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Preface

This book came into being in the form of lecture notes for the subject Informa-
tion technology management (IT management) at the Twente University in the
Netherlands. Since 1995 this subject is part of the Master’s degree of the course
Business Management and Information Technology. Over a decade of teaching,
this book developed into what it is today.

The book gives an idea of how organizations should organize their in-

formation and communication technology facilities in order to be able to say “IT
does not matter.” Management and the organization of IT are only conveniences
within day-to-day operations and enablers, for organizations that want to supply
other products and services.

(a)

(b)

(©)

The book has the following starting points:

The IT support of products and services of organizations makes func-
tional and performance demands on the IT facilities. In order to be able
to meet these requirements optimally, an IT architecture is required. The
IT services and products are supplied within this architecture.
Controlling IT is part of normal operational management. This means
that:
—at setting up the IT facilities the principles of logistics and operations
management apply;
—the information, needed for controlling a process, makes demands on
the set-up of the information service process.
The question is:
—whether someone is authorized to supply the data;
—whether the data corresponds with the physically present objects and
—whether the given data is correct and complete.
A distinction is made between both the IT demand and the IT supply
organization. Both organizations have to be set up. Methods indicate,

X1
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which processes have to be in place in these organizations and each of
these processes has financial, personnel, legal and security aspects.

This results in a book, in which IT management is placed amongst
other disciplines within an organization. The book discusses most methods
and standards in the field of I'T management, such as the Microsoft Operations
Framework (MOF) method, the eTOM standard in the telecommunications
industry and the new Data centre mark-up language (DCML).

I would like to thank all that contributed to the theories as mentioned in
this book. My special thanks go to Remko van der Pols. In the late eighties it
was already a joy to teach him the subject IT management. It is an even greater
joy to see how he and his group at Getronics elaborate on this subject.

Theo Thiadens,
Doorn, April 2005



The field

Importance of the field
Boundaries of the field

The composition of the book

Introduction

The field

IT management is the control of IT facilities within an organization.
This control is exercised on various levels, by various parties concerned. It re-
sults in the support of the processes in the organization by IT complying with
the functional and performance requirements as stated. These requirements are
called for by the party paying for the use of the IT facility. This party can be the
owner of an IT object, like the owner of a tailor made application; it could be
someone that owns the right for using an IT object, like a license holder for the
use of Microsoft Office and it could be the manager that hires an IT service for
his organization from a third party.

Importance of the field

IT management has become important to organizations. With the change
from the industrial to the network economy, many organizations are aware that
being able to obtain and use information quickly has many advantages. These
advantages could be gained from being able to work more cheaply, producing
new services and products faster, arriving at better control of the organization or
in simply being able to work more effectively. Better use of information usually
demands the use of IT facilities. It also often results in higher demands on the
facilities already in place.

Xiii



X1v Introduction

Limits of the field

IT management includes tasks in the fields of exploitation, developing
and maintenance of IT facilities. It can be split into facilities in the field of
the infrastructure, the applications and the organization. This book discusses
the tasks that have to be carried out for IT facilities that are procured from a
third party or the ones that are already in production. It speaks about the acti-
vities necessary for ongoing development and exploitation of IT facilities. The
book deals so with all subjects related to the field of IT service management or
management of IT facilities. It also means that the book does not go into building
of entirely new IT facilities for the organization or supply chain, in which there
is yet no trace of an infrastructure, an application or organization.

Characteristics of the tasks

The tasks to be performed for the control of IT facilities within an organi-
zation have an operational, as well as a tactical and a strategic characteristic. The
allocation of these tasks to organization units may differ, depending on

—the size of the organization;

—the history of the organization with regard to the IT support of company
processes;

—the importance of this support;

—the choices made and to be made regarding the technical and informatics
infrastructure and those in the field of application management.

Purpose of the book

The purpose of this book is to provide a systematic discussion of all
aspects one has to deal with in I'T management and therefore to offer assistance
for controlling the tasks to be carried out for supplying IT facilities. To this
purpose, the book is divided in five parts. Each part consists of one or more
chapters. Below we will briefly discuss the contents of the different parts.

