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5 IoT trends
to watch

Many organizations are already incorporating
loT technologies into their products, processes
and workflows, but2018is shapingup to

be abreakout yearfordeployments.

BY THOR OLAVSRUD

he internet of ers and industry experts about that data — and that will require CTO of data infrastructure auto-
things (IoT) and what to expect from IoT deploy- new data infrastructure. mation specialist WhereScape.
industrial inter- ments in 2018. Following are five “In 2018, the number of com- “The blessing, and possibly the
net of things (IIoT) IoT trends to watch. panies harnessing IoT capabili- curse, of the staggering rate that
will surge in 2018, ties in the field will continue to companies are deploying IoT sen-
with organizations ramping up New datainfrastruc- expand rapidly due to technologi- sors is the vast amounts of data
deployments and incorporating ture will berequired cal advancements that have been that is produced when tracking
IoT technologies into products, Collecting sensor data is made with sensors and the value things in real time.”
processes and workflows. We well and good, but the end goal is being realized through the data Companies seeking to put that
spoke with a number of IT lead- to gain actionable insights from they collect,” says Neil Barton, data to good use will face the

GETTY IMAGES SPRING 2018 | €C10.COM 4
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added complexity of combining
vast troves of data in a wide vari-
ety of formats, Barton adds.

“To capitalize on this, companies
need to implement technology that
can handle the constant stream of
data in addition to looking at more
effective ways to analyze the data,
such as machine learning and deep
learning, in order to get actionable
insight,” Barton says.

Processing extends

totheloT edge

In 2018, expect to see data
fabrics and computation that span
on-premises facilities into mul-
tiple clouds. But these data fabrics
will extend even further, predicts
Ted Dunning, chief application
architect at MapR Technologies.
Dunning expects full-scale data

fabrics to extend right to the edge
next to devices, and, in some cases,
threads of the fabric will extend
right into the devices themselves.
Dunning predicts a need to tier
IoT devices by sensitivity to par-

“The blessing, and possibly the curse, of the staggering rate that
companies are deploying IoT sensors is the vast amounts of data

that is produced when tracking things in real time.”
— NEILBARTON, CTO, WHERESCAPE

tition and latency. Some devices
don’t need constant connection

to the internet, while even a few
milliseconds of latency could lead
to catastrophic results for other
devices.

“If you were to unplug the con-
troller of a robot arm from the
robot arm, you could get cata-
strophic motion from that robot
arm that could kill somebody,”
Dunning says. The controller must
live right next to the robot.

“Big data is now being applied to
things that are much higher up in
this tiering than before,” he adds.
“I can’t have a fire control system
on a ship take extra time to launch
just because we’ve turned the ship

a certain direction.”

Sastry Malladi, CTO of edge
computing platform startup Fog-
Horn Systems, agrees that the
momentum for edge analytics and
edge intelligence in IToT will accel-
erate in 2018.

“Almost every notable hardware
vendor has a ruggedized line of
products promoting edge process-
ing,” Malladi says. “This indicates
that the market is prime for indus-
trial IoT adoption.”

Because of this, Malladi sees
traditional industries, such as
manufacturing, embracing edge
analytics to drive new revenue
streams or significant improve-
ments for their customers.

ITand OT will step
up collaboration

IT and operational tech-
nology (OT) have traditionally

been separate domains. That’s
likely to change in 2018, with IIoT
deployments forcing IT teams
and OT teams to work together to
achieve success.

“What was considered a wide
gap between the two sectors — IT
and OT — will bridge thanks to the
recognized collaboration needed to
successfully deploy IToT solutions
and initiatives,” Malladi says, not-
ing that OT will affect the design of
IIoT apps in 2018.

Ken Hosac, vice president of
business development at Cradle-
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point, a provider of cloud-based
networking solutions, believes OT
teams will lead the IToT charge in
2018.

“In 2018, there will be more IoT
projects deployed by business
operational teams than IT teams,”
Hosac says. “By addressing secu-
rity issues that could undermine
IoT progress, companies will be on
track to take full advantage of this
revolutionary technology over the
coming years.”

loT security remains
wait-and-see

Cisco predicts that as
many as 1 million new connec-
tions per hour will be added to
the internet by 2020, expanding
the attack surface and making IoT
vulnerabilities more critical and

more dangerous.

“IoT will move from being seen
as a massive security risk in the
enterprise to a critical part of an
enterprise’s security posture,” says
Scott Manson, cybersecurity lead

for the Middle East and Africa at
Cisco. “A proactive and dynamic
approach to security and a layered
defense strategy are the keys

to protecting IoT devices from
infection and attack — or at least
mitigating the impact when some
are inevitably compromised by
adversaries.”

