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To Optimize Business Performance We Must Redefine:

How Businesses How People How Technology
Evolve... Collaborate... Enables Agility...

---Tgé%%%tdand ..ToMaximize ~ ...To Meet Business Needs
Dynamically Effectiveness Quickly

Combining People, Process, and Information Cayegsili
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Are Agility and Innovation Necessary?

= Only 74 of the original 500

companies in the S&P Index
remained on the list 40 years
later.

— UPenn, InnovationLabs

= The number of CEOs who left

their posts in 2008 was the
highest in a decade.

- LA Times

= Two-thirds of the 765 CEOs,

business executives and public
sector leaders in a survey said
they expect their organizations
to be inundated with change
over the next two years.

— IBM CEO Study
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Source: Winning The 3-Legged Race, BTM
Institute/Financial Times
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mt:ustomers Have Three Basic Needs for
Evaluating Agility & Service-Orientation

Focus on
Value

Do more with less
Focus on cash/capital
Create flexibility

Focus on the core
Reprioritize businesses
Reuvisit initiatives

Re-align relationships
Assess financial stability of
suppliers, partners and
customers
Revisit/renegotiate
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Exploit
Opportunities

Capture share
Disrupt weak competitors
Make selective acquisitions

Build future capabilities
Protect & acquire talent
Develop required assets

Change your industry
Make bold moves
Position globally

Act with
Speed

Manage change
Communicate clear &
simple goals
Seek and leverage
experience

Lead
Get the information to act
Set the agenda

Improve transparency
Drive performance
management & analytics
Manage risk
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The Agile Enterprise

= The frenetic pace of business f R g
tOday has reduced the Ilfe Customization, Responsivness
expectancy of corporations.

Custom ~ Premigm Strategic
Caonfiguration Exploration

= The response has been a call
for agility: the ability to move
quickly to take advantage of
change. 1 ,

= Agile companies create ol U
processes and structures that ~
allow them to know what is TS abhie, "
going on internally and
externally.

= Agility is achieved through
repeatable management

processes, the imagination to L pondarEianl matas Copstant )
see the organization in a o

different light, and a willingness Tnstitate/ Finangial Times = o T

to change.
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The Art & Science of Agility

= Agile enterprises know what [ smso ]
they need to know, (the sense ]

in sense and respond) by
establishing relationships with
customers, suppliers, partners

- Gather data

- Analyze results ¥
and the public. e
- New processes - E!ﬁcl anl

= Agile enterprises do what they | esmsm: o
have to do, (the respond in New ricing plans m ooy
sense and respond) by i Sy —
creating structures and
processes to understand the
information they receive and B e oy
to act upon it. e

-

Source: Winning The 3-Legged Race, BTM
Institute/Financial Times
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Constructs of Agility
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= Building an agile organization
requires substantial investment
and carries strategic risks

= Also required are:

= Flexible organizational

constructs and behaviors

» [nclusive standards for

strategic enterprise
architecture

= A technology portfolio

structured to balance between
stability and agility

= A governance model that
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facilitates horizontal and
collaborative decision making
processes

& &5 =
feh @ =

|daas ara saught from:
- Customers

- Employoes

- Partners

- Dther external sources

: Management analyzes proposals
-F‘ for strategic fit, opportenity and risk,
- using the capabalities of BTM.

¥ -
e
A e =
oy .
7
— <[ <

E
- |deas ara studied by a
multi-disciplinary group New initiatives ara designad, taking bath business and
for proposal to upper technodoqy into accaunt, mabilizad and exacuted,
managemant .

Source: Sustained Innovation, BTM Institute
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"Knowledge-based innovation is the super-star
of entrepreneurship. And like most super-stars,
knowledge-based innovation is temperamental,
capricious, and hard to manage.

One other key characteristic of knowledge-based
innovations -- and a truly unique one -- is that
they are almost never based on one factor but
on the convergence of different kinds of
knowledge, not all of them scientific and
technological.”

- Peter Drucker,
Innovation and Entrepreneurship, 1993
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From Alignment To Convergence

’ Il

HRoNiZaioN | |8 convercence

Technalogy

L)
-‘ii 1

-

Source: Hoque, et al, Winning The 3-Legged Race, BTM

Institute/Financial Times
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= Enterprises need to drive
company-wide innovation and
accelerate business initiatives
that deliver rapid competitive
advantage

In a "Converged Enterprise”,
business and technology
activities are intertwined and
leadership teams operate
almost interchangeably is
necessary to drive superior
financial performance

= Achieving ultimate
convergence requires a
step-by-step management
maturity improvement with
a multi-disciplinary
management approach
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GOVERNANCE AND STRATEGIC INVESTMENT STRATEGY AND STRATEGIC ENTERPRISE
ORGANIZATION MANAGEMENT PLANNING ARCHITECTURE

gt 5 - =
INTEGRATED PROCESSES, ORGANIZATION, INFORMATI

ON & TECHNOLDGY
5 & (
3] il _

— Strategic and Tactical — Portfolio and Program — Business Technology — Business Architecture
Governance Management Strategy

