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Today’s Discussion

Strategy Alignment & Execution

Business Architecture as '
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Strategy Execution:
Beyond IT/Business Alignment

OF COURSE I DO.
| IT'S SOMETHING
| ABOUT LEVERAGING

| OUR PLATFORMS./:

HOW WIOWD
T KNOW?

IS YOUR ?LAN
CONSISTENT WITH
OUR CORPORATE
$TMTEGY'
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‘(DOFs YOUR PLAN R?h?f\ﬂ't P'I\%AN THERE'S NC -
I GCOD, GO BACK FOINT IN HAVING
PATFORMS! N - ANO DO THAT A STRATEGY 1F YOU
' = | AREN'T GOING TO

PRETEND TO FOLLOW |
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Enterprise Transformation:
Beyond IT/Business Alignment

* According to Michael Porter, more than 80% of
corporations do not successfully execute t
strategies. G

e He estimates that in 709
not the strategy itself, but ba

e According to Porter and others, this failu
the most significant management challeng
and private organizations in the 21° cent
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Enterprise Transformation: Beyond
IT/Business Alignment

e Approximately 70-75% of IT projects fail outright or fa|I
achieve the desired business objectives. i

e |t’s not surprising that lack of B
cited as a major contrlbutm '

execution.

e |s Business/IT alignment the
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What is Alignment?

* A Google search for the phrase “business aligned” recently and got more than
78,000,000 page matches

* But what is Business-IT Alignment? Is it possible? What would it look like?
How do you measure it? Are there different types?

Business Strategy

External

-
-

Strategic

Internal

Skills

Organizational infrastructure and

Alignment Business
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The Strategic Alighment Model (SAM)
Henderson and Venkatraman (1993)

Strategic Fit
Skitls
ﬁ

Organizational infrastructure and
Alignment

Business Strategy

Business

Scope

External

Internal

processes

IS infrastructure and processes
Business

Information Technology
al Integration

The inability to realize value from IT investments is due
alignment between business and IT strategies of organi

@ PennState
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EA Can Be the Linchpin to
Bridge the Strategy to Execution

Enterprise Business Strategic Response
Governance Strategy and —»
Intent

Functions

[ Future State |

Change Assumptions l

Ente_.-rprise Current State l
Architecture -
As_sessmenFs Gap Analysis ]
Business metrics, - 00@0@0- @@ .

premortems/
postmortems

Management

Principles, models,
standards, guidelines

Portfolio Management

Project { Alternative Analysis }'

Management

Design, build, run '1 Proposed Initiatives ]«

PennState
Smeal College of Business



A Traditional View of
Enterprise Architecture Domains

Business goals and objectives

Business systems, organization units,

Data/Information
Architecture

Application Architecture

Hardware an:

Network
infrastr

YV V
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Define Architecture

Process & Approach

Current State

Business
Architecture

Data/Information
Architecture

Architecture

Where we are

Obtain & Maintain

Buy In & Support

Change
Management

Enterprise
Integration

Business
Strategy

Governance

Risk
Management

Portfolio
Management

Project
Management

Understanding of
Organizations

Enterprise

S Enterprise Information
Application AUEILS Modeling Technology Acumen
Architecture — :
Value .
Communications ¥ ‘& Leadership &
i Strategy easuremen Decision Making
Technical/ Management
Infrastructure A

Migration /
Implementation
Planning

How we’re going to get there

Future State
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Alignment

* Does alignment lie with strategy? There is, hopefully, a
business strategy. It might be to double the focus on c
markets, or expand into new product areas, bu
smaller W|dget makers, or just |mprove C n
The business vision translates |nt* 5t
to achieve it, and eventually all th
mission for staff to get behii

* If the business strategy is clear
between two competing projects.
Option B to assess, it should be possible
business strategy and say “People, we m
Option B, because it better supports our X)

http://www.julianbrowne.com/article/viewer/pragmatic-strategy

PennState
Smeal College of Business


http://www.julianbrowne.com/article/viewer/pragmatic-strategy

Alignment with Strategy

* The IT strategy, and all it entails,
has to align to the Busmess Str egy.
Doesn’t it? Or else why X

Business

Strategy IT Strategy

Organization IT
Infrastructure Infrastructure

value by au

Alignment value chain.
seriously wei

together.
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Other factors that make direct business
strategy/IT alignment very difficult

e |n most industries, strategy is not static and is tweaked
conditions on the ground change — no plan su '
the enemy. -

e Furthermore, Porter and other
percent of people in a given orge
understanding of the business st

