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EXPERIENCE SHAPES THE FUTURE

by David Moschella
LEADING EDGE FORUM

THE FUTURE OF
ENTERPRISE IT

PERVASIVE = CO-EVOLVING = CONSUMERIZED

In this special 50th anniversary edition of CSC World, we look forward
and backward at the evolving world of Enterprise IT. While one might
think a topic more than a half a century old would be well into its
maturity, advances in information technology continue to reshape and
often disrupt our markets, our organizations and increasingly, the way
we work, live and learn. If anything, the pace of change is accelerating.

To help our clients meet their ongoing need for new IT strategies
and management practices, we offer a rich heritage of cutting-edge
research at the intersection of business and IT. Such research is
particularly useful in today’s highly uncertain climate. It is all too
easy to be overloaded with information, much of which is available
over the Internet. What business leaders really need are proven
ideas, concepts, frameworks and case studies that clarify under-
standing and sharpen decision making. By focusing on advanced
and emerging business/IT operating models, CSC’s Leading Edge
Forum (LEF) helps leaders see through the market’s turbulence
and develop forward-thinking strategies.

Our views are based on a solid foundation of research methods and
processes. CSC has a long history of working with leading academics
and other thinkers at the forefront of their fields. We balance this
theoretical work with client case studies and focus groups that uncover
practical issues, concerns and priorities. These two ends of the
spectrum are then made whole by our senior LEF researchers, all
of whom are experts in their fields and leading thinkers in their own
right. The resulting scenarios and frameworks have consistently
proven to be both theoretically sound and applicable to real-world
market conditions.



When we look broadly at today’s Enterprise IT landscape, we are
struck by three ongoing meta changes that affect nearly every
large business and government agency:

* The pervasiveness of IT and its effect on virtually all business
and employee activity.

+ The emergence of business/IT relationships that are co-evolu-
tionary, rather than simply service-delivery oriented.

* The pre-eminence of the consumer sector as the locus for IT
industry innovation.

To respond to these fundamental shifts, as well as today’s extraordi-
nary economic pressures, large commercial firms and government
agencies are being asked once again to think hard about the best
way to organize IT for their future. High on the management
agenda are strategies for IT value creation, cost control, business/IT
relationship management, internal and external sourcing, the use
of the Internet, and the associated governance and human skill
requirements.

Here we introduce several core LEF models that illustrate the
past, present and future of Enterprise IT. Our goal is to share an
overall vision of what the IT function will look like, given the posi-
tion and strategy of an individual firm or public sector organization.
While many uncertainties remain, we believe an overall pattern is
emerging that even today’s sharp market downturn will not change.
Indeed, IT industry history teaches that tough economic times
often accelerate ongoing shifts in technology usage.
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1960-1984 IT as Business
Adjunct

1985-2005 Overlapping
Business/IT Paradigms

2005-2020 Business/IT
Co-evolution

An increasingly pervasive role

From the earliest days of commercial computing in the 1960s,
there has been robust debate about the best way for businesses
and governments to direct and manage Enterprise IT. The function
that was once known as the Electronic Data Processing (EDP)
department, and later the Management Information Systems (MIS)
organization, faced challenges that have not been fully resolved
even today. How much money should a given organization spend
on information technology? How does management know whether
it is getting an acceptable return on this investment? And how does
a large enterprise go about determining its internal IT priorities
and decision-making processes?

Over the years, these challenges have only compounded. Today,
information technology permeates just about every aspect of the
modern enterprise, with the range of technology management
decisions expanding accordingly. Yet while the scope of informa-
tion technology usage has grown by orders of magnitude, there
has been no corresponding increase in management clarity. IT still
operates differently from other core organizational functions, such



as marketing, purchasing, finance and human resources. These
units tend to have more widely agreed-upon structures, missions
and governance. Organizations don’t tend to debate nearly as
long or hard about their purpose, value or alignment as they do
with IT.

Today, the scope of modern Enterprise IT usage typically comprises
a complex information-based replica of the firm. Indeed, in many
organizations, this virtual, information flow-based view is either
indistinguishable from or even more “real” than the actual physical
organizational structure, which is often based on increasingly

irrelevant buildings, time zones and geographies. In many ways,

the virtual is becoming the real.

Business and IT co-evolving

Figure 1 uses conventional Venn diagrams to put the evolution of
the Enterprise IT function into a historical context. Although these
simple images obviously condense a great deal of IT history, we
think they provide a useful perspective on the enormous changes
we have already experienced. We see three main relationships,
equally applicable to both business and government IT:

* Inthe 1960s, 70s and early 80s, IT accounted for only a small
share of business/government spending, operating largely
as an adjunct to most firms and agencies. Business and IT
were quite distinct professions that often had difficulty
communicating. Upper management generally had to be
sold on the necessity of IT, being primarily concerned with
getting an acceptable return on investment and keeping
IT activities reasonably aligned with the business. Central
IT managed nearly all IT activity.