IT management: the basis

The first part of the book deals with the basis of the field. Chapter 1
defines and demarcates the concept I'T management as well as the starting points
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the book uses for looking at IT management. Next, the importance of the field
to the various stakeholders is discussed. Carr (2003) may state that ‘IT does not
matter’ and discard the care for IT as being no more than the care for an essential
service, Ross (2002) states that decisions about IT cannot always be taken by
IT-people. The interested parties in these decisions are found both within as well
as outside the organization. Straub (2004) proceeds by stating that the activities
of organizations operating in a network economy cannot exist without available,
secure and up-to-date IT. Control of IT facilities is therefore a requirement. This
control is subject to change triggered by various causes. This control is also
provided from various angles.

Chapter 2 continues by giving the functional and performance require-
ments organizations demand from their IT facilities. The chapter clarifies that
for the medium range; one can only meet these requirements providing one has
a well throughout architecture for the facilities to be managed. Transparency
and overview enable the controlled fitting and optimal utilizing of new technol-
ogy. Lack of overview leads to ramshackle solutions, islands of computerization
and a gap that is difficult to bridge between the IT support as requested by a
demand-organization and the support as supplied by the supply-organizations.

IT management: processes

For the use of IT facilities organizations can set up their own IT depart-
ments. They can also employ external IT supply-organizations for this purpose.
Tasks of functional management, application management and exploitation for
objects of infrastructure and applications always have to be executed. Part 2 goes
into the set-up of processes for executing these tasks. In Chapter 3 the possibilities
are discussed for setting up these tasks in such a manner, that meeting of the
customer’s requirements is always at the centre stage. A more hierarchical set-up
of tasks is compared to a more process-oriented approach. This results in a hybrid
organizational form for supplying IT facilities: for one thing processes are set
up, for another the tasks for front-office and back-office are more hierarchically
structured.

Chapter 4 deals with the set-up of the demand-organization for IT facili-
ties, in other words functional management. In Chapters 5 and 6 the organization
of the supply-side, being application management and exploitation come up for
discussion. When setting up the demand-organization the BiSL method is the
starting point. At setting up application management, the ASL method is used.
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As abasis for setting up exploitation the ITIL method is applied. The last chapter
of Part 2, Chapter 7, indicates how in particular cases elements of BiSL, ASL
and ITIL are combined for designing one’s IT organization.

Organizing processes

Chapter 7 integrates the subject matter of Chapters 3 up to and including
6. From the angle of system approach and the set-up of processes this chapter
aims to answer questions like:

—how do I organize my IT facilities in such a way that, using the same
organization, I am able to realize a volume of service many times larger
and at the same time a strong renewal of services?

—where do I locate IT organizations that are very labour intensive and where
if these are very capital-intensive?

Control of IT processes

Part 3 goes into the control of IT facilities by the various stakehold-
ers. Chapter 8 formulates six points of application for control of IT. These are:
determining priorities, dealing with innovation of services, deciding on the IT
organization, reflection on its working methods and the methods to be employed
in this, taking care of the necessary knowledge and assurance of sufficient man-
agement and user support within the organisation. Each of these possibilities for
control are discussed. Next, the chapter goes into the importance of this control
and the information function needed for this control. In Chapter 9 attention is
given to evaluation of the services and achieving improvements. The chapter’s
motto is ‘house in order.” It starts with the necessity for reliable information as a
basis for making evaluations. Next, it provides the various angles for an evalua-
tion. The application of CobiT, CMMLI, risk management and ISO 9001:2000 in
IT organizations are shown. With the ‘house in order,’ it is possible to go flexibly
into customers’ and supply chain partners’ wishes. Chapter 10 continues there-
fore, with the set-up of IT facilities for supplying new products and services.
A step-by-step plan is introduced, in which building of these new services and
products can take place.
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Aspects

In the fourth part of the book various aspects of the field are discussed.
The aspect finance is taken care of in Chapter 11, the aspect personnel in Chapter
12 and the aspect procurement in Chapter 13. These chapters go into, amongst
other things, the groundwork to control IT costs; the competencies as needed
in an IT organization and at procuring IT facilities the Information Systems
Procurement Library (ISPL) method.