* How can we directly align IT with somethin
and that a very low percentage of people ful
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IT is an Integral Part of the Business

The IT "Alignment” Worldview A Better Worldview

Sales  Mig.
The - 5
Business

The I
Business -
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IT Strategy

The job of the IT Strategy isn’t to align to the busmess
strategy. It’s to give the business people who create it a

one. IT alone cannot save any bt
reactive changes just a bit easier
have a serious impact on the competitive

organization. i
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Defining “Capability”

* A business capability defines the organization’s capaut / Lot
successfully perform a unique business activity. Capab
— Are the building blocks of the business

— Represent stable business fun_ct n.
— Are unique and independent \
— Are abstracted from the orga
— Capture the business’ intere

* A business capability map is:

— A conceptual model of all of the organizati
with the details (people, process, and tech
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Defining “Capability”

Concept

Data gathering development

Critical analysis

Capabilities are applied to activities
to create interim value points

Service or product

Process

Research \ Publish & Research Reports

Processes structure activities to produce a value proposition
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Identify The Organization’s Capability
Map

Capability Map

Prospect to customer Concept to product Request to service

[ Idea sourcing ] [ Rapid prototyping ] [ Engineering ] [ Packaging design ] [ Channel placement ]

Relationship
management

Market analytics
Supplier to stock

B2B integration Quality control Materials management

Manufacturing to distribution

Incident management

Market shaping

[

Scheduling ][ Fabrication ] [ Applied robotics ] [ Line management ] [ Inventory control ][ Distribution logistics ]
Product education

Order to cash

[ Order management ] Order fulfillment Billing Payments Repair services

Corporate management

Sales

K

)
—

[ Human resources ] [ Finance ] [ Facilities management ] [ Contract management ] [ Strategic planning ] [ IT ]
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Capability Assessment

capabilities directly contribute to the customer va
and have a high impact on company financials. Keep tk
the intellectual property. (Transform th

capabilities hav
Advantage capabilities. Keep the

on efficiency improvement; especially in high vol
(Run the business)
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Identify Capabilities That Provide Market
Differentiation

Capability Map

Prospect to customer

Concept to product

[ Idea sourcing ]

[ Rapid prototyping ]

[ Engineering ]

[ Packaging design ]

[ Channel placement ]

Request to service

Market analytics
B2B integration

Supplier to stock

Quality control

Materials
management

Relationship
management
Incident management

Manufacturing to distribution

Market shaping

[ Scheduling ] [ Fabrication ] [ Applied robotics ] [ Line management ] [ Inventory control ]

~—

[ Distribution logistics

[ Order management ]

[ Sales

—

Order to cash

Order fulfillment Billing

Payments

Product education
Repair services

Corporate management

[ Finance

[ Human resources ]

] Facilities management Contract management

Strategic planning

L )

PennState
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Create Investment Pools

and Prioritize Funding

Advantage Strategic Support Essential

Concept to product Order to cash Request to service

Order management
Rapid prototyping Quality control -

Channel placement Product education

Supplier to stock Billing

B2B integration
PEREmE Corporate management

Materials
management

Repair services

Incident
management

Market shaping Applied robotics

Engineering

(o}
o
S
=
=
I
(]
o)
S|
o
>
o
o
]
3
o)
S
=

[l

Human resources

Relationship Line management Prospect to customer
management

Manufacturing to Finance

Distribution logistics distribution Market analytics

Facilities management

Scheduling

Strategic planning

Fabrication T

Order fulfillment

Inventory control

Allocate 60% of available Allocate 25% of available Allocate 15% of available
funding funding funding
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IT Strategy

* It’s easier to sell this type of strategy back to the busmess Your
capabilities (and understanding of key business capa ilitie
can stimulate their ideas. Suddenly IT Iooks like a platfc
opportunity and not just cost. Rather tha
about how hard it is to do what the
do what they didn’t know the

e This is difficult to do where IT.;?i‘is ali
In the world of alignment, the customer is t
the business is always right. This mindset de
and IT to influence business strategy and
projects have the most business value.
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Stop Talking About IT-Business Alignment and
Start Talking About Business Performance

&

Focusing on “IT alignment” distracts the IT organization from the real work of
understanding and promoting the goals and objectives that matter to the re
the enterprise. -

IT’s conversations throughout the en
outcomes and business performance.

Stop thinking and talking about “the business” as som“}_
to align and start thinking about it as something of whi

Use the “head of sales” rule. If the head of sales woul;
function, then don’t say it about IT.