« With the rise of the first personal computer, and then the
Internet, technology spread out across the enterprise rapidly
and enabled important new ways of doing business. During
the dot-com boom of 1994-2001, IT began to be used much
more directly for sales, marketing, customer service and
other core business functions, and thus could no longer be
avoided by non-IT management. The result was a period of
overlapping and often conflicting business/IT management
paradigms, and a general weakening of central IT control.

* Today, as computer networks and information flows define
most business activity, a period of business/IT co-evolution
has emerged. Business and IT change are now recognized
as largely inseparable, and the successful organization must
develop integrated business and technology management
processes. Increasingly, the Internet is becoming the back-
bone of both the global economy and the individual firm.
Central IT must provide the architectural, governance and
services capabilities needed to leverage IT’s potential, while
sustaining enterprise agility.

We believe co-evolution is the best term for describing the current
dynamic between large organizations and IT. Mechanical metaphors
such as “IT drives business change” do not capture the complex
interplay between business and IT capabilities. Indeed, the line

between business and IT is not just blurring, it is vanishing, as a
new generation of double-deep employees (skilled in both their
profession and the related IT) increasingly see their work in
information processing terms.

Moving from provider to partner

We have been using the figure below for many years. It reflects
the fact that our CIO clients regularly tell us they see themselves
as being on a journey, as they try to move beyond just providing or
promoting technology within their organizations. They increasingly
seek to be fully integrated with (and sometimes actually leading)
the business-change agenda, even if relatively few CIOs and IT
departments become true strategic peers.

But while Figure 2 may suggest a smooth, upward progression,
reality is much more challenging. Put simply, the skills, behaviors,
attitudes and objectives for the provider/promoter roles are nearly
the opposite of those required for partner/peer relationships. Thus,
moving up the IT value chain requires serious cultural change.
|T professionals accustomed to talking about systems, projects,
procedures, SLAS, requirements, security and so on are often
less effective in translating these technology discussions into
real business issues such as customer value, time to market,
innovation, collaboration and globalization. Similarly, many IT

Lead the
Business

Enable
Change

Primary
IT Role

Create

bemand Promoter

Manage
Supply

Provider

Transaction Innovation

Primary Style of Collaboration

Advocacy Joint Goals

Figure 2 — Rising business/IT expectations
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professionals lack the requisite communications, negotiation and
other soft skills required for these new roles.

Thus, Enterprise IT leaders face the difficult question of whether
their teams can maintain the necessary technical and business
skills to be both providers and partners, or whether they should
step back from one role so they can properly focus on the other.
This can be a tough and emotional decision, not just for IT staff
but for ClIOs themselves. This is why the topic of Business Relation-
ship Management, while certainly not new, remains a major area

of our research, especially in IT-intensive realms such as marketing,
supply chain, customer service and embedded Product IT.

Looking ahead, it seems clear both business priorities and the
mission of Enterprise IT will migrate steadily toward the right side of
the diagram in Figure 2, where business and technology change are
largely synonymous. It is this reality that explains why CSC has made
expanding its industry-specific offerings such a high priority. As the
marketplace shifts, responsive suppliers must move accordingly.

From a top-level governance perspective, every firm needs to
think through how resources and responsibilities will be allocated

and organized to address this increasingly pervasive and complex
IT environment. There is clearly a great deal of work to be done,
and a wide variety of viable options. Figure 3 is another simple
picture that masks a great deal of underlying complexity. From
this high-level vantage, we can describe and assess the principal
sourcing alternatives to Central IT.

Business units. Many executives instinctively feel major business
divisions, departments and other entities should be responsible
for their own IT, at least at an applications level. Yet there are
obvious trade-offs between efficiency and effectiveness, as firms
decide what level of centralization/decentralization makes sense
for them. There is no single, or even dominant, answer. But it
appears strategic applications will increasingly reside in the
business, while many other services will be delivered though a
shared services organization.

Partners. In recent years, the range of IT professional services
options has expanded significantly. In addition to established
global players such as CSC, we have seen the rise of a number
of offshore providers. Additionally, although less visibly, there is
a wide range of both vertical (insurance, retail, health, etc.) and

RECESSIONS, RENEWAL AND THE
SEARCH FOR SILVER LININGS
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The Cloud?

Business
Units?

Partners?

Figure 3 — Which way will work and resources flow?

horizontal (logistics, marketing, accounting, etc.) business service
providers who specialize in double-deep business/IT capabilities
within their targeted sectors. There is now little most firms do
that could not be sourced from an outside supplier, and the vast
majority of our clients believe the role of partners will increase
significantly over time.