The last two aspects up for discussion are contract management and
security of services. At contract management the concluding and safeguarding
of service level agreements are gone into, whilst the chapter on security discusses
the ISO 17799 standard.

The part ends with a chapter on standardization of context data, products
and processes. It will be clear that at expanding services, a certain degree of
standardization is advisable for enabling a service provider to live up to the
expectations, with regard to the required availability and flexibility.

The future

The last chapter of the book discusses I'T management in 2027. Many
of the patterns that can already be recognized will by then be realized. Using
experiences in other sectors, such as the sector for physical transport of people
and goods, the telecommunications sector and the energy sector, parallels are
drawn with the IT sector. These are used for predicting the development of the
IT management field.
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In the network economy almost every organization depends on perfect IT fa-
cilities. Every organization is forced to reflect on its /7 demand. Realizing the
organization of supply and demand is the subject of this book.

The book consists of five parts. These are the basis, traditional IT man-
agement, controlling IT facilities, aspects of IT management and IT management
in future.

In the first part, IT management tasks and the objects involved are dis-
cussed. The execution of these tasks has to meet with functional and performance
demands. These requirements are more easily met when an organization has a
transparent /7T architecture at its disposal.

The second part outlines traditional /7" management. The starting point
is a process-oriented functioning of the /7 organization. This goes for both the IT
demand organization as well as the I7 supply organization. In this part, methods
like BISL, ASL, ITIL, MOF, MSF, TMN and eTOM are discussed.

The third part deals with controlling /7. The aim of this control is diverse.
Control is different when striving for efficiency and complying with accountant’s
requirements, compared to the control as used when /7 is a means to comply
with customer’s and/or chain partners’ wishes. In the latter case, innovation of
IT processes is an issue.

Part four tackles aspects of /T management. Amongst other things, the
financial, personnel, purchasing, legal and security aspect in /7 are discussed.
Besides this, entering service agreements and achieving standardization are gone
into. The book ends with a look into the future. The effects of striving for “utility
computing” and better control of IT by means of “IT portfolio management” are
explained.

The book is supported by the website www.ict-management.com. On
this site every chapter can be found in the form of a presentation. Lecturers
using the book have access to suggestions with solutions for all of the 17 smaller
and 8 larger cases, as included in this book.
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Part 1

IT management: The basis



What is IT management?

What is managed?

Why is IT management important?

‘Who should manage and why?

Views on ICT management.

The field of IT management and external
influences

Chapter 1
The basis of the field

Our bank is in actual fact an information factory. Without the use of IT, our
services would come to a dead halt. This really goes for all our services but in
particular for Direct Banking. It is therefore not surprising that the status of
our three most import product innovations and the status of the exploitation of
IT are high on our weekly management agenda.

We started by realizing the importance of IT being 100% available. Next,
we set up our IT organization process-focused, using the methods available
to us. The following step was to determine the IT priorities and to control
the IT organization accordingly. That was a success and this transparency
actually led to more. We asked ourselves whether we shouldn’t organize service
level management, the service desk and the back office separately. Labour
intensive tasks should either be computerized or moved to low-wage countries,
capital-intensives ones could be undertaken in Canada for example.

‘Consolidation, sourcing, standardization and competence centres’ are the buz-
zwords of today. It all really boils down to us cleaning up the mess we created
over the last thirty years. Once this is done, we can start all over again with a
transparent architecture and supply the services of tomorrow. Making use of an
architecture for supplying these services, it becomes clear these evolve easily in
line with the requirements of the company.
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IT management

IT management is all about controlling IT supply. Organizations like
banks, insurance companies, travel agents or social services would grind to a
halt if the IT facilities that support their operational processes weren’t opera-
tional. These IT facilities are supplied by an IT organization. In the structure of
this IT organization front-office and back-office processes can be recognized.
The front-office is equipped to deal with customer queries every hour of the day
or night. The back-office focuses more on systematically to be executed tasks.
Customer queries are considered to trigger a chain of processes within an orga-
nization. These processes can be carried out in one single organization. It is also
possible to split these up and have them executed at the best possible location.
This way, an IT organization structure emerges, aimed at developing in pace
with the customer’s wishes. This IT organization provides a practically 100%
available standard workstation, has clearly structured IT facilities for storage
and processing, carries out certain activities from competence centres and ratio-
nally determines which tasks are carried out by the organization itself and which
services and products it will purchase from others.

