certification is not
being executed. The goal is to ensure that there will
not be any negative impact on employees, customers,
or suppliers on the day of closing (Day One).

What are TSAs?
TSA is a critical element of
divestiture in which the seller
agrees to provide specific
services on behalf of the buyer
to maintain business continuity
while the buyer prepares to
receive and operate the new
business. A TSA can accelerate
the negotiation process and
financial close by allowing the
deal to move forward without
waiting for the buyer to assume
responsibility for all critical
support services. However,
divestitures that get the TSA
wrong may drag on for much
longer than expected, which is
undesirable for both the buyer
and the seller.

The CIO’s office should identify “certifiers” who will
walk through each process to assess whether the
organization is ready for Day One for that process.
The pressure test is done for pre-selected business
processes based on “Critical Business Process
Identification Guidelines;” these are decided after
a combined discussion between IT and business. In
the pressure test for each critical business process
identified, a set of “probing questions” is created
and “hypothetical scenarios” are provided to
pressure test the process.
The CIO should establish a Command Center to serve
as a central point of contact in actively managing
cutover execution and cutover issues; this would also
act as the central point of contact for cutover and
related communications.
A key objective of exit readiness and cutover is to
manage the risk associated with separation.

• TSAs termination notices
received

TSAs
terminated

divestiture, the cutover will be coordinated and
executed by targeted cutover teams that include a
cutover lead who works with the DBU/buyer cutover
lead, as well as Divestiture Team Coordinator.
5. Planning, prep, and exit
After closing, the delivery of the services will be the
responsibility of the TSA Service Provider, who should
ensure resources are available to provide services
specified in the TSA at levels consistent with the TSA.
The CIO’s office should help both the provider and
recipient to track service delivery and service levels
and report any service-related issues. It should also
help resolve disputes (by collaborating with their
provider counterparts) and escalate if necessary to
business team.
CIO’s office should create and execute the TSA exit
plan to ensure that the TSAs are exited without
any deviation. Issues that may delay exit should be
proactively analyzed and gaps should be reported to
business. Unaccounted exit costs need to be captured
(most likely those associated with projects required for
service terminations) and TSA exit plan needs to be
adjusted with updated exit timing and related
exit information (e.g., functional dependencies) and
track exits.
The team also should maintain records and
documentation as per the audit requirements for all
the transaction in a safe room and make it available
to designated Single Points of Contacts (SPOCs) from
risk and compliance and deal team.

The cutover approach can be scaled up or down
based on deal complexity and scope of the
The 2013 CIO Compass

71

IT Business Performance Management —
Maximizing IT performance by
running IT as a business

Authored by: Chris Martin
The CIOs of large information technology (IT)
organizations, with annual spend of more than $500M,
have a particular need to invest in and improve core
IT business processes and supporting technology. The
benefits include reduced IT costs, improved delivery on
commitments, and increased return on investment. Now
more than ever, CIOs and their staff need trustworthy and
timely information to truly “run IT like a business;” the IT
customer of tomorrow will accept nothing less.
The case for change
There is a “new normal” emerging in business as a result of
an unprecedented convergence of revolutionary IT forces
— cloud, mobile, social, analytics, and cyber security —
requiring radical change. Deloitte Consulting LLP refers
to this new era as postdigital — when the five IT forces
matured beyond disruptive innovations and are now
entering the realm of “business as usual.”
Analytics

Social business

IT moves from descriptive to predictive
and prescriptive business enablement

Empower collaborative networks require
breaking down silo walls between IT, brand,
marketing, sales, etc.

Analytics

Postdigital
enterprise

er

lli g

e

Guests expect connectivity and interaction on
their mobile devices requiring greater IT reach

i nt

Employees enabled to work regardless
of location require new mobile applications

en

l business
Socia

Mobility

Cy b

Mobility

Decision making based on real-time
insights drives new business imperatives

Key connected guests become IT’s
focus to enable new services that
drive repeat visit behaviors

Cloud

IT BPM defined
IT Business Performance Management (IT BPM)
encompasses a set of distinct capabilities and, when
properly integrated, creates a whole that is greater
than the sum of the parts. By way of analogy, IT
BPM is to IT management in the postdigital era what
Enterprise Resource Planning (ERP) has been to business
management. It includes enterprise resource management,
process efficiency and effectiveness, real-time visibility, and
closed-loop business processes.
The components are as follows:

Cloud

Demand for IT agility and speed-to-reaction
require cloud flexibility and elastic capabilities

ce

The fragmented IT management processes and systems
of the 1980s do not allow IT organizations to effectively
deliver on the rapidly exploding and changing demands
of the business. IT should transform its management
disciplines and technologies to “keep up” with the
pace of change. Failure to do so will likely stifle growth,
limit innovation, and create significant competitive risk.
Transforming IT to operate more efficiently and effectively
enables new business models, creates marketplace
disruption, and delivers competitive advantage. This
is done through a discipline Deloitte calls IT Business
Performance Management.

Static ecosystems of the past transform
into dynamic value chain enablers within
minutes notice

• Project Portfolio Management (PPM)
–– Portfolio Management
–– Demand Management
–– Project/Program Management

Digital identity
Credentials-based
access control and
management

Digital persona
protecion

Defense-in-depth
and cyber threat
intelligence

–– Results Management

Cyber intelligence
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IT BPM closes the loop on IT strategy, people, process and technology
IT Business Performance Management (IT BPM)
Request

Resource Management

PorLolio Management/Governance

Release Management

IT Financial Management (ITFM)
Financial Performance
Measurement

Planning

Forecasting/Budgeting

Re-‐alignment

Accounting/Controlling

Project/Program Management
Project

Project
Closure

Project Execution

Quality

Time

Cost

Requirements

Resources

Risk

Monitoring

Control

Testing

Communication

Application Lifecycle Management (ALM)
Conceptualize

Ideation
Qualification

Implement

Requirements

Analysis

Design

Operate

Improve

Build

Test

Retire
Deploy

Application Portfolio Management (APM)

Prioritization

Application Portfolio Strategy

Application Portfolio Management

Architecture

Standards

Release Planning

Results Management

Demand
Management

Project
Initiation

IT Service Management (ITSM)
Service

Service
Initiation
Service Strategy

• IT Service Management (ITSM)
• Application Portfolio Management (APM)
• Application Life cycle Management (ALM)
• IT Financial Management (ITFM)
The IT BPM framework includes the capabilities at the
“heart of the business of IT” — those core processes
that are fundamental to running the business of IT. Some
of the capabilities are unique to IT, like APM, ALM, and
ITSM. Others are part of broader corporate processes
(like Finance) but have a unique IT flavor. The capabilities
encompassed by the IT BPM framework are critical to
the business of IT. Regrettably, many IT organizations
operate these capabilities as islands. IT BPM combines
these capabilities in a closed-loop fashion to drive data
consistency, process speed, effort reduction, and improved
management decision making.
Beyond addressing the IT processes and the data around
IT BPM, the software required to enable the processes
is fundamental. Whether that software is commercially
available or homegrown, automation of the macro
processes, with consistent data, will be an imperative for
a large IT organization. Unlike traditional ERP vendors, like
SAP or Oracle, there is no single vendor to address the full

Service Execution
Service Design

Service Transition

Service
Closure
Service Operation

breadth of the IT BPM framework. Some vendors, like HP
and CA, have tools that address most of the components
and are investing to mature and integrate them.
Practically speaking today, building an integrated
application landscape to support IT BPM is predicated
upon integrating best-of-breed point solutions. Certainly,
most large IT organizations have software products in
place already to support at least some of the capabilities
represented in the IT BPM framework — and those will not
be going away soon. IT BPM capabilities, data, and tools
need to work in a heterogeneous environment. Doing
so requires standards on data definitions and interfaces.
Fortunately, many of the major software products that
support IT BPM capabilities are configurable, and therefore,
can support data exchange without excessive data
transformation.
Key “macro” processes
Like ERP, integrating historically siloed processes is what IT
BPM is all about. Integrating process and data that span
two or more of the capabilities will drive a new level of
efficiency and effectiveness to an IT organization — and
ultimately the business it supports.

The 2013 CIO Compass

73

The IT BPM framework’s seven major capabilities are themselves composed of subcomponents, which breakdown further
and further. Using the framework as a foundation, three “macro” processes have been defined.
So what?
First, large IT organizations should consider implementing these processes in an integrated way to drive maximum value.
Second, these processes serve as excellent use cases when assessing technology to support them. Best-of-breed software
products would need to support consistent data, automated workflows, and integrated management reporting.
The macro processes are as follow:
• Goals to Results
–– Including Service Portfolio Management
• Service Creation to Retirement
–– Including Service Costing and Pricing
• Requirements to Deployment
–– Includes Technical Architecture Governance
Goals to results

This macro process is quite broad and encompasses many other processes. However, it
is fundamentally focused on selecting the optimum way to spend resources (money or
human) and then understanding the value delivered after the expenditure is complete.
The stream’s steps are:
1. Understanding of business goals
2. Translating them to IT goals
3. Developing ideas to address the business needs
4. Prioritizing and selecting the “right” investments
5. Creating the charter and an authorization to proceed
6. Implementing, deploying, and transferring to standard operating procedure (SOP)
7. Tracking the actual results of the investment, both the costs and the benefits
At first blush, this macro process leaves little out. However, an important point is to tie the
goals to results and continually reevaluate the go-forward business case as things evolve. It
would only be concerned with the key data to span the whole macro process and not the
specifics within any one step. For example, the details of how implementation, deployment,
and transfer to SOP (Step 6) are not part of this process, but other processes.
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Service creation to
retirement

This macro process feeds into Goals to Results macro process and could be considered a
sub-set. It is associated with planning, implementing, operating, and ultimately retiring a
service or service component.
The stream’s steps are:
1. Understanding and evaluating each item in a portfolio of business or IT services (or
those could be considered IT applications if the services concept is not institutionalized).
This includes understanding the specific business needs that should drive change to the
portfolio’s components (applications or services)
2. Rationalizing the demand for change in the context of the portfolio
3. Developing a two- to three-year road map that shows how the portfolio would build
new, enhance existing, or retire old applications or services. This then feeds the Goals to
Results value stream with specific ideas
4. Adjusting the road map to account for the results of prioritization
5. Managing the services in a day-to-day way:
a.	Managing the execution of the road map (building new, enhancing existing, or retiring
old services or applications)
b.	Managing the operation of the services in production, both running them as part of
SOP and performing minor or scheduled maintenance
As part of this macro process, the financial aspects of a service need to be fully developed.
At a minimum, the total costs for developing or enhancing a service, including both the
onetime and the ongoing, must be documented. Obviously, this information flows through
on to the business case, the charter, and is used in the investment selection process. Actual
costs for the improvement and maintenance of a service are captured, tying costs directly
to the appropriate service when possible and/or by using allocations from shared resources.
The ultimate goal is to have a good understanding of the TCO of each service. For those
companies that have moved to service chargebacks, the pricing of the service must also be
established.

Requirements to
deployment

This is the core process well-defined at large IT organizations and is their “bread and butter.”
It fits within the boundaries of the two value streams above, but it does have a specific
focus, effectively and efficiently deploying a technical solution that meets the defined
requirements.
Additionally, this process contains the governance necessary to assess and approve the “Bill
of IT” around the proposed technical solution. That includes IT Standards for hardware,
software, and master data. With this, some of the key aspects of EA practices
are accommodated.

How to Implement
In its fullest form, IT BPM is broad and encompassing, much like ERP, but unlike ERP, IT BPM solutions are better
implemented incrementally at a pace that is comfortable to the organization to adopt. With each new component that
gets snapped in, more and more value is realized.
A carefully thought out enterprise design and road map for IT improvement are necessary, guided by a prioritization that
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accounts for value, risk, and dependencies. There are two
starting points for embarking on an IT BPM journey that
are probably most appropriate.
Project/program management
Implementing a mechanism to properly track labor against
a work effort is foundational to getting a handle on both
effectively managing the work and keeping an eye on the
overall total cost of ownership for the service being built
or enhanced. Companies can start with building out the
time tracking and the project management disciplines
and grow from there. Market-leading PPM tools can
serve as excellent repositories of important master data.
Many large IT organizations already have a PPM solution
in house, though they might question the value of it. An
enterprise PPM tool is overkill if used only to support time
tracking, but it is a solid launching point for the journey to
implement IT BPM and the macro processes.