For now, industries have been
slow to adopt IoT-specific security
solutions. FogHorn Systems’ Mal-
ladi believes this stems from two
emerging trends:

m Traditional IT security ven-
dors are still repositioning existing
products to address IoT security
concerns.

B Many new entrants are
developing solutions specific to a
layer in the stack or a particular
vertical.

“Often IoT deployments are
considered greenfield and emerg-
ing, so these security breaches
still seem very futuristic, even
though they are happening now,”
Malladi says. “The good news is

“IoT will move from
beingseenasa

- massive secu-
rity riskin the

enterprise, toa
critical part of
an enterprise’s
security posture.”

—SCOTT MANSON,
CYBERSECURITY LEAD FOR
THE MIDDLE EAST AND
AFRICA, CISCO

major security threats, like Wana-
Cry, Petya/Goldeneye and Bad
Rabbit, do resurface IIoT security
concerns during the regular news
cycle. However, until security
solutions are more targeted and
evoke trust, they may not help
move the needle.”

Business value
will be key focus
Malladi also sees busi-
ness cases and ROI being criti-
cal for IToT success in the year
ahead.

“The year 2017 was about
exploring IToT and led to the
explosion of proof of concepts

and pilot implementations,” Mal-
ladi says. “While this trend will
continue into 2018, we expect
increased awareness about the
business value edge technolo-

gies bring to the table. Companies
that have been burned by the ‘big
data hype’ — where data was col-
lected but little was leveraged —
will assess IIoT engagements and
deployments for definitive ROI. As
edge technologies pick up speed in
proving business value, the adop-
tion rate will exponentially rise to
meet the demands of ever-increas-
ing IoT applications.” 4

Thor Olavsrud is a senior writer at
ClO.com.
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MRE IT makes

theshiftto

entrepreneurship

How MRE Consulting’s IT staff stepped out of its
comfort zone and brought aninternal tool to market.

BY BRENDAN McGOWAN

At MRE Consulting, IT staff had long
focused on minimizing revenue loss from
outages that could derail the work of the
company’s consultants.

“Prior to my arrival, some members of the

team had taken it upon themselves to gener-

ate a tool that could help them proactively
monitor some of the situations that would
cause these outages so that we could get

SPRING 2018 | €10.COM 7
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them fixed, minimizing the down-
time,” says Ken Piddington, CIO

of the Houston-based professional
services firm. “[There] was never a
thought that this could do anything
more than just help us be better at
what our core business was.”

But Piddington saw untapped
potential in this internal solution.
The IT staff consulted with key
customers — implementing the
tool, monitoring business impact
and soliciting feedback. Pidding-
ton and his team were pleased to
learn that the solution had shown
promise and that MRE’s customers
were benefitting from increased
capabilities and service levels.

“So then it came to saying, ‘I
think we can take this to market,
Piddington says. “That’s where the
big journey started at that point.

29

It was a real culture shift to get us
there because we’re not a products
company.”

After the trial phase in late 2016,
MRE refined and formalized
the tool, launching it the follow-

“What [ learned was just because you can build something
really cool doesn’t mean it’s really a product and that
youTe actually prepared to take it to market.”

ing year under the name Audix
Insights. The value proposition
was compelling: Audix Insights
would incorporate asset intelli-
gence, asset health details, busi-
ness intelligence and predictive
analytics to provide transparency
into IT operations and aid decision
making.

Getting product to market
Following the positive customer
feedback from the trial period in
2016, the IT team was bullish on
a product launch. One of Pidding-
ton’s key partners within MRE
had approved investment funds.
Yet the CIO quickly recognized the
massive gulf that separated them
from success in a hypercompeti-
tive external solutions market.

“What I learned was just because
you can build something really
cool doesn’t mean it’s really a
product and that you're actually
prepared to take it to market,” Pid-
dington explains.

Piddington considered whether
he would buy Audix Insights if
he were still in his previous role
as CIO at energy supply company
Global Partners. The answer: He
wouldn’t. He thought not only
about the product, but about the
strategic roadmap, competitive dif-
ferentiation and ability to support
customers at scale. In short, Audix
Insights lacked a product strategy.

“It wasn’t that the product wasn’t
good,” Piddington explains. “But
we just had to ask, ‘How do we sup-
port it? What if we get 100 custom-

—KEN PIDDINGTON, CIO, MRE CONSULTING

ers tomorrow? Now what? Where
do we go from here? How do we
understand the pricing models?””

Embracing entrepreneurship
As the product matured and exter-
nal interest increased, Piddington
and his colleagues embraced a new
role — that of the entrepreneurial
IT shop.