The “cloud.” Perhaps most intriguingly, companies, business units
and individual employees can now do an ever-expanding range
of work directly over the Internet. From a long-term IT strategy
perspective, there is probably no greater question than the even-
tual relationship between the traditional private infrastructure used
by most large enterprises, and the increasingly capable services
available directly over the Web. This is a major area of our research,
and, as we will explain, the differences between what is increas-
ingly known as cloud computing and what we have long referred
to as consumerization are not significant in this context.

Enterprise IT Should Mirror the
Organizations It Serves

Figure 4 — Strategic and operational diversity
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Having discussed these various computing alternatives at great
length with our clients, we think some distinct patterns are
emerging. In recent years, the concept of shared services has
grown in popularity for IT infrastructure, HR, purchasing, security
and other areas. At the same time, Central IT is expanding its
commitment to architecture, governance and the sharing of
certain specialized IT skills. Increasingly, innovation, collaboration
and employee productivity work is migrating out into the business,
often onto the Internet itself. As the need to work and partner
across organizations continues to grow, more and more firms
will need to learn to effectively /ive on the Web.

In Figures 1 and 3, we presented the two simple images shown
below, the first representing the idea of business/IT co-evolution
and the second showing the four primary computing alternatives
— business units, partners, the cloud and Central IT. As mentioned
earlier, these high-level depictions inevitably mask a great deal of
underlying complexity, but can help clarify changes in strategic
direction.

The scope of this underlying complexity has become clear during
our research. The 15 strategic options shown in Figure 4 are by
no means a complete list, but they illustrate the wide range of
viable strategic decisions faced by many large organizations. In
thinking about this list holistically, we have three main reactions:

« First, there is nothing even remotely resembling a single answer
or a one-size-fits-all approach. In most firms, the decision about
what to do in each of these 15 areas remains very much open
for debate. While there is a general shift toward loosely coupled
services, empowered employees, partnering, variable costs
and other dimensions, the pace of these changes varies widely

In-house resources vs. vendor partners

Centralized efficiencies vs. decentralized focus
Global consistency vs. country autonomy

Shared services vs. independent business units
Offshore vs. onshore resources

Empowered employees vs. locked down PCs
Entrepreneurial risks vs. traditional IT control
Product vs. back-office IT

Tight architectural design vs. loosely coupled processes
IT professionals vs. business relationship managers
Prime contractors vs. best-of-breed suppliers
Packaged software vs. Software-as-a-Service
Virtual resources vs. dedicated systems

Private vs. public infrastructure

Fixed vs. variable costs
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enough that the overall trends mean relatively little to the
strategy of any one firm.

* Second, when we tallied all of any one organization’s choices
among the alternatives in Figure 4, we quickly gained an impres-
sion of not just that firm’s IT strategy, but its business culture and
operating model as well. This is a good example of business/IT
co-evolution in action, as IT decision making increasingly should
mirror and/or lead the overall direction of the firm.

» Finally, while strategic concerns often take a back seat to cost
reductions during economic downturns, customers should
always keep in mind that whether they debate the in Figure 4
issues or not, there is always a de facto strategic model in place,
largely defined by the answers to these types of questions.
Firms must regularly reevaluate whether their existing operating
model is appropriate for their current business conditions, be
the times bountiful or difficult.

Consumerization and the “cloud”

During 2008 and into 2009, client interest in what is widely
referred to as cloud computing has risen sharply. While it is
easy to view this phrase as just another IT industry buzzword
(such as Web 2.0, Software-as-a-Service, utility/grid computing
and, before that, application service providers), many clients
seem to sense instinctively that there is something powerful
underway, even if they themselves are not strongly affected by
cloud computing today.

For the last five years, we have been researching what we call
the consumerization of IT, our belief that the locus of IT industry
innovation that was once clearly in large enterprises is now just
as clearly in the consumer sector. There are now more than a
billion Internet users, and this creates entirely new technology
challenges, scale economies and mass-market opportunities.
The Web is rapidly surpassing all other media, becoming society’s
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principal source of information, communication, entertainment
and commerce.

We have long argued Enterprise IT would tend to underestimate
the impact of these changes because it did not feel their effects
nearly as directly as consumers and small businesses, and

our research continues to bear this out. Understandably, many
ClOs have adopted a skeptical "show-me” attitude. Nevertheless,
we have also long believed the eventual impact on Enterprise IT
would be profound, and thus we have been seeking a framework
with which to describe the expected market transition.

Oddly, the best model seems to be an older one: Geoffrey Moore’s
Crossing the Chasm was first published in 1991 as a guide to high-
tech vendor “marketeers” seeking to move their ideas beyond the
visionaries and technology enthusiasts to mass-market success.
Moore stresses the importance of developing a series of niche
markets (“bowling alleys” in his terminology) that, taken together,
eventually enable a broad market shift.