Working with IT vendors
All IT organizations deal with vendors, whether for
products or services, at varying levels. One of the
natural extensions of IT BPM, and one of the enticing
promises, is how the data and process standards can
support efficient interactions with outsourced suppliers.
The seamless sharing of data in the core IT processes
between customer and supplier would speed up work,
reduce costs, and improve quality. For example, the
following are process interactions that often cut across
enterprise boundaries:
• Time tracking, invoices, and payments
• Catalog-based service delivery (ordering, procurement,
and delivery)
• Requirements traceability through design, code, and
testing
• Change management (in a technical sense)

Configuration Management Database (CMDB)
A CMDB, with its innate flexibility to store relationships
between objects (or configuration items), can serve as the
foundation from which to perform important functions,
including impact analysis, service costing, IT standards
reporting, or technology planning, just to name a few.
A CMDB is central to support the IT BPM capabilities of
APM and ITSM. Further, it can also be used in support of
ITFM, Demand Management, and Results Management.
Again, many large IT organizations already have at least
a rudimentary CMDB in house, but more than likely,
it is highly focused on infrastructure and not on the
relationships between projects and applications/services or
their relationships to the underlying hardware and software
used to support them.
Challenges
Starting on an IT BPM journey can start small and mature
over time, but it will take firm commitment to stick with
an improvement program that initially benefits IT when
the business wants the investment directed toward their
immediate desires.
With that general caveat behind, the primary challenge to
implement IT BPM will be the integration difficulties imposed
upon us by heterogeneous application architecture in-house.
As previously mentioned, there is no single vendor solution,
but even if there were fully integrated suites, the diversity of
IT management tools in place today is a significant barrier to
a wholesale rip and replace.

• Work order authorization approval and acceptance
• Architectural and security compliance
By developing the data standards, most likely using XML,
data interchange speed and effort between enterprises
will be greatly improved.
Consequently, IT organizations are left with the job
to define cross-tool data standards and apply more
integration glue than ideal, but this is what IT does best.
A call to action
CIOs, like their colleagues who run lines of business,
have the same responsibility to run their organization as
efficiently and effectively as possible. IT BPM provides a
model from which to improve and should be undertaken
for this reason alone. But even more, with the disruption
brought about by the likes of social computing, cloud,
analytics, and mobile, the CIO faces new competition
to their grip on technology-related spend. They simply
cannot rely on tradition and ill-enforced policy to handle
what is happening — they are competing with their own
company and that is just the beginning because efficiency
and effectiveness are “table stakes.” The business demands
more transparency, better collaboration, and shared
decision making. IT should advance into the postdigital age
by stepping forward and embracing the new technologies,
but with the appropriate processes, governance, and tools.
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IT M&A —

Leveraging transition services agreements
for divestiture success

Authored by: Simon Singh, Joseph Joy, Jennie Miller, and Nikhil Uppal
Introduction
Shifting economic forces are driving a big boom in
divestitures. One of the most critical elements of a
divestiture is the TSA, in which the seller agrees to provide
specific services on behalf of the buyer to maintain
business continuity while the buyer prepares to receive
and operate the new business. A TSA can accelerate
the negotiation process and financial close by allowing
the deal to move forward without waiting for the buyer
to assume responsibility for all critical support services.
However, divestitures that get the TSA wrong may drag on
for much longer than expected, which is undesirable for
both the buyer and the seller. This article provides senior
leaders with guidance and practical advice to consider for
using TSAs to achieve a fast and clean separation.

Day Zero
Deal announced

Divestures — A complex challenge
Divestitures are usually tricky to pull off, particularly when
the affected people, processes, and systems are deeply
integrated within the seller’s business, or when services
and infrastructure are shared across multiple business units.
Identifying and carving out the pieces in a divestiture can
be a complex and time-consuming process; however, with
experience and careful planning, an effective outcome for
both parties can be achieved. During the planning process,
participants from the affected business units on both sides
should consider think through the transition period from
Day One to Day Two to determine the strategy for each
business process, associated applications, and underlying
infrastructure. Depending on the strategy, it may be
beneficial for certain services to be covered under a TSA.

Day One
Financial closure

Day Two
Full separation

Transition period

• TSA identified and drafted

• TSAs monitored and reviewed
on a periodic basis

• TSAs reviewed with seller’s
legal department and updated

• TSAs fee collected

• TSAs reviewed the buyer and
buyer’s legal department
• TSAs finalized and signed by
both the parties

• TSAs issues resolved
TSA in
place

• TSAs termination notices
received

TSAs
terminated
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A TSA is an increasingly important tool to help the buyer
and seller arrive at an approach for achieving a clean
separation and to bridge the time period between Day
One and Day Two. The TSA is a legal agreement, separate
from the separation and purchase agreement, in which
the buyer agrees to pay the seller for certain services to
support the divested business for a defined period of time.
TSAs are often used in carve-outs where the buyer lacks
the necessary information technology (IT) capabilities or
capacity to support the business on its own. For instance,
many private equity firms rely on TSAs until they can
identify and engage an IT outsourcing vendor. TSAs are
also often necessary when the deal closes faster than the
buyer’s IT organization can respond.

Cost in USD

The time between announcement and close is often driven
by the size of the deal. Small carve-outs can close as quickly
as 30 days after announcement; however, even large deals
(more than $1 billion) average only 115 days to close. In
many cases, this does not give the buyer enough time to
respond, particularly when there are antitrust concerns or
confidential information that cannot be shared until after
the deal closes. Therefore, TSAs can become a vital part of
allowing the business to transition or separate quickly.

Cost savings
resulting
from the
use of TSAs

TSA — The double-edged sword
Sellers generally want to keep the number of TSAs as
low as possible and the duration of service as short as
possible. Many are divesting the business so they can
fund or focus on another part of their business, and from
their perspective, TSAs can become a nuisance and a
distraction from achieving this objective. Therefore, to
keep the number of TSAs as low as possible, sellers may
insist on a set of provisions designed to limit sellers’ liability
to only situations in which the seller is grossly negligent
in its delivery of the service or willfully misconduct. In our
experiences, we see buyers insist on remuneration for
any and all disruptions in service. Typically, the seller wins
out since the TSA relationship is not similar to merchant/
customer. Additionally, many sellers have little experience
or interest in providing professional services to other
companies. Buyers, on the other hand, tend to use TSAs
as a way to address missed Day One requirements or defer
difficult integration decisions.
If not used properly, a TSA certainly can be a crutch and a
nuisance. However, when used wisely, a TSA offers some
important benefits:
• Faster and smoother close
• Reduced transition costs

100

• Better end state solutions

90

• Clean separation

80

Key considerations whilst drafting an effective TSA
Setting up effective TSAs is a complex and time-consuming
task and should not be underestimated. IT-specific TSAs are
unique in that they often require input from stakeholders
across the enterprise and take time to implement especially
if third party vendors are involved to provide the support.

70
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Below are some practical and time-tested tips to consider
that could help both buyers and sellers avoid the pitfalls and
create an effective TSA.
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M&A without a TSA
M&A with a TSA
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Duration in years
Savings in time resulting
from the use of the TSA

Partner with the business
IT is a business enabler. Therefore, every business TSA
should be evaluated and paired up with the corresponding
IT TSA. Stand-alone TSAs should be avoided, unless there
are no reasonable alternatives. Note that individual TSAs
may be required for distinct and separate services and for
different geographic regions that are providing or receiving
service.
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Understand the exit strategy
Do not use a TSA to put off decisions about the overall
integration strategy. Every TSA should be written with
an end state solution clearly in mind. Not only does this
understanding help the buyer identify the exact services it
needs to develop, it also helps the seller provide the right
solutions, services, and resources in the interim.
At a minimum, the buyer should identify its high-level
strategy — e.g., build, buy, outsource, or terminate
the function altogether. Once an overall plan has been
established, the team can develop the timeline and
estimated costs to implement the plan in the agreed time
frame. It is important for both the buyer and seller to be
realistic about when the TSA can end. Setting unrealistic
targets with the idea that the TSA can be easily extended
does not help either organization plan efficiently and
ultimately results in the buyers not being ready to inherit
the process, system, or environment. When defining
the exit strategy, it is also important to understand the
dependencies within and across services to prevent systems
and/or services from breaking. For instance, security access
and control services are typically one of the last to be
transitioned, since controlling access to the environment is
critical to guaranteeing service levels on services, such as
network routing and server hosting. Another example is
tying services like email and VPN to desktop support,
since one cannot typically provide support for one without
the other.
Understand your costs
This is one of the most important elements of a TSA. To
avoid disagreements down the road, both parties must go
into the agreement with a crystal clear understanding of
costs and cost drivers. Clearly define the cost components
and assumptions that will be used to calculate costs.
Identify both fixed and variable cost elements, as well as the
factors that will drive cost, such as headcount, office space,
location, server utilization, and network bandwidth.
Understanding the cost drivers helps both parties develop
a fair plan to migrate off the TSA. For example, activities
that are likely to decrease over time (e.g., desktop support
migration) might include “step down events” where costs
go down as the buyer becomes less dependent on the
seller’s services. Other activities that are more likely to
remain constant (e.g., mainframe hosting) might be defined
at a fixed cost until the last remaining user/resource is
removed.

Note that identifying the costs and cost drivers for transition
services can be quite a challenge, particularly since most
sellers are not in the business of selling services and may
lack the systems, tools, experience, knowledge, and skills
to accurately analyze service costs. In such situations, sellers
should attempt to identify some benchmarks that can serve
as a gauge for identifying standard costs for their particular
industry and size. These benchmarks can be obtained by
performing a quick survey of outsourcing services and the
current market rate for these services.
Define the chargeback rules
The TSA must clearly define what services the seller can
charge for and how the charges will be made (unless these
issues were already covered in the purchase agreement).
Defining clear chargeback rules in the TSA allows the
tactical teams to focus on delivering services without
unnecessary debate.
Prior to Day One, both parties will need to agree on the
scope of services to be covered under a TSA. For example,
near the end of the TSA, the buyer may be expecting the
seller to provide migration services, such as extracting
data, cloning systems, and sharing their knowledge and
experience with the new service provider. Defining the
chargeback rules for such activities before the deal closes
helps both parties produce a better migration plan and
leaves the buyer with some bargaining power over the seller.
Connect the dots
A master services agreement (MSA) can provide an overall
structure for all of the TSAs, explains the hierarchies of
various documents, and lists the services to be provided.
It can also define the billing terms and conditions and
describe the overarching principles for terminating the TSA.
Last but not least, an MSA can help avoid contradictory
language by providing a central location for legal terms
and conditions so they can be defined once and then
referenced in supporting agreements and exhibits.
Put it in writing
Once the services that will require TSAs have been
determined, it is time to put pen to paper. TSAs for every
function should follow a standard format and template
that has been approved by legal. Keep in mind that this is
the most time consuming aspect of finalizing TSAs, as both
parties contribute to the editing of the content and both
legal departments must approve the verbiage.
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Some of the key steps to ensure that
the exit strategy is considered whilst
designing the TSA are:
• Create an agreement that is
simple but clear; someone new to
the process should be able to pick
up the document and do the job
• Get everything in writing. Assume
if something is not written in the
TSA, it will not get done
• Be specific. Relationships
change. People forget. Clarify
who will provide support, how
performance will be monitored,
how payment will be received,
and how issues will be escalated
and resolved
• Focus on completing the
transition, not achieving a high
level of service
• Leverage existing information,
including costs, performance
metrics, reporting mechanisms,
etc.
• Allow enough time for both
parties to review and revise the
document
• Track costs religiously
• Only request changes that are
truly critical to the business
• Agree on a communication plan;
continually monitor status and
stay in touch
• Stay engaged and be patient.
Developing a robust TSA is an
iterative process — not a “one
and done” effort