Customer success stories helped
justify continued investment from
the CEO. A national restaurant
chain, for example, used the plat-
form to monitor its unreliable

point-of-sale kiosks during the
dinner rush. Additionally, two
large companies leveraged Audix
Insights to monitor their IT envi-
ronments during a merger’s con-
solidation phase.
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During the sales process for
Audix Insights, Piddington acted
as a subject matter expert, provid-
ing technical details to potential
clients. He found that his perspec-
tive helped him connect with pro-
spective customers.

“I'd immediately have more
credibility or trust with the poten-
tial customer because I have
been, and am in, the same shoes
as that CIO or senior vice presi-
dent of operations,” Piddington
says. “I know what they are going
through. I know what a day in the
life is like to them. I understand
their pain points.”

Creatingnew IP

When MRE finessed its go-to-mar-
ket strategy for Audix Insights, it
took the rigorous but necessary
steps to create new IP — an acro-
nym that, according to Piddington,
stands not only for “intellectual
property” but “innovation partner-
ships.” By collaborating with exec-
utive management and sales, and

ooooooooooooooooooooooooooooooooooooooooooooooooooo
ooooooooooooooooooooooooooooooooooooooooooooooooooo

“Tknow what they
are going through.
[ understand their
pain points.”

—KEN PIDDINGTON

by making trial runs with trusted
clients, Piddington and his team
paved the way for Audix Insights
and created more value across the
entire MRE ecosystem.

“['You must] be able to start
small and figure out where your
gaps are, from what you do today
to where you want to go,” Pidding-
ton says. “[Ask] how you build
that journey or that map to where
you want to be, and have all the
skills and experiences you need to
deliver the things your organiza-
tions need to do, that you're maybe
not capable of doing today.” 4

Brendan McGowan is the global media
bureau and client research manager
for the CIO Executive Council.
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Forward-looking ClOs are not only
but how IT works. Here'salook at how to shlft from

beinganIT order-takertoa

fintech
companies, TD Ameritrade has
leveraged technology to do
business differently.
ClO Vijay Sankaran says he's well aware
of that tradition.
“This ability for technology to innovate is
probably one of the most important things
forus,” he says. “The cornerstone of that is

legacy systems
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how technology facilitates speed and how it
helps with the prototyping and adoptlng of e
new parad|gms : :
Innovation is often portrayed as the mmd
spontaneously lighting up. But Sankaran.= =
and other innovation leaders say innovation "
happens in organizations that structure
their people, processes and technology the
right way.
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“As businesses mature, what
ends up happening is a more
execution and operation mindset
can creep in. So you have to be
very deliberate around how you
get new juices and ideas flowing,”
Sankaran says.

Although there’s no single for-
mula that guarantees innovation,
there are strategies that innovative
CIOs and their IT departments
employ to drive the kind of ingenu-
ity that can transform a business.
Here’s a look at six key actions that
innovative CIOs take in transform-
ing their businesses. Embrace
them or be out-innovated.

They're ditching legacy
systems

Digital companies born into the
cloud and agile world have an
advantage: They’re not burdened
by legacy systems. “They’re able to
be faster and more flexible and can

'AS businesses mature, what ends up happening Is &

focus more of their spend on cre-
ating value vs. keeping the lights
on,” says Rudy Puryear, a partner
and director in Bain & Co.’s Chi-
cago office and leader of the con-
sulting firm’s IT practice.

That doesn’t mean CIOs at older
companies are always left in the
dust. Puryear says those CIOs
who have modernized their infra-
structure can deliver fast, flexible,
value-creating and differentiating
projects just as well as their digital
company colleagues.

But CIOs with mostly legacy sys-
tems? Not so much, he says.

Puryear says Bain research

shows that some organizations
spend up to 80 percent of their
resources on maintaining legacy
environments — “and trying to
keep it from breaking” — vs. for-
ward-looking, innovative projects.

“If the company is spending
$1 billion on IT and only 20 per-
cent is invested in the future and
that has to interface back into the
legacy environment, that has a
productivity or legacy tax behind
it. So the business isn’t getting any-
where close to $1 billion out of that
investment,” he explains.

Puryear says CIOs focused on
innovation have committed to

TI0/e EXECUTION AND OPERATION MINDSET (ail (reep
N. S0 you have to be very deliberate around now you get
TEW jUICES AND IDEAS FLOWINGI// — VIJAY SANKARAN, CIO, TD AMERITRADE

modernizing their environments;
they’re not just delivering stand-
alone innovative projects on the
edges, as those aren’t enough to
truly transform any organiza-
tion.