Technology Adoption Life Cycle

The Early The Mainstream
Market Market
The
Chasm’
|
2 L. s
&% % ) Q)o
RN () (& 25
% 0, s, %,
((S\/. % %, G .
G\S‘( L - (2N /I’Q
& >

Current “Bowling Alleys”

Collaboration
Streaming media
Development
Conferencing

Remote offices
Employee choice
Work at home
Software-as-a-Service

PC backup Wikis, blogs, social networking
Peak load support Customer-centricity
Web hosting

(Adapted from Geoffrey Moore’s Crossing the Chasm.)

Figure 5 — Consumerization drives transition to the “cloud”



Enterprise IT Customers/

- Architecture Employees
- Governance - Double-deep
- Integration - Collaboration
- Process - Productivity
- Change - Mobility
- Skills - Work/life
- Security - Cloud
- Home

Living on the Web

A PCs/LANs

Figure 6 — IT in the enterprise, a 50-year view

We believe this pattern is now reoccurring with cloud computing.
While there is no one dominant cloud application, and radical
Enterprise IT change has yet to occur, a wide range of niche
markets has already been established — see the list in Figure 5
— each with its own proponents and expanding market support.
The result is a steady and accelerating transition that over time
will prove fundamental, as more and more new work and value
shifts to the Web.

Of course, this proliferation of cloud computing suppliers, services
and capabilities creates its own set of IT challenges in terms of
strategy, integration, reliability, service levels and security. These
entirely legitimate Enterprise IT concerns also tend to suppress
the overall rate of market change. This is why we believe the shift
to cloud computing in large enterprises will be much more of a
long transition than a sudden big switch (to use author Nicholas
Carr’s widely used terminology).

Our research also shows that the pace of this transition will vary
significantly by industry. Those sectors with relatively low security
requirements such as news, entertainment, retail and education
will move much more quickly than high-security sectors such as
defense, aerospace, government and pharmaceuticals. But, make

Business Units IT Vendors/
- e-commerce Partners
- Product IT - Infrastructure
- Marketing - Development
- Manufacturing - Maintenance
- Business - Skills
Intelligence - Consulting 2010s
- Finance - BPO
- Logistics
, 2000s
1990s
1980s

no mistake, the Internet will be the backbone of the 21st century
enterprise, and just about every organization will need to think
through an optimal transition path.

Business and IT boundaries will vanish

In summary, the role of IT in the modern enterprise has been
expanding steadily for more than 50 years, and will undoubtedly
continue to do so. Virtually every business function and process, as
well as the work of virtually every employee, will be integrated into
some form of enterprise information system. Indeed, we are not far
from a time when nearly every machine, product, component and
thing is also part of an increasingly connected world.

This inexorable pervasiveness brings with it new challenges in IT
governance, management, control and decision making. With so
much IT activity going on, it is all but impossible to funnel every
significant business/IT decision through any centralized group,
and thus business units must take responsibility and employees
must be empowered, with non-core work often offloaded to
partners. Otherwise, there will simply be too much to do.

These differences in quantities also result in changes in qualities.
As technology and organizations increasingly evolve together,
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the once rigid boundaries between business and IT will largely go
away. We have used the term co-evolution to describe this emerging
environment where both improvements in information technology
and the ingenuity of companies and customers have an equal
and iterative say in the co-creation for future business/IT value.
The world is becoming double deep, binding relevant information
technology know-how with particular business functions and skills.

As shown in Figure 6, roles will likely clarify over time. We believe
the Central IT function will steadily gravitate toward an oversight
and managerial role, responsible for areas such as architecture,
integration, change and security, more like traffic cops than builders
of cars or roads. In the most advanced cases, IT architecture will
be at the heart of the business operating model, inseparable from
quality, efficiency, innovation and agility.

Perhaps the biggest wild card and toughest challenge for Enterprise
IT management will be the increasing pressure for employee/
customer consumerization. ClOs recognize there is no way traditional
private infrastructures can keep pace with the rapid improvements
in the Internet cloud. But, at the same time, there is no clear path
from one world to the other. The very idea of moving to the cloud
via a series of specialized, niche services just about guarantees a
long and complex management challenge.

From an economic perspective, the current market downturn
will slow some of these trends while accelerating others, and
no one knows how tough the current business environment will
get. (See “Recessions, Renewals and the Search for Silver Livings,”
page 10.) But history shows recessions and heightened cost
pressures tend to reset expectations and clear the way for the
future, and in this future the most successful firms will be those
that develop an agile virtual enterprise, while managing the long
transition to living and working on the Web.

DAVID MOSCHELLA is global research
director for the LEF Executive Programme.
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