— Asset Rationalization
— Communication Strategy — Approval and Prioritization - Strategic Planning and

2 — Technology Architecture
and Management Budgeting

— Resource and Demand

: - — Application Portfolio
— Organization Design and Management — Strategic Sourcing and

Management

CAPABILITIES

Change Management — Project Analysis and Management e e
— Business Technology

= : ; Design - idati
Compliance and Risk g Consolidation and Standards

Management Standardization

» Essential management capabilities in the areas of: Governance & Organization,
Strategy & Planning, Investment Management, and Strategic Enterprise Architecture
drive business technology Convergence

= Management maturity advancement in the above functional areas specify the journey
and destinations needed for business agility and innovation and is the basis for
financial performance

Source: Winning The 3-Legged Race, BTM Institute/Financial Times
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2009 Business Technology Convergence Index

Following years of collaborative research, the BTM Institute released a
groundbreaking report illustrating companies that converge the business and
technology sides of the house reap greater financial benefit.

The Business Technology Convergence Index study of 2009 reflects the level of
management maturity of over 50 industry categories:

Business Technology Convergence Index, 2008

= Observations made over the past ™ Converged
7 years — 2001 to 2008
t o - Synchronized
= Global enterprises based in the E > o
US and Canada = o Y.
=T 5% Aligned
= |
= The chart shows the plotting of E
the composite index database (o]
J
$1008 252008
REVENUES

/
Source: 2009 Convergence Index, BTM Institute
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Dimensions of Value

As a result of Convergence, there NPV Impact, Efficiency / Growth Mix %
are a variety of associated benefits
an organization can realize.

= Hard Savings
= Driving efficiency & effectiveness o] -
= Reduction in materials spending '
= Savings from higher productivity

= Soft Savings
= Optimized investment portfolio
= Cash flow improvement
= Cost avoidance in future periods

= Growth and Innovation

= Stronger, more differentiated
customer propositions

= Increased speed to market and
share of market

= Profitable revenue growth

A G

2007 2008 2008 2010 2644 2z
Lt

¥ ;II

Source: BTM Institute Research
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Mk
BTH benefit

LEARMING AND! DEFINING DEVELCIPING ANE EXECLTING

PROCESS

ORCANIZATION

INFORMATION

LEVEL §: APPROACHING CONVERGENCE
Cortinueis process | Evebdng organization | “Inleligent”

oplimization,
experimentation and
innoyation

sbructunes, rales
and decigen rights;
synchroneus
collzhoration

decishmnmaking!

TECHNOLDGY

Eensistent,
- courdinaled usy

Infarmation reutines; | with complete,

experiment ol
brenchmarking

LEVEL 4:IN3TANCES OF SYNCHRONIZATION

Repeatahle,
predic able and
congislen process
executlon; fully
Indezraled acrass
the business

LEVEL 3: ALIGNMENT THRESHOLD

Core processes
zre defined znd
dacumenied with
some infugration
Etween key
process aeas

Some struclures exdsl,
with relzted rles
exeting peer defined
respoisibiites
decision ights:
sequiniisl cellaberir
tiare COE or equivalent

LEVEL 2: PREALIGNMENT
Some core processes | Struetures @nd

are defined a2nd
dacumented

rel=ted relesirespon-
sibilfities zre jdenti-
fied and defined

LEVEL i: I30LATED TAEKS

Unstroctured and
ll-fefined processes
with no process
Integratben

Mizsing structures
and inidentified or
unclear rales/
responsibiliifes!
decision rights:
ad-hoe callaboration

Data and melrics

relafed intezration

| Full ausomatien znd

Infegrated acrmss the | coordinated use
business; use of both | with penizl, relaed

Iternal and externa
benchearking

Appmpriale dalz
sharing and use;
Infegrated operalian
metrics and o
ofinternzl
benekimarking

Defired 2nd con-
sistend Informaisn
peticies and mez-
surement crilerla

Dtz peetrics arein
Isnkat od pockets and
arg li-definad

I egration

Aistamalion of

| pproprzte tasks
and functions

| wilth some

| enardinated use

| Partiak or speradic
| zutemation of

anproprizle fasks
| andl functtons

Lack of required

| elomadion b
appropriale 1asks
and Tunetions

Source: 2009 Baseline/BTM 500 Research Report
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In the 2009 Baseline/BTM 500 report, the
convergence maturity of U.S. public
companies with 2008 revenues of $500
million or more was rated on five levels
(from low to high):

Level 1: Initial

Level 2: Repeatable

Level 3: Defined (discernible alignment
first occurs)

Level 4: Managed (the threshold of
synchronization)

Level 5: Optimizing (convergence).