“The reality is that traditional I'T
isn’t really ready for digital. Lead-
ing CIOs understand that. They
embrace new adaptive architec-
tures so that everything they build
and buy going forward is more
modular microservices and plug
and play. They have a cloud-first
mindset, and they embrace far
more agile, product-centric operat-
ing models,” he says.




| INNOVATION

They develop innova-
tion-focused processes
To drive innovation, Sankaran says
he and his 1,500-member technol-
ogy team have adopted new tech-
nologies and work processes.

That includes moving from a
shared services model to a prod-
uct-first agile culture over the past
18 months, a move that has helped
IT nearly triple its output. It also
includes adopting increased auto-
mation and a DevOps environ-
ment to support technologists as
they work to deliver game-chang-
ing applications quickly.

Sankaran says he’s also tak-
ing additional steps to ensure TD
Ameritrade can continue to foster
innovation. He’s testing integrated
collaboration platforms to support
cooperation and communication
across the organization. “It’s really
around how you share ideas in a

more natural way and how you

UOs have to drive that process
O ENVISIONING THE FUTURE.
And T theyre not thinking about
this last mile, they run the risk of
technology enabling and Not
TECHNOLOGY INNOVATION.

- MICHAEL GRETCZKO, PRINCIPAL, DELOITTE CONSULTING; GM, CONNECTME

create communities of communi-
cation,” he says.

Sankaran started an advanced
technology group tasked with evalu-
ating emerging technologies, iden-
tifying prototype opportunities and
bringing them to market. And he’s
implemented programs, such asan
incubation process and hackathons,
to spur and develop innovative ideas
wherever they come from.

Management experts say they see
progressive CIOs making similar

moves as they adopt agile, DevOps,
automation and innovation labs to
speed delivery of new ideas. But,
they note, those CIOs represent
only a fraction of the IT leaders. For
example, consider that Deloitte’s 2017
Global CIO Survey found that 74 per-
cent of CIOs surveyed “are investing
less than they should in emerging
technologies that could contribute to
innovation and growth.”

Seth Robinson, senior director
of technology analysis with the

nonprofit tech trade organiza-
tion CompTIA, says companies
must have processes for people

to explore technologies that have
potential to drive innovations and
test how those technologies could
transform the organization’s pro-
cesses and workflows.

“IT has been focused on lowering
costs and investing in pieces that
are strategic. But in terms of being
collaborative and I'T understand-
ing business goals and then being
able to take those back into the tech
department to come up with inno-
vations, that’s not something we see
as the standard course of business.
Only leading CIOs are doing that,”
Robinson says.

They reimagine work
Technology drives innovation today,
no doubt about that. But success-

ful CIOs remember that technology
itselfis only part of the equation,




says Michael Gretczko, principal
at Deloitte Consulting and general
manager of ConnectMe.

“It’s fundamentally about chang-
ing how people work,” Gretczko
says. “And to truly innovate, CIOs

have to change how people work.

They’ve got to be considering the
people component and partner-
ing with their HR counterparts.
We see the most progressive CIO
understanding that.”

Gretczko says he sees innova-
tive CIOs, in collaboration with
other executives, ask how jobs will
change and how customer interac-
tions with the organization will be
different. Moreover, they’re articu-

lating how and why those changes
will benefit the business to ensure
they’re not adopting new technolo-
gies simply for technology’s sake.
“CIOs have to drive that process
of envisioning the future. And if
they’re not thinking about this last
mile, they run the risk of technol-
ogy enabling and not technology
innovation,” Gretczko adds.

They leverage their
positions

For Peter A. High, president of
consulting firm Metis Strategy
LLC, what separates CIOs capable
of delivering innovation from the
others is their attitude.

“There are very few other execu-
tives who have a reason to get into
every strategic meeting, but great
CIOs recognize they have strategic
insight across the organization
that few other executives have, and
[they leverage] that strategic perch
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that they have,” he says.

Here’s how High sees it: Most
companies have an enterprise
strategy that lists goals like reduce
costs, grow revenue, enter new
markets and develop new prod-
ucts. The strategic plan often
doesn’t get into explicit details
about how the various roles —
marketing, operations, sales and so
on — will drive those.

“But a CIO who recognizes
those gaps and fills them in with
the other chiefs, that’s really an
essential step for innovation,”
he explains. “This is where the
CIO can add value. [The CIO] can
understand more than anyone else
where there are common needs
and divergent needs across the
organization and then on the back
of that develop I'T’s own plans.”