Content of this chapter

IT management 2004 is the subject of this book. In this chapter we will
examine the tasks as carried out in the field of IT management and the subjects
it deals with. The field is defined and it becomes clear where management of
information function ends and where I'T management starts. The basic principles
of the field are formulated and its importance explained.

Within the network economy, available, secure and up-to-date IT fa-
cilities are of great importance. This economy is based upon transporting data
in digital form. In order to make this a simple process, it makes use of stan-
dards to a high degree and is able to supply strongly personalized information
services at any time, anywhere and to everybody. Organizations’ products and
services often cannot exist without IT. Decisions to do with IT are therefore
more than just decisions about management of the IT department. General and
business management control this department’s services. They determine the
demand; an IT department offers the required services. Amongst other things,
points of control by general and business management are setting of priorities
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and organization of services. So the application of IT within an organization
increases and development takes place.

The chapter ends by giving an overview of the field and the external
influences on the domain. Over the years one sees how the discipline IT man-
agement comes into existence. Within this discipline service and optimum price/
performance relations are increasingly becoming determining factors as appli-
cation of IT is a must. ‘IT does not matter,” it must be there, as Nick Carr says
for good reason (Carr, 2003).

WHAT IS IT MANAGEMENT ALL ABOUT?
Tasks and objects

IT management is the controlling of IT facilities within an organization.
This control takes place at operational, tactical and strategic level and by all
parties involved. These parties are in general a combination of the management of
an organization, the management of the business functions and I'T management.
The purpose of this control is to achieve an application of IT facilities complying
with the demanded functional and performance requirements.

At controlling IT facilities two questions are asked. The first ques-
tion concerns what this control actually entails. The second question concerns
the objects that are controlled. Control is exercised on the development and
maintenance of applications and infrastructures and their exploitation. Con-
trol concerns objects of infrastructures, their applications and organization (see
Figure 1.1). Infrastructure objects can be divided into objects of the technical
infrastructure and of the informatics infrastructure. The technical infrastructure
comprises of hardware and software for storing data, processing data, transport-
ing data and input and output of data. The informatics infrastructure includes
the tools for developing and maintaining applications and tools for support-
ing the IT (service) management tasks. This can be software for calculating
costs, security software, tuning software, service desk tools and so on and so
forth.

The application objects can be divided into objects for applications that
support business processes, applications like spreadsheets and word processing
that support individual work and intranet and extranet applications (Applegate
and others, 2003).
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Objects Infrastructure (Ptechnical : storage
processing including operating systems
transport
input/output (for example personal computers
including operating systems
informatics : software for programming (compilers,editors)
software for I'T management support, for
example security tools, service desk support,
enz.

Applications business process support for example ERP applications like
SAP
individual work supporting such as MS Office
communication improving among other things through
intranet and extranet applications

Organization =¥ units, functions, task elements etc.

Figure 1.1. The objects at IT management (Thiadens, 2001)

Through this breakdown in objects, the IT manager is capable of dis-
tinguishing organization objects, infrastructure objects and application objects.
This distinction is important. In principle, one likes to be able to change ap-
plications without having to allow for the different versions of objects present
in the technical and informatics infrastructure. Even more so, if changing these
versions, it should not have any effect on the functionality of an application.