CONFIDENTIAL - NOT FOR DISTRIBUTION




COMPANY NAME | INCUSTRY

Abbott Labs Pharmaceuticals 29 527 |
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| ARG Instrance Proparnty and casualty 11,104
Abcatel| e ant Communications Equipment 25982 |
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| CheMTon “Pretrgietan B .EJEHE{HI EEP“"UE _____ 0 1;‘{" e [ compiger Softvere 5ET4
CrCY Metwork 41| coneral Mills CoF| TARCHEF | Fsurance: e ad Heith 79340
ch Lumrrlc{ml E| Genaral Motins M Th Aashingsin Poss o) P 50 Printing 4440
| Ctigroup oIt Al B e b= taehis | Fagce: Dyt Cas ity e
COmEast Telacommini : e 3 (oo Processig BaD:
| Consolidated Edisan T s il - :":*;:‘ ‘*""Wx“mm - B
by Hewlett-Packard grip | UiRetHualth Gow e TR ) Al 81,786
| Conoco PhIﬂIDG _ ragtn:ub_.um Rer : nit Pl S M'nl. M 39'3 mFl “Hﬁ ety 51 5
CWW Tire Mﬂt‘-‘_‘ vehicles and Parts =Ty | Pruranice: Property, L i Aut 15
Costoo hhhtblnsale Specialty Retabers S | Metds and Mg 1908
| Cumiming Construction and Farm Machmnery Wi | rekenammenKations WA
| Darten REStAUTants Food Services e | Ganiral S HiErgl
el computars and office Equipment il | it
E-:I_ Mot o Vehicles and Pa il e
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Source: 2009 Baseline/BTM 500 Research Report L L
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2009 Baseline/BTM 500: Best Practices

s =l Telco: A Philosophy of Partnership

Philosophy of information technology governance can be summed
up simply: Make technology part of the business process, not an
N afterthought.

Manufacturing: Supporting a Global Enterprise

Information technology organization has three
primary goals: simplify the complex technology
infrastructure, create the right alliance with
business leaders and build a strong operation.

AT A GLANCE
COMARRMY il Bah LI
i

Insurance: Insuring Business Success
Success is based, in large part, on the
information technology team'’s ability to
understand and deliver solutions that support
business needs in the most efficient and cost-
effective way possible.

Source: 2009 Baseline/BTM 500 Research Report
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Business Process Enablers for Agility

Process Enablers Real-Time Business Network Capability

Customer Requirements - Determine specifications for products and services
- Identify production and distribution activities

Business Network - Integrate information across partners
Intelligence - Filter and distribute information to partners for leverage
Partnering Agility - Safeguard intellectual property based on the relationship

- Tailor collaboration processes based on the relationship

Activity Management - Re-allocate activities to contracts and spot markets
- Use business rules to coordinate distributed activities

Relationship Governance - Negotiate expectations and roles through business
and process modeling
- Monitor performance and investigate initiatives for
improvement and innovation

To enable agility, process improvement and innovation initiatives must
span a firm’s business network, which includes its customers, suppliers,
and the regulatory environment.

Source: Winning The 3-Legged Race, BTM Institute/Financial Times
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‘Extended Enterprise’ — Driver for Agility & Innovation

= Create an innovative
environment by tapping
into global knowledge
workers

Entarprise

Competancies Gowvernance
Resourcas Risk

Damand Compliance

& S tout = Improve ability to impart
n Savar cultural values and drive
organizational diversity

Products Culture

Services Baliefs

Dffarings Organization Dasign

= Increase global
effectiveness through new
resource potential and
reduced attrition rates

Extended Entarprisa Outcomas

— = Focus resources and

* Markets

i attention on core
Competitive

oo business initiatives

Suppont
Innovation

Source: Winning The 3-Legged Race, BTM Institute/Financial Times
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Risk of Failure

THE NATURE OF BUSINESS TECHNOLOGY RISK

STRATEGY

5

- Poorly executed
management processes

- Business technology
strategy misaligned
with business needs

- Short-term project
orientation

SOURCING

3
N %ﬁa

SYSTEMS

A
) )
- Project management
and control

- Human capital and
staffing

- Inadequate
requirements analysis

\

- Partner appraisal

and selection

- Types of applications/

activities to outsource

- Contract negotiation

A
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= Risk may arise from
choosing the wrong:

= Strategy
= Partners
= Systems

= Major categories of
risk: target market,
usage, requirements,
complexity, planning
& control, and
organization

Source: Winning The 3-Legged Race, BTM
Institute/Financial Times
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What Does an Agile Organization Look Like?
Characteristics Behaviors

Deep, continuoualignment

between business and IA

Interdisciplinaryskills

Efficiently deliver and reusebusiness‘:,
applications

A non-complex, robust and resilier
connectivity infrastructure

Governancethat makes it easy t(f:»
make the right decision
\'

IT's strategic importance reflected
in org chart
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Service-Oriented Design provides the Agility

Business & IT Alignment Produces Agility:

Better visibility and

i i= Consistency between
accountability

sales, product distribution,

« Fasterresponsivenessto | and prescription fulfillment
market events

= Channel visibility to

* Automated aggregation | increase predictability in
= Strategic use of staff demand production and
provide more accurate

= Confidence in numbers

and decisions sales information




m Converging Business and Technology”

Summary: What Makes The Difference

Roadmap for Business Agility: Past, Present, & Future

Think Strategically

Act Tactically

Architect with Agility
& Business Value
at every step

It’s all about bringing people together!
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