He says leading CIOs do that and
as a result have officially incorpo-
rated that strategic focus into their
roles. He points to the 2015 deci-
sion at Dunkin Donuts to promote
the existing CIO, Jack Clare, to the

‘Iwould be hard-pressed to ind an | T organization that
doesnt have POCKETS OF INNOVATIVE BRILLIANCE.
SuUt that doesnt matter If the organization doesnt:

/1
r@S D@CJ[ ‘T LARRY WOLFF, PRESIDENT AND COO, OUELLETE & ASSOCIATES CONSULTING

newly created position of chief
information and strategy officer, as
one of several examples.

High also notes that CIOs who
leverage their unique position
within organizations don’t refer to
the business units (or the business
unit employees) as customers, as
if IT is second to them. “They refer
to them as their colleagues,” High
says.

Furthermore, he says these CIOs
see the organization’s end custom-
ers as I'T’s customers and, thus,
have a focus on how IT can drive
new products and services that

impact top-line growth.

They build theright
talentand culture

Yes, technology and processes
must be part of any innovation ini-
tiative today. But CIOs need people
who understand those pieces and
have the vision to leverage them

in new ways. Moreover, the com-
pany’s culture must support and
reward innovation through train-
ing programs that develop the
technical and business knowledge
needed now, such as collaboration
and DevOps skills.

“You can’t innovate if you don’t
have that talent and culture,” says
Larry Wolff, president and COO
of Ouellette & Associates (O&A)
Consulting.

Wolff points to a 2016 CIO sur-
vey from tech research firm Gart-
ner that found talent and culture
were top obstacles to CIOs achiev-
ing their objectives. “Most people
fall short of looking at, ‘Do I have
the organizational structure, the
people and the skills to execute
these operational changes?””

Indeed, in its “Building the
Digital Platform: Insights From
the 2016 Gartner CIO Agenda
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INNOVATION < O ten porirayed as the mind SPONTANEOUSLY LIGHTING UP.

Report,” Gartner says, “Talent has
now been recognized globally as
the single biggest issue standing
in the way of CIOs achieving their
objectives.” It cites the biggest
talent gaps are around big data,
analytics and information man-
agement, followed by business
knowledge/acumen. Gartner adds,
“Talent management practices
are not keeping up with the ever-
increasing and changing needs of
the digital world.”

Wolff says he sees innovative
CIOs take very deliberate action on
this front.

“They have a very focused and
deliberate workforce and talent
strategy, and they create a disci-

plined spirit of continuous improve-
ment,” he says. Wolff addes that they
have strong project management

skills on staff, they’re good at col-
laborating and negotiating with the
business to determine priorities, and
they say no to business peers when
they’re requesting work that devi-
ates from the strategic vision.

They have credibility
with business peers
O&A and Babson College devel-
oped the IT Maturity Curve fol-
lowing a year-long research study
about IT leadership. This maturity
curve puts CIOs into four groups,
with the least mature identified as
IT supplier and the most mature
labeled as innovative anticipator.
Wolff says one element that all
innovative anticipator CIOs have

in common is credibility with their
business-side peers. He explains
that the other chief executives,
along with their direct reports and
their staffers, know that IT oper-
ates efficiently and effectively and
thus they can trust IT to deliver on
the high-stakes items.

He cites his own past experience
to illustrate his point. Wolff joined
a $400 million company as CIO,
tasked with turning around an
IT shop that struggled with basic
operations. He improved gover-
nance, project management and IT
training, all of which allowed his
team to better keep up with daily
demands. That, in turn, gave them
the bandwidth to move into strate-
gic projects. Those wins won their
business colleagues’ confidence
to tackle innovative initiatives —

including one using predictive
analytics to identify which sales
leads would become customers, a
project that saved $50 million in
annual costs.

Building credibility isn’t a revo-
lutionary idea; CIOs have long
been advised to do this by deliv-
ering exceptional operational
services. But it still applies today,
Wolff says.

“Iwould be hard-pressed to find
an IT organization that doesn’t
have pockets of innovative bril-
liance. But that doesn’t matter if
the organization doesn’t respect
IT. Business will not accept inno-
vation from a low-performing I'T
organization,” he says. 4

Mary K. Pratt is a reqgular contributor to
ClO.com.
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Doubling down
oninnovation

Fromreverse pitching to crowdsourcing,
ClOs are embracing an array of approaches to
innovation to facilitate digital transformations.

BY CLINT BOULTON

Digital disruption across thirds of business leaders sur-
industries is forcing compa- veyed by Gartner believe their
nies to experiment with new companies must pick up the
digital capabilities to augment pace of digitalization to remain
existing offerings or slide into competitive. Here’s a look at
new markets. what several leading CIOs are

And few CIOs claim they are doing to spur innovation at
moving fast enough, as two- their organizations.
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Data-drivendining

Casual dining restaurants are
struggling to adjust to consum-
ers’ increasing preference to order
in. The disruption has sent many
chains scrambling to partner with
food delivery services. But not
Bloomin’ Brands, which is build-
ing its own delivery network,
according to executive vice presi-
dent of digital and CTO Donagh
Herlihy:.