Designate the manager or executive responsible
for delivering the transition services as one of the
primary authors of the TSA. This helps produce a
better, more realistic agreement and helps avoid
confusion and finger-pointing later on. Also, get
input from subject matter specialists in each service
area (e.g., telecom, networks, and help desk) as
early as possible.
Writing should be consistent, clear, and concise.
Try to be specific and exact, rather than open
ended and general. Detailed service descriptions
can facilitate more accurate cost estimates and can
provide a clearer understanding of what is or is
not covered. They also can make it easier to “step
down” from individual services when they are no
longer required. For example, an “IT hosting” service
actually comprises many lower-level services that in
certain situations could be phased out individually.
Breaking the high-level “hosting” service into more
discrete services, such as “platform” (e.g., Wintel,
Mid-Range, and Mainframe), “job scheduling,”
“backup,” and “server monitoring,” could allow
a step down in TSAs, thereby reducing costs and
accelerating the transition. The specifics of the step
down arrangements should be detailed in the TSA,
as in some cases there are no cost advantages to
terminating certain services early if the agreement is
structured as an “all or nothing” arrangement.
Splitting broad services into discrete elements
requires an understanding of performance
dependencies across different services. Generally
speaking, the buyer and seller need to agree about
when certain performance levels can switch to a
“best effort” basis as a result of changes in other
services. For example, if the buyer has taken over
responsibility for application monitoring, the seller
will not be able to guarantee application uptime.
Structuring the TSA
Time is of the essence, including the development
of TSA’s. Managing this time constraint is critical, as
you are often faced with a tight timeline, but also
competing priorities of the people you are working
with. It is vital that your approach be to complete
the following four steps:
•
•
•
•

Solutioning
Requirement gathering
Service definition
Service documentation

Setting foundational guiding principles up front
can allow for easier identification, more amicable
negotiation, and quicker enablement of TSAs.
TSAs should be viewed as the option of last resort
and not a crutch for the buyer to lean on when
the house is not in order. An important distinction
established in the beginning should be “what you
get today is what you will get tomorrow, no more
but perhaps a little less.” From an M&A perspective,
the buyer will oftentimes look to position for
increased service levels, enhanced scope, or service
optimization. In situations like this, the seller should
hold firm that TSAs will be delivered as they have
been pre-Day One. The first not so obvious corollary
is if a service is not optimized or is partially broken
pre-Day One, it will remain as such post-Day One
as if the lack of optimization is an inherit function
of the service itself. Secondly, TSAs for services
which are not delivered pre-Day One should not be
invented. This is not always possible and will vary
depending on the realities on the ground, however,
should be avoided. The seller is not set up to act
as a service delivery organization and as such has
limited ability to deliver services to an external third
party which it is not used to delivering prior to the
transaction.
Managing TSAs
Get to work — signing the TSAs is just the end of
the beginning. The real work starts when the deal
closes and the TSAs go into effect. As the services are
being delivered, it is important to continually track
and manage the services that are being performed. It
is also critical to keep track of the migration activities
and related step-down in services.
The relationship between buyer and seller will
inevitably change once the deal has closed,
regardless of how well they might have worked
together leading up to Day One. Sellers will
focus on cleaning up the bits and pieces that the
divestiture left behind and then quickly shift their
attention to their retained businesses and other
priorities. Buyers may find themselves wrestling
with unanticipated service costs and struggling
to capture the promised integration synergies as
quickly as possible. For both parties, the honeymoon
will definitely be over.
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To keep things moving forward, each company should
identify and assign a service coordinator to manage their
part of the overall relationship. These people are similar
to the vendor managers who currently exist in many
organizations. They do not need to delve deeply into the
details of day-to-day operations; rather, they need a holistic
view of the services being provided and an understanding
of the overall requirements. Their job is to monitor the
services being delivered against the TSA and keep the
separation activities on track.
Retention of key transition resources is another important
issue. Sellers will generally want to get on with their
business by shifting people to new assignments as
quickly as possible. To maintain adequate staffing and
performance during the transition, buyers should specify
in the TSA exactly which key resources and groups will be
retained to execute the promised services.
Be realistic about performance levels
Avoid the common trap of demanding (or promising)
better service than existed prior to the transition. In many
cases, the historic service levels were sufficient to support
the business and struck a reasonable balance between
service cost and true business needs. Buyers and sellers
should focus their attention on completing the transition
as quickly as possible, rather than get distracted trying to
maintain higher than necessary service levels.
That said, it is important to precisely define in the TSA what
service levels are expected. Simply stating that “existing
service levels” will be maintained is generally not sufficient.
Often, the seller has not been measuring performance for
the services in question. In these cases, it is critical for both
parties to agree on the performance metrics and, once
agreed, to document them in the TSA.
Execution of a TSA revolves around service volume.
Typically, broad language stating that the service is to
be delivered in the same manner as pre-spin is used to
cover on this point. However, our experiences in helping
clients with post-Day One TSA management shows
that this broad and generic language often results in
misaligned expectations on what can be considered in
scope from a volume perspective. It is for this reason
that we recommend clients document both the volume
metric and level by individual service where possible
to surface any potential misalignment pre-Day One.
Furthermore, after the carve-out has been dissolved, the

buyer receiving services may decide to acquire another
entity. If this happens, what are the seller’s obligations? A
new acquisition may result in wholesale changes to service
scope and volume. It is again for this reason that we
suggest tying each service to a volume metric and volume
level such that the service provider (seller) is not unduly
burdened by the buyer’s repeated M&A.
Finally, complex TSAs, such as IT, Finance, or HR shared
services, rely on a bevy of third parties to assist in the
delivery of the service in question. It should be stipulated
that third party relationships required by the buyer to
receive a service should be the responsibility of the buyer.
In turn, the liability associated with non-performance of
third party services is not borne by the seller. This division
of liability is not always feasible but should be considered
as a going in position to any negotiation.
Establish an exit protocol
A formal exit protocol is the final step in the effective use
of a TSA. Both parties should understand and agree on
the process required to terminate the service provider
relationship (e.g., requiring the buyer to provide a 30-day
notice to terminate email services). In turn, the seller should
acknowledge the termination, clarify any termination
fees, and bill appropriately. Additionally, the seller should
complete any knowledge transfer that was agreed to in
the initial planning, close out the accounting, and take care
of any cleanup activities, such as deleting, archiving, or
inactivating the resources receiving the service.
Regardless of whether one is seeking support or
negotiating to limit its scope, there are some key points to
consider which have a direct impact on the structure of the
TSA and the success of its execution after the carve-out has
been finalized and the split occurred.
Conclusion
A TSA is, by definition, supposed to be temporary. Yet all
too often, buyers and sellers feel as though they are stuck
in a TSA that will never end. The key to a fast and smooth
separation is to understand the most common TSA pitfalls
and take steps to avoid them. Both buyers and sellers
should consider the practical and time-tested insights
provided here in their efforts to design and manage TSAs
more effectively.

The 2013 CIO Compass

81

IT M&A —

Capitilizing on a divestiture event to
transform the IT operating model

Authored by: Joseph Joy, Shomic Saha, and Sreekanth Gopinathan
Introduction
When planning and executing a divestiture, CIOs naturally
focus on immediate tactical issues, such as managing
the divestiture timeline and process, and determining the
future state IT architecture and cost profile. However, this
may not be sufficient to meet the needs and expectations
of the new organization. Some critical questions
sometimes remain unanswered in these situations:
• Do existing IT capabilities align with the new
organization’s strategic business goals?
• Are IT processes as efficient and effective as they should be?
• Is there a clear governance structure and process that
optimizes IT value and eliminates IT demand thrashing?

Role of IT

Business partner

Business leader

Inward
to IT

Service provider

IT entrepreneur

Orientation

Outward to
business

Fast follower

Leading edge

Innovation

• Are existing processes for sourcing and talent
management flexible enough to support the new
organization’s needs?
In many cases, tough questions like these reveal that the
existing IT operating model is not up to the challenge of
supporting the new organization and business strategy.
The good news is that a divestiture presents a golden
opportunity for transformation and improvement.
Reasons to change
During a divestiture, CIOs have a chance to take a
fundamental look at their IT organization and transform
the operating model to achieve greater effectiveness and
agility. Here are some reasons why a divestiture is the
perfect time for deep and lasting change.
New business strategy
A divestiture often changes the strategic direction of the
enterprise, which can have huge implications for IT. For
example, a company that has been focusing on innovation
may decide to restructure its business and focus on
commodity products. This would drastically change It is
role from developing innovative solutions to providing low
cost services to support a low margin business. With many
divestitures, the goal is to dispose of non-core businesses
and bring renewed focus to core businesses. In any case, IT
must position itself to support the new strategic objectives
of the business.
Changing role of IT
To deliver the required results after a divestiture both in
the short and long term, the IT operating model must be
designed to directly support the needs of the business.
This requires changes in the way IT is perceived in the
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organization. Divestitures provide a perfect opening for
IT and the business to start realigning their relationship.
This may drive a fundamental repositioning of IT and the
CIO role from a service provider to business partner to a
possible business leader. Important considerations while
defining the role of IT include understanding the value
that technology can bring to the enterprise and the IT
function’s role in creating that value.
Divestiture as a springboard to IT efficiency
Divestitures often enable companies to simplify their IT
organizations, processes, solutions, infrastructure, and
delivery models. In a divestiture, several business functions
may be rationalized and streamlined — for example,
a company may reduce the size and scope of its sales
force, HR organization, or accounting department. In
response, the IT function may need to re-evaluate its
services and service levels based on need, fine-tuning its
offerings without adversely affecting business performance
by delivering services selectively — say, only to the
engineering or administrative departments — rather than
company-wide.
Willingness to change
A divestiture creates a disruptive environment that may
actually make an organization more receptive to change.
People expect things to be different, and are therefore
less likely to resist when presented with new ideas and
approaches. CIOs can capitalize on this phenomenon to
introduce major changes and improvements with minimal
push back.

IT operating model framework
Once the need and opportunity for transformation
has been recognized, the next logical question is how
to achieve it. An IT operating model is composed of a
company’s IT organizational structure, associated staffing
and its IT capabilities (processes, tools, and roles). These
elements essentially define how the IT function works.
The IT operating model provides a starting point for
structuring an effective transformation approach and helps
identify critical areas to focus on. In particular, it allows a CIO
to determine which capabilities will be housed within the IT
organization — and how advanced they will be — as well
as the appropriate IT organizational structure, staffing, roles,
process maturity, metrics, and tools for each capability.
Key elements of the IT operating model
Assessment and benchmarking of the current state IT
operating model can help prioritize and sequence the
improvement actions. Three key elements often top the
priority list: (1) IT organizational model, (2) IT governance
model, and (3) IT management processes. Getting these
right builds a strong foundation for the future.
IT organizational model
Traditional approaches to IT organization design tend
to focus on only one dimension — centralization versus
decentralization. We recommend a multi-dimensional
approach that addresses a broader range of business needs.