Example

An organization is in the middle of changing from a client-server version
of a CRM-package to a browser-based version. The client server version requires
the presence of certain releases of the supporting database management software
and operating systems. The browser version requires different releases of both
the data base management system as well as the operating system. In that case,
upgrading the CRM-package is no isolated matter. This leads at the same time
to upgrading the software for the technical and informatics infrastructure. The
last upgrade may have impact on other applications using the same server. If
application and infrastructure do not function independently this creates extra
work for the IT organization.
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Rest organization: IT management:
Development and
SUP_P“"“ : maintenance of
- primary and " infrastructures and
- secundary processes Making applications
(financial,personnel of and
1 repor- . . y =
etc) ting on Exploitation of
SLA’s infrastructures and
Service applications.
desk

| Service control team (QA task)

= Quality of information = Quality IT support

Figure 1.2. The IT management domain

Definition of the domain

IT management concerns management of IT facilities. These are sup-
plied by an organization offering IT services. The organization units demanding
services of this IT organization, bear the responsibility for the quality of the
information that is processed, transported and reproduced using these IT facil-
ities. This information is necessary in their primary processes. Those requiring
IT services use the provided IT facilities in performing their business tasks.

They enter the ‘content.” The IT organization supplies up-to-date in-
frastructures and applications. The general and business management of the
organization is responsible for the data being up-to-date and reliable and pro-
viding sufficient organizational and physical security measures. Availability and
response of support provided by IT infrastructures and applications as well as
taking logical security measures (like providing passwords, back-up recovery of
data collections, security, encryption and so on) is the responsibility of the IT
organization.

In this book IT management concerns the controlling of IT facilities
being in production and their adjustments or extensions. I'T management starts
when the first version of an IT facility becomes operational.
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Starting points

In this book, the following three starting points are employed when
looking at managing IT facilities:

1. IT products and services attune to the organization’s strategy. I'T services
have to comply with certain requirements with regard to functionality
and performance. The IT organization supplies these services and there-
fore has an IT products and services architecture.

2. The controlling of IT facilities is based on logistics and operations man-
agement principles. There are distinguished control targets and based
upon these targets processes are set-up. These processes are measured
and in this way adjustment takes place. In order to control using the right
information, the administrative organization of an IT department has to
be in order.

3. At supplying IT services and products one distinguishes between cus-
tomers and providers. Providers may procure products and services from
others and this can lead to an entire chain of service providers, reflection
on more concentration or centralization of tasks and recognition of roles
and functions in the field of IT management.

THE IMPORTANCE OF IT MANAGEMENT
The service environment

The environment in which IT services are supplied changes. In the in-
dustrial economy, IT services were never the focal point in an organization. Or-
ganizations then extended their production capacity by investing in new factories
or new means of transport. Every time one wanted to sell more or somewhere
else, the sales organization was extended or a new sales organization set up.
IT was proprietary and the own IT organization tailor-made solutions. In the
network economy this is different. When extending the production capacity in
the network economy, one looks at the possibility of cooperating with partners.
Expansion of sales possibilities is realized by making use of non-proprietary
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Industrial economy: mainly producers Network economy: innovation in the service:
benefit from innovation: (assembly plants and channel managers)
= machines and trains = communication and information

= assembly line, marketing/sales/service . = chains and partners
= hierarchy,division, planning/execution = teams, networks, partnerships
=> specialist, merit pay, trade union,antitrust = freelance, virtual, ownership

|

Internal infra in ownership
Years for achieving scale and range
advantages

Club of organizatons shares infrastructure,
resources and customers for new services and
products 6r for launching new companies faster,
cheaper and more succesfully.

Figure 1.3. Differences between working within the industrial economy and the network
economy

technology. In Figure 1.3 the differences between working within the industrial
and the network economy are shown.

Today, many organizations are in a transitional phase; from being or-
ganizations working predominantly along the lines of the industrial economy
they are turning into organizations using the principles of the network economy.
Drivers for changing to the network economy are:

—increasing information digitalisation. Data in digital form flows through
the organization;

—use of standards for places of work and networks simplifies development
alongside products and services;

—an increasing pressure on costs and profit margins of organizations lead-
ing to different ways of organizing and shorter elapsed time at supplying
services and products;

—the development of increasingly more ‘intelligent’ products and services
like the Personal Digital Assistant, that uses the Global Positioning System
for drawing someone’s attention to something;

—the arrival on the market of products adjusted to the customer. An example
of this is equipment with built-in microprocessors for carrying out pre-
ventive maintenance enabling advise to the customer on how to use his
installation optimally.
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Decision on IT:

Role demand-organization

Why?