Why launch a delivery service?
First, Herlihy says, delivery part-
ners take a bite out of profits, gob-
bling up as much as 25 percent of
a guest’s ticket. Moreover, delivery
partners own the data generated
by an order, leaving the restaurant
partner in the dark. “I don’t know
if you have a good or bad experi-
ence, and I can’t market to you,”
Herlihy told CIO.com. The latter
issue is key, as Bloomin’ is upgrad-
ing to more personalized, targeted
marketing. “We have to be very
data-driven,” he says.

To groom regular customers,

At a “reverse pitch” event, entrepreneurs were invited
to learn about business challenges that aren't addressed by

existing vendors.

Bloomin’ is ramping up its guest
loyalty program, which includes
4.6 million consumers. The ser-
vice, available via the Bloomin’
mobile app, checks guests in when
they enter the parking lot and
allows patrons to pay for meals
from their phones without waiting
for their server to bring the bill.
Bloomin’ is also enabling users

to track deliveries via its mobile
app.“You can never be convenient
enough,” Herlihy says.

Tapping the crowd

Allstate is recruiting helping hands
to maintain its “good hands” image.
The insurer offers roadside assis-
tance but has struggled to get tow
trucks on the scene quickly, with

waits as long as 60 to 75 minutes —
a long time, especially when you've
just run out of gas or need a jump-
start. “It’'s a pain point,” says Suren
Gupta, executive vice president of
technology and strategic ventures
at Allstate. “Why do we need a tow
truck to come in and help out with
gas or a jumpstart? It’s expensive
and takes time.”

Gupta decided Allstate could
crowdsource that help. The
$40 billion insurance giant last
year launched the Good Hands
Rescue Network, available to driv-
ers who have downloaded the
Good Hands mobile app to their
phones. When customers break
down, they can launch the app,
talk, tap or text a chatbot to request

help and any one of 1,000 rescu-
ers, including cab drivers and lay
drivers looking for extra cash, will
come fill up their tank or give them
a jumpstart. The move has helped
reduce wait time to 37 minutes on
average, Gupta says. Such innova-
tion is part of Gupta’s mandate to
diversify revenue at Allstate.

Pitching entrepreneurs
Since joining Northwestern
Mutual in 2006, Karl Gouverneur
has made what he calls “Silicon
Valley safaris” in search of innova-
tion. The company’s head of digital
innovation has “speed dated” with
startups, hosted hackathons and
worked with the company’s inter-
nal VC firm and business incuba-
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tor to cultivate new technologies.
Now Gouverneur is pursuing a
relatively new mode of innovation
to boost digital capabilities.

At a “reverse pitch” event, entre-
preneurs were invited to learn
about business challenges that
aren’t addressed by existing ven-
dors. Challenges include auto-
mating the procurement contract
process, reducing referral friction
and automating ways to identify
prospects based on a financial rep-
resentative’s social media contacts.
Teams that accept the challenge
can earn seed investment of up to
$85,000, access to corporate men-
tors and networks, and working
space at Northwestern Mutual’s
downtown Milwaukee, headquar-
ters.

Ideally, the pitch would perco-
late into series A funding for the
entrepreneur. “The outcome is for
them to become a viable company
that can grow and become a 10x
play,” Gouverneur says. “We want
a product that has breadth and
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To keep this flywheel going, the
wholly-owned subsidiary reinvests
8 percent of its revenue into R&D.

depth, product market fit and they
see a path to the future.”

Entrepreneurial engine
Union Pacific CIO Lynden Tenni-
son is tasked with digitalizing an
old industry. Unable to find com-
mercial applications to support
the railroad giant, Tennison had
his team build applications UP
sorely needed. But it soon became
clear to UP that the software and
hardware it built had commercial
applicability, says Tennison.
Under Tennison’s guidance, UP
launched PS Technology, a com-
mercial entity that sells railroad
tech solutions to the company’s
rivals and partners. Thanks to
PS, UP is now one of the largest

providers of locomotive simula-
tion systems. To keep this flywheel
going, the wholly owned subsid-
iary reinvests 8 percent of its rev-
enue into R&D.