Figure 2: Key capabilities of an IT organization
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Attributes

Centralized IT

Decentralized IT

Hybrid

Managed/
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Standardization
Economies of scale
Flexibility
Responsiveness
Support for common IT strategy

With a centralized IT model, the IT organization owns all IT
resources. With a decentralized IT model, the business units
own all IT resources. In either case, IT resources can be
organized internally by services, applications, or processes.
With a hybrid model, some IT resources are owned by the
IT organization, while other IT resources are owned by the
business units.
With a managed/outsourced model, some resources
are owned by the IT organization, but most are owned
by external service providers (although they might be
managed by the IT organization).
These are just a few of the most common models.
Ultimately, the right choice depends on the needs and
goals of a particular divestiture. One size does not fit all.
IT governance model
IT governance helps keep the IT function aligned with
the business. An effective governance model enables
the business and IT to have structured discussions and

to understand the trade-offs when setting priorities
and making decisions. As such, it should provide clarity
about who needs to be consulted on decisions, and
who is ultimately responsible. Key components of the
IT governance model include an overall framework and
structure for decision making, along with supporting
processes, tools, and templates.
IT management processes
Numerous processes are essential to the operation and
management of an effective and valued IT function. The
first step toward improvement is to rate the maturity of
the current processes (Figure 4). Those ratings can then be
compared with the IT and business strategies to prioritize
the future capabilities that need to be developed and
determine the level of maturity required in each area to
support the divested entity. Implementation of a consistent
operating model across the IT organization helps accelerate
and institutionalize key capabilities and drives efficiency
and effectiveness.
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Figure 4: Management processes and maturity assessment (sample)
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A catalyst for change
A divestiture places IT under intense pressure to meet short-term deadlines and deliverables. However, it also provides
a rare opportunity to redesign the IT operating model and transform how IT services are delivered — which can yield
tremendous long-term benefits. Fortunately, it is possible to do both. With the right framework and tools, a CIO can
satisfy the immediate needs of the divestiture while increasing Its long-term value to the business.
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CIO as Catalyst

Social Computing —

Harnessing the unrealized potential
of social media

Authored by: Suketu Gandhi, Doug Palmer, Mayank Gupta, Colleen Chan, and Calvin Cheng
Introduction
Recent market studies indicate that the era of growth in
adoption of social media continues at a fast pace. There is
a good chance that, by now, your organization has joined
a growing set of firms that believe that social business is
very important or important for your business now or in
the near future. There is not a week that goes by where
you do not hear a vendor announcing a new or upgraded
social media tool or do not read about new advice on how
to build and succeed with social media strategies. Also, if
not already so, your organization’s different business units
and functional teams would soon be planning their social
media investments to ride the social media wave. Social
has reached a tipping point and has moved from being a
fad to becoming mainstream.
Social has moved away from being “Twitter” or
“Facebook” for the enterprise and is fast becoming a
serious business tool that helps organizations enhance
everyday processes and work products. Many vendors
have launched social tools that are now enterprise grade
and support large business requirements that include
identity management, data management, security, and
enterprise application integration. Social technologies are
not just supporting interaction and collaboration among
individuals but also have the potential to become a
conduit for two-way communication between enterprise
applications as well. In a no-holds-barred environment of
social adoption mostly driven by business, CIO’s role in
orchestrating the enterprise social media efforts is more
important than ever to really harness this huge unrealized
potential of social. For CIOs who may be currently
watching from the sidelines, taking charge of enterprise
social tools brought in by business and making them a

glue-holding business teams, functions, and processes
together is an important imperative. This act of leadership
from CIOs will take an enterprise beyond social as usual
into a new era of redefining social for the business.
So what is social redefined? Simply put, it is a phenomenon
that is characterized by flattening of social silos within
and outside an organization to generate a powerful and
complex network of context, information, relationships,
and enterprise applications — that is hard to define —
yet it is a source of a sustainable competitive advantage.
How can the CIOs lead their organization into this
space? Through this article, we present an overarching
direction and strategic view of the CIO’s priorities and key
considerations that will help the CIO take the initial first
steps in right direction.
Social redefined
Some organizations that have embraced social
technologies as part of their customer interaction
efforts or employee network have indeed succeeded in
addressing customer complaints swiftly or have enhanced
collaboration among teams internally. This allowed
generation of an improved degree of customer centricity
or higher employee engagement. The space offered
by social redefined goes one step further and provides
companies the power of mass collaboration across
customer, employee, and business partner ecosystems.
Everyday processes that cut across organizational and
functional boundaries can be further flattened through the
power of social collaboration to take organizations beyond
random success into real sustainable business value.
Social technologies can help organizations understand
how work really gets done and breaks down barriers
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between departments and silos in order to reduce cycle
times, surprise and delight customers, and recognize and
connect employees with executives. Here are examples of
a few companies that are leading the way in adopting the
concept of social redefined.
Connecting customer, partner, and employee
ecosystems through speed of social
Symantec took a unique approach in setting up its social
listening program. A social listening command post that
is monitored five days a week across nine different time
zones is able to sophisticatedly pick up commentary,
classify it in seven different categories, and route it to
an appropriate employee for action across its various
business groups. A message that hints at an unauthorized
Symantec software sale gets routed automatically to
the legal department and one that contains requests for
product enhancement is sent to product development
team. This enables Symantec to react faster to market
needs and happenings and create unique forms of
interactions across customer and internal ecosystems.
Major factors in this situation included joint support from
business and technology leadership, collaborative effort
between corporate communications and office of CTO and
a common technology platform that can be reused across
multiple use cases.
An automotive consumer website improved collaboration
across employee, customers, and dealer ecosystem by
implementing a liberal social business policy to encourage
participation. Consumers on its website leveraged
multiple social networks, both internal and external, to
the company while engaging with dealers through an
interactive dealer review system. This cross-ecosystem
collaboration resulted in sharing of best practices,
improved project management and better engagement of
automotive enthusiasts and brand advocates in external
social media platforms.
Farmers Insurance group, that uses a large network of
agents launched its social redefined efforts by ensuring
regulatory compliance and high quality for agent-tocustomer interactions. This was achieved by an enterprisewide social technology implementation with archiving
and monitoring of social media activities of agents who
were trained to verify consistency in script and messaging.
Agents are supported by a content store that provides
articles, videos, and sweepstakes that promotional activities
on social media sites leverage the agents’ customer
networks, and draws a strong fanbase for Farmers.

The examples highlighted above and many others that are
not listed here have helped us draw key insights into the
workings of an organization with “social redefined” ethos.
Let us look at some of the most critical to success elements
for a successful operating model of a socially flattened
organization.
Shifts to harness social redefined
Social business technologies provide a unique opportunity
to generate simultaneous and synergistic value with
customer, employee, and partner ecosystems, and put
companies on a path to multi-dimensional excellence.
With only a few organizations having taken the leap to
the realm of “social redefined,” it is just the right time for
leaders to know the essential ingredients of their social
redefined playbook.
Given below is the list of the most critical shifts right out of
the early adopter’s playbook that leaders need to plan for:
1. Ownership silos to joint ownership — While CIOs
have seen limited success with social tool rollouts
without business commitment, business leaders have
also only managed to show little value from directly
procured social technologies without keeping the CIOs
in the loop. This has resulted in a scenario of social
technologies enabling engagement for communities
in a relatively limited scope. To flatten such individual
social ecosystems, it is critical for senior leaders across
both business and IT to align on a common strategy and
common vocabulary for the emergent state of social
business. This alignment can provide a single command
center to enable governance, investment decision
making, and benefit tracking for social taking business
as a whole and spell out clear expectations related
to policies, metrics that matter, skills, and incentive
structures among others.
2. Control to decontrol — Engagement enabled by social
media is directly proportional to the lack of control
exercised on the content and membership. Leaders need
to be ready to lose a bit of control and have appropriate
training, policies, and compliance and risk management
tools to enable organizational information to flow to
the right extent to the right places. A CIO’s role is critical
to enable adequate information security understanding
across business units and to also manage the enabling
technology implementation across the enterprise. Risk
management framework with clear policy definition
that syncs up the ecosystem-level policies and generates
a common set of guiding principles is necessary to
generate, preserve, and grow value.
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3. Fragmented social business stack to a single
stack — While social media technologies continue
to be purchased by individual business units and
functional leaders, technology adaptability and
alignment with enterprise architecture principles
and guidelines are needed to enable the required
connectivity across components of the social business
stack. Also, integrating social technologies with systems
of transaction and systems of record is an important
requirement of an enterprise embarking on a social
redefined path.
4. Leaders as players — A large proportion of senior
leadership ends up being skeptical about the impact of
social media investments stemming from fears related
to loss of control, loss of productivity, or low appetite
for failures. On the path of social redefined, leadership
will need to turn from audience to players and really
improve its understanding of what, where, and how of
social business to really envision and reach the summit
of value creation.
5. Products to solutions — Out-of-the-box
implementations of social media tools can only provide
so much value to an organization. In order to really get
the tools to support the social redefined vision of an
enterprise, technology leaders need to assist business
leaders in adapting a unique set of capabilities that will
drive technology harmonization and data integration
throughout the enterprise.

Initial steps for social redefined journey
CIOs who want to start the journey to take their
organizations beyond the wild west of social as usual and
into the realm of social redefined will do well to adopt
leading practices that their peers have adopted to go
beyond random success. The key practices are summarized
below:
1. Sit around the social campfire — Set up a multiecosystem command center for social business to get
the stakeholders from functional groups on a common
discussion forum. This will help the CIO to define
and articulate a social redefined vision with leaders
from across the enterprise and attain commitment
to generate a new blueprint for social technology
adoption.
2. Understand the speed of social — Learn from
examples and brainstorm possibilities to connect
information streams across ecosystems to generate
higher value than individual ecosystem streams can
deliver. It is important to tie these business scenarios
powered by social capabilities to specific business
outcomes that matter.
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IT M&A —

Leveraging M&A events as a catalyst
for IT cost reduction

Authored by: Joseph Joy, Prasanna Rajappa, and Christine McKay
Introduction
IT contracts can represent more than 50% of a company’s
total third party supplier base, making it both costly and
complex to manage under normal business conditions.
Add a merger, acquisition, or divestiture to the mix
and you have anything but normal. Transactions create
uncertainty. IT suppliers will seek to leverage that
uncertainty in a multitude of ways. As a result, IT supplier
costs can become one of the largest obstacles to achieving
savings targets promised to shareholders. They may
threaten to discontinue service on Day One. They may
attempt to charge exorbitant fees for granting assignment
or transition rights or assess punitive termination penalties.
IT suppliers may require both the buyer and the seller to
upgrade to newer versions or buy additional licenses/
products. Products previously taken off maintenance may
need to have it reinstated and some IT suppliers may use
the deal as an opportunity to initiate an audit.
These things become major negotiation points for
suppliers during a transaction. Unfortunately, many
companies simply accept these things as givens. They
are focused on completing the transaction quickly. In
the process, they sacrifice both the opportunity to avoid
immediate transaction-related costs and to renegotiate for
the future.
However, clients are adopting new principles that lower
risk and reduce cost. For example, one client made a
comprehensive review of its largest ERP supplier contract
during the transaction period. By doing so, they have been
able to successfully reduce ongoing operating expense by
sometimes greater than 30%. From the seller’s perspective,
a divestiture client eliminated all supplier-proposed

penalties for securing contractual rights needed to support
the transaction. At the same time, they successfully
reduced future expenses by more than 25%.
Current realities
Sellers feel they have limited, if any, opportunities to
further improve their IT cost profile through their suppliers.
Instead, they brace themselves for “inevitable” cost
increases due to reduced buying power. They expect cost
improvements solely through volume reductions. However,
they frequently fail to plan for many pre-Day One costs
they may have to bear. For example, contracts may prevent
assignment or limit the ability to provide Transitions
Services Agreements (TSAs). Sellers need to secure these
rights and garner suppliers’ support for a smooth Day One
transition. Regardless of contract provisions, IT suppliers
may withhold support unless the seller makes a penalty
payment. At times, these penalties can be significant.
This is true for both software and hardware. Costs can
further increase if the seller previously made operational
decisions that need to be reversed. Many contracts allow
the supplier to impose reinstatement penalties, which can
further erode benefits from volume reductions.
Conversely, buyers often feel they are entitled to better
pricing. To obtain it, many will implement a “dialing for
dollars” campaign. Buyers call their vendors and demand
deeper discounts. They argue, “I’m bigger. I’m stronger.
Give me a bigger discount.” When suppliers capitulate,
companies may achieve savings of roughly 5–10%
depending on the supplier. However, with IT, this approach
can completely backfire for a number of reasons. Firstly,
some suppliers are so large that few buyers are likely to
catapult themselves to a new discount level. Second,
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even when a transaction moves the buyer into a new
discount level, many suppliers will require them to make
new purchases under an existing contract which means
they lose the benefit of their “bigger discount” approach.
In certain cases where the buyer does not have a contract
with a supplier, they may need to secure one which
automatically gives leverage to the supplier. Depending on
the language in the Sales and Purchasing Agreement, the
seller will have varying obligations to support the buyer
in regard to third party agreements. Where the seller has
limited obligations, buyers can incur costs which are often
significantly underestimated. The pre-Day One costs offset
potential synergies.
Whether you are a seller or a buyer, suppliers frequently
talk to their business contacts first suggesting that they
may withhold Day One support. They may threaten to
discontinue service, raise non-compliance issues, prevent
contract termination, disallow contract assignment without
significant penalties, or a myriad of other things. As soon
as a key supplier starts using any of these, the business
sometimes starts to panic. In turn, they push Procurement
to resolve quickly, issue the PO, and be done with it. Given
timing pressures, this generally means the supplier captures
most if not all the value.
As shareholders are scrutinizing transactions more carefully,
their expectations of real, recurring savings have grown.
In the quest to exceed promised savings targets, some
companies are throwing away the old scripts. Instead, they
are using the transaction as an opportunity to restructure
some of their most critical supplier relationships and
realizing dramatically better results.
IT as a Catalyst
In spite of the threat or burden of higher costs, such
as those in IT, cost reduction opportunities do exist —
especially during a period of acquisitions or divestitures.
Yet, companies forgo those opportunities and stick with
the same old script. To rewrite the script, you need to
incorporate some key principles:
1.
2.
3.
4.
5.