PennState
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IT Strategy

The next step on the journey is to move from an allgn nen
perspective to an engagement and busmess value p
— treating the rest of the busmess as pa
business value together.

Value measurement, tea
communications, and gove
support this business value



Changes in Thinking at
All Levels Required

Example: IT Budgeting Process

Old Thinking: Most of IT budget (maybe
sustaining the business. Leads
that money and getting noth

New Thinking: Develop a portfo 0a(
allocated between different types of mvest
business, grow the business, transform the
becoming viewed as a strategic enabler of
and value (and also often increased expe
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Changes in Communication
at All Levels Required

Example: Value Communication

Old Thinking: Communicate network |
supported, projects completed on
(How we’re spending money &

New Thinking: Discuss contrib
contributed to drive revenue
making money.)

When you focus on metrics that define valu
conversation than the one you would normal
things faster and cheaper

PennState
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The Role of B
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The Need for Effective
Enterprise Architecture

Effective Enterprise Architecture is the key to enable the enterprise to address orders of
magnitude increases in complexity and orders of magnitude increases in the rate of change.

Defines Limits Constrains Set Policy

Bujznuoud

Enterprise
Architecture

Learning

Provides | Capabilities Requires

Adapted from Enterpnse as a strategy: Creating a Foundation For Business execution, J. Ross,
P.Weill, and D. Robertson, Harvard Business School Press, 2006

PennState
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A Traditional (and Dated?) View of
Enterprise Architecture Domains

Business goals and objectives

Business systems, organization units, -

functions, processes

Data/Information
Architecture

Application Architecture

Hardware an:

Network
infrastr

YV V
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What is Business Architecture?

At a very high level, the process of doing business architecture includes:

outcomes.

= Understanding the market trends
strategy.

= |dentifying the business capabili
as well as the impact on technolt

= Creating deliverables that can be us
investments, etc.

facilitate strategy execution.

PennState
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Strategic Business Architecture

4 Dimensions of Business Architecture:

1.Capability — an ability or capacity that business may possess or exchange to achieve a specific purpose
or outcome (what, not how)

2.Value Streams — the importance, worth, usefulness as perceived by the key stakeholders of that
organization; for example, customers (outside-in value streams)

3.Information concepts — abstract level of data, owned and defined by the business, that is absent of
technical or data management constraints (information concepts) and linked to business capability

4.0rganizational structure — map of business units and their relationship to capabilities, to establish clarity
about which business unit has which abilities (connect capabilities to business unit structure)

BUSINESS BUSINESS - ACTIONABLE
STRATEGY ARCHITECTURE RESULTS

Business strategy Capabilities Well-articulated priorities
Key policies Value streams Business-driven roadmaps

Executive priorities Information concepts and funding

Business model Organization Collaborative initiatives
Business-driven
transformation

PennState
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A Business Capabilities Portfolio is the
Cornerstone of an Effective BA Practice

Strategy Jets

context

Informs

/' maps

Business
model
canvas

g Provides ;
: metrics Describes i
apar/ \ framework / \)escn bes

Grouped

by Leverages i
Value . Capabilities —<— Busmess
chain Jeasess. services

model

apart

Confused Implemented
Enriches with Configures
and supports
Value

networks

: H% Value Composed
identify streams of many

Processes
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From Strategy to Execution

Step 1:
Develop
Goals &
Strategy

Step 4:
Deliver
Solutions

Step 5:
Measure
Success
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Leading Companies Leverage Business Architecture
to Integrate Business and IT Strategies & Execution

To succeed with business-outcome-driven enterprise architecture in organizations with an iII-defined frag_me ed
or disconnected business strategy, BA practitioners must first help business and IT leaders ratlonall , U
and communicate their business strategies.

application architecture and portfolio management.

PennState
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Strategic Role of Business Architecture:
The Bridge Between Strategy and Execution

Business Architecture

.---llll IIIII--...---IIII‘ IIII.-..
Organization Capabilities 3

AR AN

Valb Sireas '

Operating Business

Model Ecosystem Strategy

EXECUTION
Business Blueprints
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Portfolio M

PennState
Smeal College of Business




Managing IT Products and
Services as an Investment

e An IT portfolio is.... Business and IT Portfolio
A set of managed IT assets

allocated to investment strategies /a

il

Buy & Receive
Sell & Ship
Transport & Logistics

Make/New Product ll
Introduction . < _
Projects

according to an optimal mix

based on assumptions about future performance

to maximize value/risk tradeoffs _
in optimizing the organization’s return on IT investment..