Building on that entrepreneur-
ial spirit, Tennison also launched
Breeze Broadband Communica-
tions, which harnesses the com-
munications towers and other
infrastructure supporting the rail-
road to deliver wireless broadband
to underserved rural markets. PS
and Breeze, which were conceptu-
alized within the IT department,
have helped boost UP revenue by
$50 million, says Tennison. ¢

Clint Boulton is a senior writer at
ClO.com.
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IGITAL TECHNOL-
OGIES HAVE sig-
nificantly impacted
most enterprises,
and IT is on the front

line of change. In a recent IDC sur-

vey, 45 percent of CIOs and senior
IT executives said that one of the

GETTY IMAGES

top three objectives they’ve been
given by their companies is to
“create competitive advantage for
the business.”

Charged, as always, with deliv-
ering technology with reliability;,
responsiveness and flexibility, IT
today is being asked to deliver even

Good business
metrics drive
responsive [T

Are your IT measurement metrics still focused
on efficiency and not whatis meaningful to the
business? If so, it's time to make a change.

BY MARTHA ROUNDS

more — leveraging digital trans-
formation to change and disrupt
the business, customers, markets
and competitors. And because

of the stakes involved, there is a
growing need to be able to evaluate
the business and financial impact
of every new IT initiative.

New, more meaningful IT met-
rics can make a difference, but
recent IDC research shows that
60 percent of companies aren’t
using them. Many IT organiza-
tions - to their detriment - still
lack mechanisms to evaluate
whether they are fully supporting
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450/ 0 of C/0s and senior IT executives said that

one of the top three objectives they've been given by their companies s to
“create competitive advantage for the business.”

their companies’ digital strategy.

The first challenge is to identify
which metrics really matter to the
organization.

Using business
metricstodrivelIT
Traditional IT measurement,
with its long-term focus on effi-
ciency metrics for managing
infrastructure, applications and
components, doesn’t work for
many of today’s transformation
initiatives.

To understand which metrics
are meaningful to the business,
Niel Nickolaisen, CTO at O.C.
Tanner, a 1,600-person global
provider of employee recognition
programs, starts by questioning

the company’s CEO and other
senior executives: What do you
think is the engine that drives this
organization? If you could distill
down to one metric, how would
you measure whether we’re mak-
ing progress? “I start to synthe-
size that,” he says, “and I come
back saying, ‘If these are the two
or three primary metrics for our
business, here’s my take on how
I translate those into my IT goals
and objectives. If I use these two or
three metrics and made improve-
ments in these metrics, is that the
contribution you need from us?"”
Failing to use business met-
rics in C-suite conversations
anchors IT in a bygone era, says
Joe Topinka, CIO at SnapAYV, a

fast-growing private company
that manufactures and distributes
high-quality products for audio/
video and connected-home instal-
lations. “It relegates IT to more of
an operational role. And it rein-
forces this notion that IT really
isn’t a business unit and it’s more
of a necessary evil.”

Topinka says the key is to spend
time with other executives to
understand the strategic goals of
the company and associated met-
rics, map the IT organization’s
portfolio of projects to those strate-
gic imperatives, and then measure
how IT will affect those strategic
imperatives. The exercise “really
resonates with non-IT executives,”
he says. “They get it.”

Skininthegame

How do you make sure that busi-
ness metrics are taking hold?
Incorporating business metrics
into compensation plans can be

a powerful step toward shared
incentives for IT and non-IT
goals. More and more CIOs have
business metrics built into their
compensation. Nickolaisen’s
bonus is calculated the same way
as the other executive bonuses,
including any business met-

rics embedded in the company’s
bonus structure. C-suite execu-
tives are “all in the same boat
because ultimately we need to
support each other,” he says. “If it
looks like our client satisfaction

scores are dropping, for example,
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I don’t want to point the finger at
the head of client services. I want
to discuss with our team some
things we could do from a tech-
nology perspective that would
improve customer satisfaction.”

bit because that way everyone has
got some skin in our game,” Nicko-
laisen says.

Similarly, there’s a customer sat-
isfaction metric in the bonus cal-
culation for all salaried employees,

“Failing to use business
metrics in C-suite conversations
anchorsITinabygoneera.”

—JOE TOPINKA, CIO, SNAPAV

At the next level down, most
salaried employees have a bonus
program that includes business
metrics — including the level of
user adoption of IT-built systems
and on-time completion of high-
priority IT projects. Those metrics
are for the whole company, not just
the IT team. “If we do better on
those metrics, the entire company
benefits. If we do worse than that,
everyone’s bonus suffers a little

including IT. “What contribution
does a software engineer, or a guy
on the IT service desk who'’s never
going to interact with one of our
customers, have to that? I don’t
know, but I want him thinking
aboutit.” 4

Martha Rounds is a research director with
IDC's IT Executive Programs. IDC's Mitch
Betts and Bill Keyworth also contributed
to this story.
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3 considerations
for redesigning the f
[T organization ‘ ‘

Designing arobustIT organization for the future
doesnotrequirea“bigbang” approach.