Believe
Engage
Focus
Control
Communicate

1. Believe
You have to believe anything is achievable. The very
nature of mergers, acquisitions, and divestitures means
that both companies are focusing on growth. The
seller intends to grow by focusing limited resources
on fewer things. Buyers look to increase market share,
expand into new geographies, etc. Suppliers can benefit
by gaining access to a new customer, positioning
themselves as the favorite in a supplier rationalization
effort, introducing new products/services, and more.
They love the potential for growth. But, they loathe
the ambiguity inherent in any M&A or divestiture
transaction. They have short term worries, such as
losing business to a competitor, forfeiting sales to
another representative within their own company,
etc. These concerns are both immediate and forwardlooking. In spite of their hope for future growth, it is
the uncertainty that will drive many to overreact. They
are often the suppliers who threaten and beat their
proverbial chests. The reality is that few of them want
to lose business. They are not incented to break your
business by causing immediate disruption. As a result,
anything is possible.
2. Engage
Engage early in the transaction process. As we know, IT
enables business operations, and it will do so during the
transition as well. In some cases, these systems are seen
as strategic to the business and creating competitive
advantage. These are often heavily customized, have
a unique name, and assumed to be owned by the
company. However, this may not be the case at all. It is
critical that Procurement be included in the transaction
once Corporate Development has engaged a buyer. This
can prevent the sale of something that the company
does not own. Just as IT enables business operations,
Procurement enables IT. Understanding the nature of
the transaction and buyer/seller obligations regarding
third party suppliers allows IT Procurement the chance
to plan more effectively and execute more quickly.
3. Focus
More effective and faster execution requires a much
more focused approach. While “dialing for dollars”
will generate a certain amount of savings, applying
it to all suppliers would be unwise. Certain suppliers
should qualify for more special treatment. To determine
who these suppliers are, evaluation criteria should be
developed and then applied to your supplier base.
Potential criteria may include:
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•
•
•
•
•
•
•
•
•
•

Business criticality
Spend
Renewal dates
Time remaining until renewal
Structural lead time issues
Complexity of agreement
Specifics of relationship
Supplier risk
Resource capacity
Data availability

Do not expect this to result in a list of hundreds of
companies. Rarely are there more than 50 suppliers on
the list even for very large, multinational companies?
Some suppliers will be obvious while others will surprise
you. With the list in hand, you can now determine your
priorities and identify resource requirements. The list allows
you to develop a plan and start to execute against it.
4. Control
Now, you need to take control of the process. Almost
immediately after a transaction’s announcement,
suppliers come out of the woodwork. IT suppliers
in particular will start pounding the doors. Sales
representatives will call their direct contacts, their
contacts’ bosses, the janitor, or anyone else who may
talk to them. They will tell everyone what you “have”
to do, why you are risking non-compliance, and why
you have to act immediately or they will discontinue
services. They will play the seller and the buyer against
each other telling the seller one thing and the buyer the
exact opposite. They do this because it is successful. In
other words, the supplier takes control of the process
and sets the tone for discussions.
As all good negotiators know, controlling to process
improves the probability of success. To do that, buyers and
sellers need to take a different approach to their process.
1. Set and control the timeline — Suppliers hate
uncertainty. Commit to reaching a resolution by a
certain date. Give them a high-level work plan so
they can communicate to their executives.
2. Know thyself — Data levels the playing field and
provides unemotional support whether talking to
your own stakeholders or the supplier. Oftentimes,
companies use date ineffectively, or worse, not at all.
During a transaction, IT needs things now. That reality
drives their behavior. They often do not care about cost.
They just want it DONE. They can become so focused
on the LD1 date that they lose sight of the larger
business objectives. Push them early to think about their
overall business intent: What will happen on Day One? If

appropriate, what will happen when TSAs are exited? IT
Procurement professionals need to consider the impact
of these things on the entire supplier relationship and
leverage it in their negotiations.
3. Analyze your suppliers — Like the individuals who
work in them, companies tend to focus entirely
on what their own needs. People are prone to
negotiating based on what “feels right.” Such “faithbased negotiations” can prolong the negotiation
process. Data-driven negotiation reduces supplier
uncertainty. Data shows you what is most important
to them. Whether the buyer or the seller, combining
your internal analysis with a detailed understanding
of the supplier will help you unlock value in your
existing contracts and position you for a more
attractive relationship later. When suppliers stress
urgency, buyers and sellers each need to focus on
the future relationship. Few suppliers are willing to
abandon your business.
5. Communicate
Understanding future supplier relationships requires
Procurement to work in partnership with IT. This can
be challenging given the tenuous relationship between
Procurement and IT within many companies. At times,
their objectives are misaligned. During a transaction, IT
appropriately focuses on work plan execution. While
supporting Day One remains a significant part of
Procurement’s role during a transaction, they concurrently
need to reduce costs. To make this work, Procurement
needs to better understand the changing nature of
the demands on IT and work to keep suppliers flexible
enough to respond to those changes. IT, on the other
hand, needs to acknowledge that the supplier also has
a voice in the process. When Procurement successfully
takes control of the negotiation and the communication
as previously discussed, the risk of operational disruption
is extremely low. When supplier uncertainty decreases,
economic risk decreases as well. This makes it easier for
Procurement to achieve their objectives.
Conclusion
By acknowledging that anything is possible and setting a
plan to achieve it, IT can contribute positively to synergies
and cost reduction. Recognize that your suppliers value and
need your business. They are unlikely to pull the plug on
their relationships whether you are the buyer or the seller.
IT Procurement should play a bigger role in the transaction
and proactively negotiate with both the supplier and the
business. Revising your approach can significantly increase
savings, reduce the time needed to achieve them, and
mitigate risk. You just need to do it one supplier at a time.
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Mobile Computing —

Navigating the “data iceberg”

Authored by: Suketu Gandhi, Tariq Zawahir, Rhet Mitchell, and Aravind Ratnam
Rapid technology developments in wireless connectivity
and mobile devices marked the beginning of the mobility
revolution. Next came the “there is an app for that” era,
where software developed for smartphones and tablets
became an integral part of our everyday lives. Today,
this revolution has infiltrated businesses where mobile
initiatives are popping up in every business unit and is
forcing organizations to rethink how they store and utilize
the data being generated. As the capabilities of digital
devices soar and prices plummet, sensors, and gadgets
digitize lots of information that was previously unavailable.
Mobility today touches many parts of an organization and
provides unprecedented opportunities for sensing, storing,
and analyzing microdata on human and machine activities
at extreme levels and resolution levels.

Mobility
Social
Location
Friends
Media
preferences

Machine to
machine
Sensor data
Telematics
Smart
appliances
Buildings and
infrastructure
Medical
devices

Financial
Transaction
data
Buying
preferences
purchasing
pattern

Wireless networks and mobile devices record the traces of
movements, social and financial transactions.
Where is the data coming from?
Mobility-led information is generated in the following ways:
• People to people — Social networking services record
our connections to friends, colleagues, and collaborators
• People to machine — Mobile payment systems record
the tracks of our purchases. Digital media tracks our
preferences and what we watch or listen to on mobile
devices. GPS devices track our movement. Highly
sophisticated mobile applications are capitalizing on
smartphone features, such as geolocation, overlaid with
intelligence on customer preferences through integration
with back end systems, to make compelling offers and
recommendations based on physical proximity
• Machine to machine — Sensors in the supply chain
track everything from materials through manufacturing
through logistics to sales; in addition, initiatives in the area
of “intelligent” products, such as telematics, smart grid,
smart appliances, home/business security surveillance,
and remote monitoring of medical implants, machines,
buildings and other infrastructure. These applications use
embedded mobile wireless connectivity solutions to track,
monitor, and optimize business processes
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What is a CIO to do?
The good news for CIOs is they are no strangers to change;
mainframes, PCs, and the Internet have all transformed
the world of business technology. Now with the explosion
of mobile, CIOs are seeing and should expect the next
disruption in mobile coming fast.
As the steep trajectory of mobile increases and consumers
who use mobility extensively in their personal lives and are
now demanding it in their professional lives, CIOS are left
with some key decisions to make.
What is clear to CIOs is that mobile data is widely available;
what is not so clear is what and how to extract wisdom
from the petabytes of data that is being collected.
There is no gate on the vast amount of mobile data being
generated. The distilling of the data from the ubiquitous
digital traces generated as a mobility side effect can help
improve corporate decision making, big or small, through
the use of increasingly sophisticated data analysis and data
mining techniques. Knowledge discovery from activity
data enables the extraction of models, patterns, profiles,
simulation, what-if scenarios, and rules of human behavior
for many businesses in the retail, finance, and insurance.
CIOs should ask themselves the following questions:
• How do I support the extraction of value from my
mobile data?
• How do I develop and implement a mobile strategy to
support this value?
How do I extract value from my mobile data?
There are many analytics tools in the market today that
place sophisticated decision making abilities into the hands
of executives. Using data analytics, intelligence can flow real
time to production plants to improve productivity, reduce
inefficiencies, and respond faster to changes in business.
As a result, there is a shift in the role of IT from not only
bringing efficiencies but also being a business enabler.
• Which companies in their company’s sector are capturing
the most value from mobility?
• What were the five most critical business decisions these
companies made last year with this data?
• How many of these decisions could be supported with
better information?
• Who within the organizations is making sure that
we have better information next year? (The question
of governance)

How do I develop and implement a mobile strategy
to support this value?
CIOs need to understand that mobility will affect their
entire enterprise IT organization and in order to support
this, they will need to develop and implement an
enterprise-wide mobile strategy. There a few specific things
that should be understood and addressed in developing a
mobile strategy:
Understand the cost of mobility — Understanding that
mobility can become increasingly expensive ranging from
the cost of devices to the cost to support CIOs need to
manage these costs. Adopting a tiered approach that
focuses application investment on the user segments and
use cases that creates value is recommended.
Establish governance — CIOs should consider that in
order to truly leverage data, they should consider analyzing
mobile data within the context of the bigger picture; in
other words, integrating mobile data with traditionally
gathered data to gain a 360-degree view of the extended
enterprise. The challenge is that mobility does not fit
within any traditional IT silo, as it can affect application
development, business processes, infrastructure, and
operational processes resulting in significant changes
in each area. With this, CIOs are recommended to take
on projects which are small in scope: identify one set of
desired data, capture it, explore new data management
techniques, and determine integration points with existing
data. Starting with pilot projects and building on successes
will help enterprises realize the benefits of leveraging big
data with minimal disruption to the business.
Establish a well-defined mobile policy — A clear set
of mobile “do’s and don’ts” will be needed in order to
guide the overall IT strategy as well as the employee
expectations. Balancing the employee demands for things
such as personal devices with the security of the overall
enterprise, IT security is becoming a challenge with the
proliferation of the concept of BYOD. CIOs should enforce
concepts around device types and usage metrics.
Build or buy the support infrastructure — The new
mobile strategy will require an architecture redesign,
vendor evaluations and integration into the existing
infrastructure. This activity should be “top of mind” for
CIOs as they prepare for their mobile strategy.
Identify the areas of business that will benefit the
most and generate the most value — In some cases,
significant business value can come from the nontraditional
value-generating areas of a particular business or reside in
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a small but critical user segment (e.g., sales and support
staff). The CIO must identify these areas and users seeking
to understand the ways in which mobile data can be used
to generate intrinsic value.