LT » Applications > ERP
L o o : » f H >
Portfolio management elevates discussions St  som
between IT and » Infrastructure » CPFR
. 5 > Human Capital > Collaboration
line of business leaders > Security

PennState
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Difference Between Projects,
Programs and Portfolios

* Project is managed with clear end date in mind, accor
set scope and budget ;

* Program is a collection of tw
common goal

* Portfolio is a group of related
programs that attain wide reaching benefi

PennState
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Risk and Value

The goal of IT portfolio management
is to ensure that the highest business
value is achieved from the IT
investment

IT portfolio management is an
optimal way to categorize,
capture, and communicate IT value
in business language

e Value is achieved from the right
balance of risk and reward

e |dentify potential risks, determine
likelihood of occurrence and severity of
consequences

PennState
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What is a portfolio? Portfolio Example
Creating portfolios

Business activities

Ass

e Liquid vs. illiquid
Business
L EXpense VS. Ca pital Activities Execute
Buy & Receive
e Hard vs. soft
e Goodwill
Projects
Capabilities

Representing a portfolio is the first step to managing it

&

Creating and Detining Portfolios

Overall portfolio
Running, growing, and transforming the business

ets

PennState
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T,

e Run the business (RTB)
e C(Core
e Non-discretionary
e Grow the business (GTB)
e Discretionary

Ay

Venture

Growth

e Growth Discreti
. iscretionar
e Transform the business (TTB) Enhancemen:,s
e Venture Non
Discretionary

Core

PennState
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e Capability & Process Investments e Technology Assets
* e Cost(onthebooks)
Outcome X Types/numbg
Cycle time :

e Human Capital

Identifying Critical IT Portfolio
Components and Attributes

Resources involved
Performance indicators

e Demographics Capabilities/ - SKiIsrequired|
i Processes i :
e Competencies o . Supporting.
e Compensation [ECITNO100Y,
e Jobclass - RISKATTIUGAtionp1ans
e Skills Anaicontingencies

&

PennState
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Asset Portfolio Management

Sample asset portfolio: Desktop TCO example

e Determine desktop requirements
based on business strategy and specific
user needs

Business/IT Strategy

PSS e i
n A ARG

Establish Enterprise Priorities

e Establish desktop priorities

e Identify desktop upgrades and ne Identify

standard configurations ni e Asset
2 2% P Improvements
e Manage desktop service levels and e
support = Portfolio
Management

e Determine desktop refresh cycle time

e Manage desktop retirement P
and refresh through lease Value
terms or depreciation schedules

PennState
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Project Portfolio Management

e Map project value back to key
business drivers

Current projects
Projects in the queue

e Reprioritize and redefine projects

Managing projects as a portfolio is one of the first
steps toward enterprise portfolio management

&

Kick off
Accelerate
Curtail
Spin off
Merge

Kill

PennState
Smeal College of Business

| Business/IT Strategy

WTES

| Establish Enterprise Priorities

-

Adjust
Project
Portfolio

Project Manage

Value Portfolio Portfo.lio
Management Execution

Implement
Projects/
Programs



Portfolio Management Proj\'

| Program/IT Strategy

Iﬁforr’nation/ t
Process

| Establish Enterprise Priorities

Project

Asset Transformation

Project Proposals

Adjust
. Project
Retire L3 Portfolio
Asset
Assets
Improvements .
Asset NI Project Manag.e
Portfolio l Value Portfolio POfth.hO
\ Management Management Execution
Manage o . . 7/
Assess Asset r::a -eer:t?
Value h Usage J
; Programs
Operational Process
PennState
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Innovation is driven by different thinking
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Innovation Accelerates
Organizational Performance
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IT has Significant Challenges
in Innovation

Managing Today

= Controlling

=  Coping with complexity
= Planning and budgeting
» Organizing and staffing

= Controlling

v

Problem obsessed

= Reducing risk

=  Teaching

A utility paradigm

PennState
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Our Thinking Patterns Are Linear

Programming = Process B

Project Management = Process @/
Methodology = Process ®
Standardization = Process ;I

Linear thinkers...