BY KHALID KARK :
ACED WITH RAPIDLY changing \
business environments, many y

CIOs today struggle to be as agile
and nimble as they need to be.
The fact is, traditional IT systems

and processes were developed to build battle-
ships, but businesses are now demanding
speedboats.
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Creating a “business relation-
ship management” box in the org
chart won't solve this problem, nor
will shuffling current I'T leaders.
Instead, an ongoing nipping and
tucking of organizational structure
can align IT to corporate strategy
and outcomes.

Here are three considerations for
designing your IT organization for
the future.

Organize by

capability

A focus on business capa-
bilities is a significant departure
from the traditional IT organiza-
tion structures such as the plan-
build-run model, which focuses on
technical competencies. Deloitte’s
Global CIO Survey found that

building and investing in capa-
bilities that align to the company’s
core value proposition will allow
the CIO to focus on activities that
are crucial to differentiating in the
marketplace and delivering maxi-

mum value to their organizations.
For example, a consumer prod-
ucts company may view product
development as a necessity that
must be cultivated and resourced
carefully, while low-cost produc-
ers or fast followers may view it
as a luxury. Capabilities that don’t

source 20 percent of specialists
with deep technical chops while
simultaneously adding the same
number of product specialists.
They will have intimate knowl-
edge of their individual business
areas and be measured on their
contribution to business growth

good thing. Often the company’s
prevailing culture can have a
significant influence over its sub-
cultures, and IT leaders need to
be mindful of this. An IT inno-
vation team focused on emerg-
ing technologies and business
disruption and a core system

Traditional IT systems and processes were
developed to build battleships, but busi-
nesses are now demanding speedboats.

differentiate a company from its
competition are candidates for cost
reduction by centralization, auto-
mation, outsourcing or a shared
service approach.

A CIO of a retail organization
is radically redesigning his IT
organization by taking a product-
centric approach. He plans to out-

and revenue, while system main-
tenance and infrastructure will be
managed by a third party.

ProtectIT

subcultures

Every IT organization has
many subcultures, and that’s a

operations team focused on five-
nines reliability each have spe-
cialist subcultures that are worth
protecting. Is your organization
design versatile enough to allow
both mavericks and conformists
to thrive?

There are many ways to protect
a distinct I'T subculture. For exam-
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ple, put it under the leadership of
a well-respected corporate execu-
tive, which could give it the cred-
ibility and clout to resist external
influences. Or, grant the unit cer-
tain liberties and exceptions, such
as the ability to bypass certain
governance steps in favor of rapid
prototyping.

A CIO for an online business
in APAC, with the support of the
CEO and board, created a team of
mavericks responsible for disrupt-
ing the existing online business. In
three years, this small team gener-
ated 14 percent of the company’s
total online revenue.

Clarify the new rules

of engagement

Many CIOs start their
tenure by developing a new

strategic vision and organiza-

tion design and then declaring

victory. Then, when CIOs fail to
bring significant change, some-
times staff are blamed for resist-

ing change when, in fact, it is
a failure of the organization’s
design, not its people.

New organization design
needs to be accompanied by new
rules of engagement. The suc-
cessful execution of organiza-
tion design often depends on

ment.

continual measurement across
three key dimensions — leader-
ship behaviors, capabilities, and
accountability metrics — with
dashboards that signal orga-
nizational intent. What are the

parameters for success or fail-

ure? What types of talent need
to be recruited? What training is
needed to reinforce the organiza-
tional design principles?

One CIO took a three-phased
approach to his organization
design. First, he started holding his
leadership team accountable for

New organizationdesign
needs to be accompanied
Oy new rules of engage-

modeling intended behaviors such
as a 48-hour email response time,
spending at least a day with cus-
tomers, and identifying and men-
toring high-potential employees.
Second, he identified key business
capabilities such as data analyt-

ics and business process automa-
tion and created cross-functional
centers of excellence. Third, he
changed I'T’s performance metrics
to include business outcomes and
created a public dashboard for esti-
mating I'T’s business impact.
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Organization design is complex;
changing one area can produce
unanticipated consequences in
another. A resilient IT organiza-
tion design may require iterative
changes and adjustments. It isn’t
as simple as putting names in
boxes — but it isn’t impossible.
Good luck with your efforts! 4

Khalid Kark is @ managing director with
the U.S. CIO Program, Deloitte LLP.

This publication contains general infor-
mation only and Deloitte is not, by means
of this publication, rendering accounting,
business, financial, investment, legal, tax,
or other professional advice or services.
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