And Mobile is already the creative disruptor to existing
architectures given its amount of processing (mobile
processors are almost as fast as PC processors) and data
generation/handling capabilities.

A major jet engine manufacturer has developed a
monitoring system for a series of engines. The company
not only sells engines but also sells services that look after
the engine. This system logs the actions, performance,
and status of the components in the engines electrical and
control systems. It collects data which is then used to draw
certain conclusions, based on algorithms programmed into
the collection system. The monitoring collection system is
ground based, while monitoring engines flying in the air,
floating on the sea, or generating electricity in another
continent. All monitoring systems work on the simple basis
of Sense — Acquire — Transfer — Analyze — Act.

Simply put, current mobility-driven data networks can do
more, and the CIO will need to think about how to make the
most of what he has to work with or risk getting left behind.

The company’s services business is built on the intelligent
use of a phenomenal amount of data. The company
typically measures around 20 performance parameters
on an engine, such as vibration levels, oil pressure, and
temperature. A company powered aircraft takes off or lands
every 2.5 seconds. The company’s engines power 5.5 million
flights every year travelling 12 billion miles, and at any one
time, 200,000 passengers are flying on these planes. The
company has over 13,000 engines in service with more than
500 customers on more than 30 different types of aircraft.
The company has about nine gigabytes of data per day (and
growing) streaming into their data centers, which equates
to half a billion data reports a year. The data is analyzed as it
flows in, with trends extrapolated and anomalies detected. It
not only gives the company early warning on fault diagnosis,
but also equips it to help its airline customers to schedule
maintenance more cost efficiently.
Understand the broader integration needs — CIOs will
need to assess their current application and infrastructure
architecture as well as their future state IT road maps. As is
the case, many CIOs probably do not have any mobility or
mobile end-user needs built in. As a result, many projects
will need to be reprioritized in order to encompass the
mobility needs of the organization.
Changing architectural paradigms
According to Gartner, the top three technology priorities
for CIOs this year are analytics and business intelligence,
mobile technologies, and cloud computing, including
SaaS. CIOs will automatically see themselves ahead of
when they align their strategy with each of the above
areas. The future data architecture will probably revolve
around mobility-enabled Big Data, powered by the cloud.

There are several game-changing technologies that
the CIO should be aware of. Hadoop is a framework
that allows large-scale analytics operating on data
coming from a variety of sources. Hadoop runs on a
collection of commodity, shared-nothing servers that
consolidate and combine high volumes of data in order
to better understand it. Hadoop can work on structured,
unstructured, and complex data. For the CIO, cloud-based
computing with Hadoop to manage data can provide near
real-time information, business agility and cost reduction.
With mobility, big data is accessible anytime
and anywhere.
Case study: The retail CIO situation
A lot of retailers are trying to get closer to customers but
have not been up to the task. There has been a desire
across the industry to personalize marketing campaigns,
coupons, and offers down to the individual customer, but
legacy systems have been incapable of supporting that.
As an example, improving customer loyalty and with it
sales and profitability was desperately important to Sears as it
faced fierce competition from Wal-Mart and Target, as well as
online retailers, such as Amazon.com.
Sears’ process for analyzing marketing campaigns
for loyalty club members used to take six weeks on
mainframe, Teradata, and SAS servers. The new process
running on Hadoop can be completed weekly, Shelley
says. For certain online and mobile commerce scenarios,
Sears can now perform daily analyses. What is more,
targeting is more granular, in some cases down to the
individual customer. Whereas the old models made use of
10% of available data, the new models using Hadoop run
as much as 100%.1
A Shop Your Way Rewards membership program started
by Sears in 2011 is part of a five-part strategy to get the
company back on track. Behind the scenes is a cutting-edge
implementation of Apache Hadoop, the high scale, open
source data processing platform driving the big data trend.

1 http://www.informationweek.com/global-cio/interviews/
why-sears-is-going-all-in-on-hadoop/240009717
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Despite Sears’ less-than-cutting-edge reputation as a retailer,
the company has been an innovator in using big data.
This is just the beginning. On the horizon, Google is building
Spanner, a software system in the cloud, which could
form the foundation for a global database-as-a-service
platform to rival Amazon, Microsoft, and Oracle, by being
able to redistribute data around its nodes across the world
to overcome latency challenges. Data anytime, anywhere
represents a new set of challenges for the CIO who looks
at data as something to be managed and also a new set of
opportunities for the CIO who views data as an enabler to
unlock business value.
What does the future hold
For many organizations, the mobility opportunity is clear,
but understanding where to begin is not straightforward.
CIOs are in the middle of the mix, facing their own
concerns about the strategy, infrastructure, and delivery
capabilities required to meet the mobility demand with
enterprise class solutions. To position IT as a driver of
business innovation and agility, consider these steps:
Raise awareness. Move mobile toward the top of the
CIO agenda. Put together a SWAT team of designers,
architects, and developers and have them rapidly train
on a mobile platform of choice. Find the early seeds of
mobile opportunities and zero in on one that has clear
business value.

Mobilize your foundational strategy. The mobility
landscape is moving at warp speed. CIOs need a mobile
strategy limited to a six-month horizon; decide on an
initial mobile app architecture; establish foundational
recommendations for management, deployment, and
support; create a road map of prioritized use cases and
apps; and establish a plan for how to meet demand. This
strategy does not need to be exclusionary of any specific
technology option: choose where to develop natively,
where to use cross-platform enablement tools, and where
to build mobile-tailored Web apps. Do them all at once,
in rapid succession, and you will provide yourself with
strategic flexibility for the medium-term.
Rethink IT. Mobile is different than traditional IT. To achieve
your goals, you will need a unique mix of creativity and
design talent that might not be a core discipline within the
CIO’s shop. Take cues from leading consumer applications
and improve scope, usability, and backend performance to
leverage the unique characteristics of mobile.
Bottom line
Mobility is quickly becoming one of the more important
battlegrounds for business innovation. Operating models
are being redrawn for consumers, employees, and business
partners alike. This puts enormous pressure on CIOs to
determine whether mobile solutions are ready for the
enterprise. In the push for usability, however, ideas like
reliability, security, performance, and maintainability should
not be forgotten.
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Mobile Computing —

Preparing IT for the challenge of BYOX

Authored by: Eugene G. Lukac and Tyson Thedinger
Introduction
BYOD is so 2000s. Admittedly, there are still very few CIOs
who are able to respond fully and take advantage of the
BYOD trend. Yet now, even before CIOs have cracked the
BYOD nut, they increasingly have to cope with business
users who want to bring their own applications, data,
storage facilities, and processing service and expect the
CIO to integrate it into, and often maintain it as part of,
the organization’s IT environment. We call this
hyper-trend BYOX.
Since CIOs do not yet have a definitive answer for BYOD,
they have even less of an answer for BYOX. This article is
intended to alert CIOs about the emerging BYOX trend,
describe some real-world BYOX examples, and point out
some of the more successful approaches that are being
implemented to handle at least some aspects of BYOX.
Ever since the first launch of the iPhone in 2007, there has
been an increasing discussion of the BYOD phenomenon in
the specialized media. Today, it is hardly possible to pick up
a copy of an industry publication, access a related website,
or participate in an IT social media exchange without
encountering a BYOD discussion. Discussions range from
cost aspects to security concerns to privacy expectations.
At the same time, with much less media attention, we
have witnessed the emergence of a plethora of technology
options that business leaders can turn to directly. The
timing is nicely coincidental. Frustrated as many business
leaders are with the perceived slow response, limited
resources, and red tape of their IT departments, they
are now able to obtain the desired technology without
the troublesome involvement of the IT department. The

available offerings run the gamut of the technology stack
from full services to software to data to infrastructure:
• A manufacturer’s HR department contracts for payroll
services from an external provider
• An oil company’s refinery contracts for the use of a
maintenance management application provided on a
SaaS basis
• A retail bank’s marketing department contracts for
access to census data, such as household income, to use
in targeting an advertising campaign
• A media company’s production department contracts for
the electronic storage of the “dailies” — the video shot
each day
What is wrong with these efforts to acquire technology
without involving the technology department? Nothing
— unless what is acquired externally needs to be linked in
some way to what is available internally, for example:
• Payroll services may need to link to the GL for financial
reporting
• Maintenance software may need to link to staff skills and
availability or to the inventory of spare parts
• External census data showing potential customers
may need to be compared to internal data identifying
actual customers
• Video dailies may need to be made available to a
select group of company employees as tagged in the
company’s HR and email systems
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When the externally procured technology asset needs to
link to internally available technology assets, we enter
the world of BYOX, and the IT department needs to be
involved. After all, it is the IT department’s responsibility to
guide the use of technology for business advantage while
safeguarding the information and technology assets of the
organization. Regarding BYOX, IT departments should be
concerned with four factors:
1. Integration: enabling the seamless linking of internal
and external assets
2. Safety: protecting information assets from loss,
unauthorized disclosure, or the introduction of malware
3. Convenience: simplifying user sign-on and promoting a
consistent user experience
4. Cost: promoting the cost-effective use of technology
To deal effectively with the growing BYOX trend, and
to fulfill its corporate responsibilities, the IT department
has three tools at its disposal: policies, technologies, and
marketing. The enlightened CIO should anticipate the
trend and apply all three tools.
Policies
An IT department dealing with BYOX is analogous to an
urban community where people essentially bring their own
buildings. Both are concerned with the integration and
safety of the assets introduced into their domains. Urban
communities address these concerns with zoning laws and
building codes. Zoning laws are designed to harmonize the
elements of the community into an integrated whole. The
building codes are designed to keep the occupants safe
from hazards such as fire, collapse, or sanitation problems.
IT departments need the equivalent of zoning laws and
building codes. The technology equivalent of zoning
laws is architecture. Technology architecture aims at
establishing the mechanisms for integrating or interfacing
hardware, software, and data. Architecture accomplishes
its goals through specifications and protocols. Master data
management, for example, enables harmonizing data
sources by specifying, among other things, the format for
representing dates and times in an unambiguous manner
across countries and time zones.
The technology equivalent of building codes is the set of
standards aimed at protecting users and assets from harm.
These may include, for example, password standards, the
deployment of antivirus software, and the use of backup
and recovery facilities.

Of course, technology architecture and standards are
not new. What is new in the BYOX world is their critical
importance. No longer are they merely an adjunct to the
main business of IT. In fact, it is possible to argue that
in a world where users can procure their own devices,
software, and data independently of IT, an important role
of IT is now centered on setting, communicating, and
enforcing architecture and standards.
Technologies
Fortunately for CIOs, there are an increasing number
of tools available that enforce user policies and provide
services that increase user convenience. These technologies
create “containers” to protect data, services, and other
IT resources. Containerization comes in three forms:
encryption, application wrapping, and hypervisors (i.e.,
virtualization).
• Encrypted folders is very established form of
containerization. By using encrypted folders that
integrate with the applications and operating systems,
this approach can secure data and limit access to IT
resources. Administrators can restrict access based on
the type of device, device behavior, the applications used
(e.g., requiring antivirus), and the configuration (e.g.,
restricting jailbreaked phones)
• Application wrapping is done at the application level
— meaning the BYOX technology works differently
with each application. Some applications are allowed
access to IT resources, while other are prohibited.
Access is based on the policies established by IT. This is
highly customizable and provides granular control for
administrators
• Hypervisors create virtual environments on devices.
This is a newer approach to containerization and is
full of potential. Only the virtual applications, created
by the hypervisor technology, are allowed access to IT
resources. Hypervisors provide strong security and offer
increased functionality for users.
The objective of this technology is to provide IT security
while still providing functionality in a highly heterogeneous
environment. These tools help CIOs address BYOX
concerns while enabling user BYOX initiatives. Some
of these solutions are available on premise and others
are SaaS solutions. BYOX technology is new to the
marketplace, so it may not have every security or
compatibility requirement a CIO needs. BYOX solutions,
therefore, require careful evaluation before selection.
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Marketing
In a BYOX world, IT should not only define and enforce
policies, but should also be able to persuade the user
community of the reasonableness of the policies and
gain willing adherence. Furthermore, IT may want to
communicate the availability of services that either obviate
some potential BYOX options or, conversely, make it
easier for users to take advantage of them. Since BYOX
means that IT no longer has a captive user base, its user
communications — its marketing efforts — are more
important than ever.
Regardless of the availability of policy-enforcing tools,
some common sense policies require active user
participation. For example, policies about not leaving
devices unattended in public places, or not sharing
passwords, require users to deliberately lock down
devices, or refrain from making their passwords known.
Informing users about the existence of these policies, and
the impact of violations requires deliberate and persistent
communication efforts.
IT may also want to alert users about vendor products or
services with known weaknesses that may compromise the
integrity of the corporate information assets. Or perhaps
in a more positive vein, IT may want to advertise a list
of precleared vendors. Since the trend for users to deal
directly with vendors is irreversible, the IT department
should focus marketing efforts towards steering users in
the right direction.