®$ @f Drive for order
F

Seek control
@ Love process
A Go To ground
Avoid risk
Resist change

PennState
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Organizations Resist Change

Excellence

Cultural Norms
Egos

Rules

Mediocrity

Processes
Rules
E%os

Cultural Norms

OmAaACwnwumaA

Ineffectiveness
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EA is Often Part of the Problem

Leading edge
Frinciples
Standards

Mainstream

Frinciples
Standards
Fules

Outdated/legacy
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Defining Real Innovation:
The Seven Levels of Change

Effectiveness — Doing the right things
Efficiency — Doing things right

Improving — Doing things better

Cutting — Doing away with things

Copying — Doing things other people are doing
Different — Doing things no one else is doing

Impossible — Doing things that can't be done

(=]
=
—
o
(1]
=
<T
(]
e
el
[\
=
o
c
c

Effectiveness

Innovation
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Innovation Is Not Just
About Technology

Management

model
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Innovative Thinking is
Different Thinking

Current thinking
A& ' = Rigid paradigms
inki = Linear thinking
= Risk aversion
= Fear of failure

Thinking
“different

Thinking differently
= Creative

= Strategic

= Systematic

97 Different
= Reflective Ui results

PennState
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EA/BA Should be the
Innovation/Strategy Nexus

E« m——»———»
EA

New Proofs Prototypes - Pfloté New
Concepts of Concepts vl Products
Emerging Standard Containment Retirement | Restricted
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Create A Marketplace For New Ideas

» Build an idea clearinghouse

» Capture ideas from
everywhere

» Find the synergies
» Promote ideas for support

» Review often

PennState
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Help Others Get the
Resources They Need

EBusinsss

Architects:

« Are well connected

-
- Have identified critical SMEs It '51I=at]

- Can identify strategic thinkers

IT Leaders

PennState
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Provide Opportunity/Risk Analysis

O
@
Research Prototype Implement
Opportunity analysis Risk Analysis

- Value creation - Operational

. TCO - Skill

- Reuse - Industry change

- Extension - Organizational

- Vendor viability

- Vendor suppo

PennState
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Moving from Alignment to Busmess
Performance

This type of thinking goes beyond trad
allgnment exercises. You need"
if there has been an impa

“The mind is everything. Wha t:”;ou p—
— Buddha

1http://www.cio.com/articIe/596384/What_CEOs_Expect_from_CIOs

PennState
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Failure to Communicate Business Strategic
Objectives and Performance Metrics

Alignment

Define

- dentify
gﬁfgﬁﬂﬁs Performance | IT

HEISUSINESS: Metri
Sy : etrics
Strateg) The Business Strategyand Measures
' Objectives

_ e | Objectives of IT
- Low-cost, - i
high-quality * Increase Lgires slgielgy

Performance
provider volumes - Assetutil

ThelT
- Metrics
Customized - Developa . Customer Influence

; lanning
services Web-based ; P + Agreement
delivered orderprocess retention N process effectiveness
quickly . Improve . %%réf;ltgurablllty eRfigggnuzethe » New-project
Innovative product ) pnrtfolign index
products development + Time to market . System
performance

addressing Reducethe
new needs responsetime
« Skillinventory
Improve IT index

skills
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What is Valued with Stakeholders?

It is said that if you know your enemies (stakeholders) and
know yourself, you will not be imperiled in a hun " t
if you do not know your enemies (st ‘
yourself, you will win one and lose on
your enemies (stakeholders) no
in every single battle. "

PennState
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EA Can Address C-Suite Priorities —
but Only if You Understand Those Priorities
(and How They are Measured/Valued)

| ' Y ) —)
Customer Competitive New Attracting .
relationships advantage customers (IJEW

Enterprise . Enterprise Enterprise o
processes ] Innovation | o ationships | information | ©PUmization

PennState
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Progression along

Business Business
Architecture Architecture
Coverage Maturity Model
> Track existi (e | - Number of units > Based on the maturity

BA skillsef:= model selected,

identify current state
> Capfture information
over a set period of
. / time
> i > Track the progress
F > Visualize the progress
and target state

plans to closethe:
gaps
> Periodic measurement

PennState
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will provide the most
required.
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The Business Value
Measurement Framework

Purpose: To provide guidance on where to focus value measurement efforts

e Stakeholder Analysis/Value Mapping

Continuous
Improvement Cycle

e Business Capability Analysis/Value Mapping

o Stakeholder and Business Capability Value m
Measures Mapping & Analysis

e Metrics Selection/Development o Governance
&

e Governance Considerations Communication

e Communications Considerations

PennState
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Title

Strategic Business Architecture

Emerging Trends, Technology,
and Corporate Innovation

Enterprise Modeling

PennState

Abbreviation

BA 809

ENTR 810

EA 873

Smeal College of Business

Description

Provides a concentrated and
comprehensive approach to the practice
of business architecture; focuses on
business motivations, business
operations and business analysis
frameworks, and related components
that link these aspects of the ent

products as tools to support
and enable organization pl
decision-making.

Prerequisite: BA 809



Questions/Discussion
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