For many users, dealing with technology vendors may
be a new or infrequent experience. For that reason, IT
departments can offer contract negotiation support in the
form of a self-service checklist or by providing experience
at the negotiation table. Besides providing the user-desired
functionality or capability, vendors should be able to show
how they will protect the company’s proprietary assets.
Finally, Its marketing efforts should also help educate
users about cost effective alternatives. In many cases, we
have seen users shop outside for functionality that already
existed in-house, simply because they were not aware of it.
On other occasions, users have acquired the first offering
featured in an airline magazine, rather than opt for a
more cost-effective, fit-for-purpose solution, again, simply
because they weren’t aware of the alternatives.
Conclusion
CIOs should not be surprised by the BYOX trend. It is
happening all around them. The success of CIOs is now
defined less by the technology that they build than by
the business they enable. They need to become adept
at channeling the BYOX trend so that it translates into
business advantage for their organizations. They need
to help users find and deploy the appropriate internal or
external technologies, while making sure that corporate
assets are well protected. To navigate the brave new world
of BYOX, CIOs need to arm themselves with some of the
policies, technologies, and marketing capabilities described
in this article.
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providers.
Mushtaque has also led the planning development of a
global infrastructure utility for a major FSI organization. The
project involved the analysis and integration of disparate
IT infrastructure services and consolidation/optimization of
the global IT infrastructure organization. Mushtaque also
has extensive experience helping clients implement global
IT infrastructures, IT transformation, IT governance, and
business-IT alignment.
Gerardo Hernández
Gerardo is a senior manager in Technology Strategy and
Architecture. With more than 12 years of experience
in IT consulting, Gerardo has collaborated with global
organizations in different industries, such as financial
services, retail, and automotive. Gerardo has worked
with his clients to increase business and IT alignment by
optimizing their it operating models and IT architecture.

Gerardo is experienced in understanding business direction
and context and an organization´s culture and its impact
on how to deliver tailored and effective IT strategies.
Gerardo is working on building the Technology Strategy
and Architecture practice in Mexico.
Joseph Joy
Joseph is a director in Deloitte who brings 20 years of
consulting experience specializing in M&A IT and has
worked on over 100+ M&A deals. He has extensive M&A
diligence, divestiture, integration, carve-out, restructuring,
and technology management leadership experience.
Joseph has led several high profile and multi-billion deals
for large private equity and strategic clients. Joseph
demonstrates strong skills in leadership and management
and focuses on risk analysis, planning, developing
frameworks, IT strategy & governance, IT assessments, IT
synergies, and cost reduction. He has been published on
many articles on M&A topics.
Varun Joshi
Varun is a principal in Deloitte’s M&A IT practice, with
more than 15 years of experience advising, managing,
and executing complex mission-critical business and
technology components within the context of mergers,
acquisitions, and divestitures. He has experience across all
stages of the M&A transaction life cycle and deep expertise
in Day One planning and post-merger integration. Varun
has successfully managed large-scale domestic as well as
global M&A engagements. His clients have spanned across
high-tech, financial services, and life sciences industries,
representing both strategic and private equity buyers. His
experience includes leading large-scale transformation
programs and IT application portfolio rationalization efforts
with a focus on business critical systems and business
process transformation. Varun has deep expertise in
executing complex divestitures and IT carve-outs.
Bernd Kamasi
Bernd Kamasi is a senior consultant in the Technology
Strategy and Architecture practice with Deloitte LLP.
He has 4+ years of experience in IT strategy, capacity
planning, IT cost reduction, M&A divestiture, and project
management. He has helped clients across health care,
telecommunications, public sector, and financial services to
achieve more efficient IT operations.
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Manav Kumar
Manav Kumar is a specialist master with Deloitte Consulting.
He has recently led two capacity planning modeling projects,
including the creation of 600+ resource models across
platforms, leading to the identification and remediation
of capacity gaps well before they impacted the business.
Manav is also a TOGAF certified enterprise architect.
Elaine Loo
Elaine is a senior manager in Deloitte’s Human Capital
Organization Transformation practice. Her focus is
on developing and implementing large-scale, global
transformations that drive business performance
across the IT organization. With more than 15 years of
consulting experience, Elaine has proven expertise in
leading organization, talent, and change management
programs across the organization. She has developed and
implemented user adoption strategies for more than 8 full
life cycle ERP implementations, focusing on the areas of
change readiness, communications, training, workforce
transition, and leadership alignment. Elaine also has deep
IT organization design and talent management experience
and has worked with multiple clients to align their
organization to their business needs. Her experience in this
area includes operating model design, detailed organization
and role design, process assessment, workforce analysis,
talent strategy development, high potential development
program implementation, performance management, and
competency modeling solutions.
Eugene G. Lukac
Eugene is a specialist leader in Technology Strategy &
Architecture. He is a hands-on leader focusing on helping
IT organizations align business and IT strategies, improve
the business effectiveness of IT processes, and integrate IT
functions in mergers and acquisitions. He is a recognized
speaker and author on the business management
and contribution of IT organizations. He also develops
and conducts IT strategy training courses for Deloitte
audiences. His experience spans a broad cross-section
of industries, including financial services, energy, and
consumer and industrial products

Chris Martin
Chris is a specialist leader in Deloitte Consulting LLP’s
Technology Strategy & Architecture practice. He has more
than 20 years of delivering value in IT strategy, IT process
design and development, and deployment of technology
solutions that facilitate achievement of strategic business
objectives. He focuses on Program and Portfolio
Management (PPM), Application Portfolio Management
(APM), and IT financial management but also has a strong
background leading design, development, and rollout
of global systems, including management of offshore
development. Mr. Martin has had significant success
delivering $10s of millions in cost savings through initiatives
that have streamlined global IT systems, improved
processes, and implemented productivity enhancing,
cost efficient technology solutions. He is a proven leader
experienced in managing large IT organizations, project
teams of 60 people, large operational budgets and IT
budgets.
Abhishek Mathur
Abhishek is a manager with the Technology Strategy service
line and has worked with multiple top-notch technology
companies to define their transformation map and achieve
technology alignment with the overall business strategy.
Abhishek focuses on strategy, transformation, and
business-led technology enablement to help clients gain
value through operational efficiency and effectiveness.
Some of work that Abhishek has done includes market
analysis, product portfolio design, and defining the short
and long term road map for the sales team. He has
also led the contract management, Transition Services
Agreement, technology migration/integration, issue and
risk management, and legal separation readiness teams
as part of his M&A responsibilities. Abhishek’s area of
specialization includes M&A IT; managing large-scale
business transformations; developing, managing, and
executing strategy; formulating IT strategy, road map; and
aligning the same with business strategy.

Prior to his 15+ years in consulting, Eugene had 15+
years of experience managing large information services
organizations. He is a frequent guest speaker at premier
industry gatherings. His articles have appeared in
publications such as CIO, Bankers Monthly, and the
Journal of Business Strategy. He is fluent in Spanish,
English, and French.
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Christine McKay
Christine McKay is a specialist leader in Deloitte’s Mergers,
Acquisitions, and Restructuring practice. With nearly
20 years of experience, Christine has worked both as a
consultant and as a corporate development professional.
Her work crosses multiple industries, including financial
services, high tech, telecommunications, energy, and
manufacturing, and spans more than 20 countries.
Christine focuses her consulting work on helping clients
manage the operational and financial impacts of M&A on
IT sourcing and software licensing. She works closely with
her clients to identify and mitigate potential acquisition
risks related to their largest and most complex IT supplier
agreements. Christine leverages her extensive experience
to help clients develop and execute successful negotiation
strategies for suppliers affected by the transaction.
Christine holds her MBA from Harvard University and
her BS from Rensselaer Polytechnic Institute and was
formerly an adjunct professor at Bentley University, where
she taught Negotiations.
Jennie Miller
Jennie is a management consultant in Deloitte’s Strategy
and Operations M&A and Restructuring practice with
extensive experience in financial services. Her client service
experience has focused on helping companies design and
execute complex divestiture, integration, and restructuring
programs. Her primary clients have included retail banking,
insurance, and manufacturing institutions. As part of her
divestiture and integration background, Jennie has led
development and implementation of Day One separation
plans, the build and implementation of post Day One
governance models, and pricing for Transition Services
Agreements (TSAs).
Rhet Mitchell
Rhet is a manager with Deloitte Consulting’s Technology
Strategy practice. Rhet has more than 10+ years of
consulting experience in manufacturing, financial services,
health care and insurance clients. His experience includes
business and IT strategy alignment, IT operating model
assessments, IT effectiveness, IT benchmarking, IT cost
reduction and optimization, application rationalization,
market and competitor analysis, and technology value
realization strategies.

Matt Orbin
Matt is a senior consultant in Deloitte’s Technology Systems
Integration practice. With four years of experience, Matt
has served both state and federal agencies dealing with
public welfare, medical logistics, and healthcare. He has
been involved in delivering projects that span across the
system development life cycle, from developing investment
decision frameworks and enterprise architecture
compliance trainings all the way through leading
integrated performance testing of custom applications
and overseeing the nightly completion of time-sensitive
business operations. Matt also has a strong interest in
data visualization and converting raw data into actionable
intelligence that clients use to make education decisions
about their business.
Matt earned his BS in Information Science Technology from
Penn State University. He is certified in Lean Six Sigma and
IT Infrastructure Library (ITIL) v3.
Eugenia Pastor
Eugenia Pastor is a specialist master in Deloitte’s
Technology Strategy and Architecture practice. She has led
multiple IT operations improvement initiatives, including
IT process design and implementation, and infrastructure
project delivery. She has recently led the design,
implementation, and operation of a capacity planning
process at three different health care clients. Eugenia holds
several ITIL v3 certifications.
Sridhar Prabhakaran
Sridhar Prabhakaran is a manager in Deloitte Consulting’s
Technology Strategy and Architecture service line. His
primary area of focus is business-IT alignment, and he has
worked in strategic IT initiatives, such as IT governance,
IT cost reduction, and IT application rationalization across
multiple industries such as financial services, insurance, and
manufacturing. Sridhar recently led the capacity remediation
activities for a Deloitte health care client as part of a capacity
planning process implementation in preparation for the
client’s busiest season.
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Michelle Pugh
Michelle Pugh is a manager in Deloitte’s Human Capital
Organization Transformation practice. Her focus is on
increasing effectiveness and efficiency across the IT
function through the development and implementation
of organization and talent solutions. With more than 14
years of human capital and consulting experience, Michelle
has expertise in IT organization assessment, design and
implementation; governance and decision rights; job design
and competency modeling; and transformational change
management. Michelle has also led the development and
implementation of change management, communications,
and training strategies for a number of ERPs.
Florian Quarré
Florian Quarré is a senior manager in Deloitte and IT
professional with more than 10 years of experience, 6 of
which are in Technology Strategy Consulting, primarily
servicing Fortune 100 Healthcare insurances and PBM
companies. Florian is a healthcare transformation agent
whose expertise lies in advising CIO, CTO, and COO level
clients on the alignment of Business and Technology
Strategies with value based investment analysis,
strategic planning, and the use of innovative, disruptive
technologies.
While deployed in India, in addition to leading the
execution of offshored strategy engagements, Florian
was directly involved with Deloitte’s Global Leadership
in the development of Deloitte’s offshored Technology
Strategy and Architecture department in India, defining
and implementing the department’s operating model, and
overseeing the operations on a daily basis. Additionally,
Florian oversaw the creation of Deloitte’s India-based
healthcare insurance group, providing structure for
identifying and growing professionals aligned with
specifically tailored business acumen, with the goal to
better serve Deloitte’s clients on the basis of business
driven technology engagements.
Finally, Florian is a key driver of Deloitte’s “Global
Technology Strategy, Enterprise Architecture and
Governance” Market Offering, participating to the
development of Deloitte’s EA Methodology, supporting
the sales, launch and execution of projects worldwide.
The focus of these projects is on Business and Technology
Strategy alignment, for clients and prospects in varied
industries such as insurance, finance, public sector,
consumer product, retail, energy and transportation.

Prasanna Rajappa
Prasanna Rajappa is a senior consultant within Technology
Strategy and Architecture practice. He has 9 years of work
experience in providing technology consulting and system
implementation services to clients in insurance industry.
He is also a specialist in identifying and solving business
problems for clients using models, such as TRIZ and six
thinking hats. He has extensive experience in all phases of
technology planning, development, and integration from
strategy to implementation. He has successfully executed
multiple projects in legacy transformation, new product
development, and stabilizing existing systems. Prasanna
specializes in application rationalization, enterprise
architecture, premerger IT due diligence and post-merger
LD1 planning.
Aravind Ratnam
Aravind brings in more than 7 years of industry experience
across TMT, including consumer devices, embedded
systems, industrial automation, semiconductors, and
clean energy in roles, spanning across product design/
development, stage gate process design, system
engineering, quality optimization, product portfolio
rationalization, pricing, and key account management.
As the founder of a former consumer device accessory
startup, Aravind’s skills also include due diligence, business
operations planning, market research for M&A, competitive
analysis, financial modeling and analysis, M&A process
reengineering, and lean transformation and leadership in
product design and development.
Arvin Ravisekar
Arvin Ravisekar is a manager in the Systems Integration
Practice. Arvin has been leading consulting projects
focused on solving application performance and capacity
challenges in the healthcare, retail, and telecom industries.
His specialization includes enterprise capacity planning,
performance engineering, process design and governance,
and integration testing. Arvin recently led the creation of
capacity demand models for 90 critical applications as part
of a Capacity Planning project for a healthcare client.
Scott Rosenberger
Scott is a principal in Deloitte Consulting’s Consumer
& Industrial Markets and he is the industry leader for
the THL and transportation sectors. His specialization
for client service is focused on Technology Strategy and
Architecture, where he is the service leader for enterprise
architecture. The THL and transportation sectors of Deloitte
provide unique and innovative solution capabilities and
services to the world’s leading companies in each of these
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marketplaces: hotels, travel service companies, restaurants,
airlines, air freight and transportation companies. Scott
works closely with clients by guiding business strategy
and the application of information technology. With more
than 26 years of experience, Scott has consulted globally
to Fortune 2000 companies and has been involved in
all phases of technology planning, development, and
integration. As a certified ITIL and FEA Architect he led
the design and development of Deloitte’s comprehensive
architecture methodology, which is both TOGAF and
DODAF compliant.
Shomic Saha
Shomic Saha is a specialist leader in the Technology
Strategy and Architecture (TS&A) practice of Deloitte
Consulting LLP, focused on helping clients optimize
their use of technology to enable business operations
and strategies. With more than 15 years of technology
consulting experience, Shomic has helped many clients
align IT strategies with business needs and goals, optimize
their IT operating models and organizational structures,
design future state application landscapes and solution
architectures, or identify sustainable cost optimization
opportunities. Shomic is also particularly skilled at leading
IT strategy definitions and IT strategy refreshes for large,
complex, global organizations that are seeking changes
in strategy to either leapfrog their competition or make
fundamental changes in their technology assets and
operating models. He has experience across a number of
industries, including consumer and industrial products,
high tech, and healthcare.
Junaid Shariff
Junaid Shariff is a senior consultant in Deloitte Consulting’s
Technology Strategy and Architecture practice. His
experience revolves around capacity planning process
implementation, IT process design, enterprise architecture,
and data migration planning. Junaid recently played a key
role on a capacity planning project for a major health care
client, engaging the business and IT to ensure the capacity
needs were identified and met.

Saurav Sharma
Saurav is a manager with Deloitte Consulting’s M&A IT
practice in McLean, Virginia. He has experience across
the stages of the M&A transaction life cycle, including
due diligence, post-merger integration planning and Day
One readiness and cutover. Saurav has also advised clients
on post-divestiture Day 2 TSA exit planning. Saurav has
deep project management experience in managing IT
components of large-scale M&A transactions. Saurav has
successfully led teams across all phases of the SDLC, from
solution definition and analysis through implementation
and testing. Saurav’s experience also includes application
portfolio rationalization, IT service management, IT
operating model and large-scale IT transformation. Saurav
has served clients across high tech, financial services, and
telecommunication industries.
Simon Singh
Simon is a manager in Deloitte’s M&A Technology core
team, specializing in due diligence, integration, divestitures,
and contracts. Simon has led some of the most complex
and rapid fire due diligence and divestiture projects in
recent history. As a member of the M&A Technology core
team, he has developed Deloitte’s TSA methodology
as well as co-authored a number of Wall Street Journal
articles on divesture and carve-out best practices. Simon
also advises the elite in private equity, including KKR and
Blackstone, and is often brought in as a subject matter
expert in the planning and execution phases of large
strategic M&A deals.
Vic Soder
Vic Soder is a director in the Deloitte Consulting Technology
practice, with more than 25 years of experience in assisting
large clients improve technology infrastructure and
applications, including the business and technical issues
associated with application performance, workload planning,
infrastructure optimization, and system capacity planning.
He has played a key role in numerous technology planning
engagements performed by Deloitte Consulting. These
engagements have been in multiple industries throughout the
United States, with a primary focus on very large-scale online
systems supporting millions of customers, clients, or members.
He currently leads Deloitte’s Application Performance
Center of Expertise and is a member of Deloitte’s Program
Management, Functional, and Test leadership team.
Mr. Soder worked previously with Boole and Babbage and
the Institute for Software Engineering and holds a B.S.
degree in Mathematical Sciences from Stanford University.
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Dan Spar
Daniel Spar is a director in deloitte with more than 20
years of commercial and federal experience spanning
strategic planning, enterprise architecture, and the full
software life cycle. Spar has an extensive background
across multiple industries and frequently works directly
with CIOs of Fortune 500 companies.
Specialization areas include strategy, operating models, and
enterprise architecture solutions for complex environments.
Expertise includes current and target state architecture
modeling, transition roadmap design, enterprise systems
architecture, metrics, systems performance requirements,
software reliability engineering, and financial analysis.
Spar has more than 30 publication credits, including industry
conferences, journals, textbooks, and standards. Recent
presentations on enterprise architecture have been featured
by the IEEE, the Software Engineering Institute, the Open
Group, and the USAF Software Technology Center.
Spar was the creator and designer of the BPwin business
process modeling tool, a contributor to the industry
standard ERwin data modeling/database design tool, and
creator of the first widely distributed computer-based
financial stock option valuation program.
A security-cleared U.S. Army veteran, Spar has advised
high-level government and commercial organizations
internationally, including the Department of Justice, the
Hong Kong Judiciary, World Bank, Credit Suisse First
Boston, Bank of America, NATO, Dell Computer, Cargill,
WellPoint, and additional Fortune 100 companies on
strategic, business, financial, and technology projects.
Dr. Spar has taught extensively since 1993, primarily
graduate courses in enterprise architecture, technology
strategy, information modeling, and structured finance.
Rajesh (Raj) Srinivasa
Raj is a senior manager at Deloitte and Touche LLP
managing a complex global technology program that
supports content delivery to more than 70,000 audit
practitioners across the globe. Raj is a technology
strategist, an enterprise architect and an IT Leader with
more than 20 years of technology acumen in large-scale

business transformation and program delivery across
various industries. Raj has been a Subject Matter Advisor to
several C-Suite clients as a strategy consultant at Deloitte in
various areas, including customer relationship management
(CRM), predictive analytics, business intelligence (BI), global
application development and maintenance, enterprise
content management, business process management,
(BPM), cloud computing, SaaS, and dual shore.
Krishna Srikumar
Krishna is a consultant in Deloitte Consulting’s Technology
Strategy and Architecture Practice, which focuses on
using technology as a key enabler in driving business
performance. He has over 5 years of diverse business
and technical experience consulting clients on topics
ranging from formulation of enterprise-wide IT strategy to
leading large-scale complex IT transformation initiatives.
This includes both national and international consulting
engagements. His expertise lies in business process design
and analysis, IT operating models, enterprise architecture,
IT service management, and IT strategy road map
development. His industry experience includes equities
market, financial services, technology, and health plans.
He has a Master’s in Information Systems from Indiana
University’s Kelley School of Business and has a Bachelor’s
in engineering from University of Mumbai.
Christina Sun
Christina is a senior consultant in Deloitte Consulting
LLP’s Technology Strategy and Architecture practice
with experience in portfolio management, release
management, Oracle E-Business Suite implementations,
supply chain management, and end-to-end project life
cycle management. She has also worked with several M&A
clients assisting with IT due diligence, day One planning,
and post-merger integration and divestitures. Christina has
worked across a wide range of organizations, including
telecom, financial services, and consumer goods. She is
ITIL certified and holds a bachelor’s degree in Operations
Research and Industrial Engineering from Cornell University
and a Master of Business Administration from UCLA
Anderson School of Management.
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Tyson Thedinger
Tyson is a manager in the Technology Strategy and
Architecture service line. He has more than eleven years of
experience in IT strategy and engineering management.
Tyson possesses a strong technical background that
includes IT infrastructure, application development,
organizational transformation, and financial assessments.
He has assisted large-scale IT implementations across the
globe and specializes in empowering business strategies
with technology. Tyson is member of the M&A Transaction
Services practice where he evaluates IT capabilities and
maturity of acquisition targets. He is currently supporting
an international post-merger integration.
Tyson’s research and strategies have been published in
the IEEE and Wall Street Journal. He has significant
experience in the retail, technology, financial services, and
health care industries.
Nikhil Uppal
Nikhil is a senior consultant in Deloitte’s M&A and
Restructuring practice with extensive experience in financial
services. His client service experience has focused on
helping companies run detailed due diligence, design
and execute complex divestiture, and integration and
restructuring programs. His primary clients have included
retail banking, insurance, and private equity institutions.
As part of his due diligence background, Nikhil has helped
large private equity (PE) firms with understanding the
standalone run rates, key features of the IT operations, risks
and mitigation strategies associated with an acquisition

Jerry Wen
Jerry is a specialist leader in Deloitte’s Technology Strategy
and Architecture Practice, which helps clients realize
optimal business value and service excellence from IT
investments. With more than 17 years of experience, Jerry
has consulted with major healthcare and financial services
clients on developing innovative solutions, improving
business alignment, as well as driving efficiencies. Jerry
excels in solving complex problems through qualitative
and quantitative analysis, and has delivered success in
all phases of the innovation lifecycle — from strategy
through implementation. His area of focus is in IT service
management, application portfolio management, and
enterprise architecture — all are targeted at helping IT
organizations improve its solutions and capabilities to
achieve greater business value. In the area of capacity
planning, Jerry has led multiple improvement efforts to
transform organizations with reactive processes into ones
focused on proactive planning and risk mitigation.
Tariq Zawahir
Tariq is a specialist leader in the Technology Strategy, and
Architecture practice with more than 18 years working
in information technology, focusing on IT strategy and
transformation. His background includes extensive
experience in IT strategy, IT governance, application
selection and rationalization, IT infrastructure design and
delivery, IT sourcing, IT operations, capacity and availability
management, IT security and risk assessment, disaster
recovery, cost reduction, data governance, and project
management. Tariq has led projects across a number of
companies and industries.
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For more information or to obtain reprints, please contact:

Peter Blatman
Principal, Deloitte Consulting LLP
Phone: +1 415 783 6169
Email: pblatman@deloitte.com
Tom Galizia
Principal, Deloitte Consulting LLP
Phone: +1 415 783 5475
Email: tgalizia@deloitte.com
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