How much budget?
What do we spend it on?

What skill and organization
do I need?

determine role IT with regard to
strategy and matching budget
indicate clearly what is done
and what not.

determine what is done centrally
and what in the business units.

no platform to support
strategy but high expenses

IT unit lacks focus and does
not get projects introduced.
excessive standardization costs
flexibility, too much exception
increases S and limits synergy

How good do the IT
services have to be?

What security and
privacy risks are acceptable?

‘Who do we blame when

Hetermine service levels (example:
higher availability) based on

price performance

lead the discussion about assessment
security/privacy compared to
convenience

business executive project leader
measure result in business terms.

paying for options that are not
worth the money.

too much emphasis on security
results in inconvenience and too
little results in vulnarability data.
otherwise you never realize the
business value of IT.

an IT project fails?

Figure 1.4. Questions IT management should not decide (Ross, 2004)

In this economy IT management is important. Availability, security and
keeping IT facilities up-to-date are a must. Aiming for quickly dealing with
incidents and problems is necessary. Decisions about IT facilities are not just
left to the supplying organization anymore. The customers, general and business
management, demand to play their part. They want to determine the IT strategy
and demand a say in the execution of this (see Figure 1.4).

Why a part for general and business management

Active controlling from the side of the customer is required for various
reasons. In the longer run an optimal fit develops between what the organization
wants and how the IT organization supports this. The IT organization knows
focus and supplies products and services one can implement. IT-input means an
optimal standardization, without the standards being unnecessarily restrictive or
rendering the organization inflexible. In the short term in daily IT support active
controlling by the customer insures the right level of service. Too little or too
much effort in the area of security is out of the question. Finally, a close eye
is kept on whether the planned advantages of the use of technology are indeed
achieved. The business itself is responsible for this.
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Points of application for controlling

There are six points of application with regard to controlling IT. The
points are the innovation of product and service, determining the organization
of IT service, decision on the in-house knowledge and skills and the knowledge
and skills that are to be obtained from outside the company, reflection on the
methods to be used at the application of IT and the creation of support for IT
application at the side of customer and supplier.

The customers are to fill in the functional and performance requirements
with regard to services to be supplied. They take care of functional management.
Functional management specifies the demand, indicates the organization of ser-
vices and at the customer-side one takes care of implementation of the facilities.
Functional management at a strategic level determines the priorities, the inno-
vations and the suppliers that are to be worked with. Functional management
at a tactical level controls the execution. It determines the service level and ad-
justs it if necessary. Functional management at operational level takes care of
the daily handholding, mans the service desk and takes care of testing and the
implementation of changes in the administrative organization.

The supplier’s side takes care of development and maintenance of IT fa-
cilities. This is called application management. It also takes care of the exploita-
tion of IT facilities. Based upon the demand at strategic, tactical and operational
level, these application management tasks and exploitation tasks are filled in.
Suppliers and the technology are determined at a strategic level. At a tactical
level the daily exploitation and the daily application management are controlled.
In addition the change tasks are controlled.

In following chapters the processes in functional management, applica-
tion management and exploitation will be further specified. The recognition of
these three tasks is known as the triple management model for managing IT
facilities.

Shifts in the I'T management-field

Over the years, the field IT management has changed. Figure 1.5 shows
these changes. In the eighties, Van Schaick (1985) and Looijen (1998) recognized
the tasks in this field. The triple management model was recognized and it be-
came clear that IT management includes tasks at different levels. In the nineties,
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Eighties:

= recognizing Nineties:
tasks Next century
(van Schaick > 5 recognizing
Looijen) processes and ~ => expansion and
their service growth followed

by the principles
of the network
economy

Figure 1.5. Shifts in emphasis during the years in IT management

these tasks were converted into in processes to be designed and services to be
supplied. The IT organization was equipped with front-offices and back-offices.
The customers of the IT facilities negotiated service level agreements with the
suppliers. The agreements were a basis for achieving an improvement of the
services quality. In the twenty-first century we see the use of IT growing enor-
mously. The guarantee for optimal services by I'T organizations requires for them
to think about their working methods. Innovation of their services leads to:

1. IT organizations replacing physical processes by other means of data
transmission. Users are informed by means of a broadcast, instead of
being called personally. Automatic download of versions means that in
situ installing is no longer necessary, and so on and so forth;

2. installed products and services informing the IT organization. This
means it is possible to proactively replace parts, keep abreast of the
customers’ use of these, advise them about these and to reckon with the
gained experiences within the purchasing policy;

3. use of standards in the IT management field. Whilst the nineties showed
the advent of methods, it was recently announced that also in the ex-
change of communication in the area of IT management standards are
formulated. EDS and partners issue so the Data Center Mark-up Lan-
guage (www.dcml.com);

4. IT organizations considering to detach front-office and back office pro-
cesses. In this the relative advantages are weighed up against each other.
One poses questions like:

—is this a labour-intensive or a capital-intensive task?
—what is the optimal location for every type of task?
—what is the optimal size of an organization for a specific task etc.
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Authority: Execution IT management:
- Ownership and of what? - recognizing processes
- Usage methods for this

Management, of what (functional

application management
exploitation)
Changes: System theory:
- reactive - service levels
- controlled unctional? (what?)
- pro-active performance? (how good)
- aligned - measuring methods

Innovating

Figure 1.6. Views on I'T management

VIEWS ON IT MANAGEMENT AND THE EXTERNAL
INFLUENCES INVOLVED

The field IT management

IT management can be approached from a number of different angles.
Some four angles are distinguished here because that way the various methods
and models of this field can be positioned. These angles are (see also Figure 1.6):

(a) the angle of authority. This concerns the authority of those involved.

A distinction is made between:

—owners of the objects or those owning the right to use the objects;

—users of the objects;

—managers of or service providers for the objects or possibly of

—derived interested parties like organizations acting on behalf of
the owners towards users and management organizations and the
advisors that advise all or some players about the measures to be taken.

In this view on IT management, the question is asked who determines
what should be done with regard to IT management, where it will be
done, how it is done and when it is done.
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Example

Clearly recognizing the stakeholders is, amongst other things, important
when thinking about the risk of wrong investment in IT. Both in the field of infras-
tructures as well as applications this plays a part. An IT organization in the public
order and safety sector that, amongst others, works for police, fire brigade and
ambulance, soon discovered that when extending the network in the public order
and safety sector, especially the supplier of telecommunications connections and
not the IT organization, that service the network, increased its takings.

(b) the angle of methodical execution. Methods indicate which processes
are set up and how these processes cohere. I'T management methods are
partly formulated on the basis of knowledge and partly based on ‘best
practices.” They concentrate mostly on indicating the demand and on
organizing and controlling of the supply.

This book discusses three methods more extensively:

—ITIL (IT Infrastructure Library) for the exploitation of IT;

—BiSL (Business Information Systems Management Library) for func-
tional management;

—ASL (Application Services Library) for application management.

ITIL is an often-applied best practice method. BiSL and ASL are meth-
ods developed by the Getronics company that have been made available
to everyone. Most applications of these methods can be found in the
Netherlands and at a relatively limited scale.

The reason for choosing these methods is the fact these provide a
further elaboration of Looijen’s often-applied triple management model
(1999). The tasks this model recognizes are executed in processes that are
indicated in the ITIL, BiSL and ASL methods. For setting up exploitation
environments ITIL is the most widely used method. BiSL and ASL are
attuned to ITIL.

(c) the angle of change in the objects to be managed and in the quality
of work.

During IT management, changes may occur in: the type of object, the
quality of an object and the quality in which the processes are carried
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(d)

out. This book discusses two models in this field in more detail. One
is the Nolan model that examines the controlling of implementation of
facilities. The second model is an application of the EFQM model that
makes it possible to identify at which levels one executes an IT services
process.

The Nolan model distinguishes between a phase in which a
technology is discovered, a phase in which it is tried out, a phase in
which indicators are composed in order to arrive at a more factory made
management and a phase in which the objects are managed routinely.
Recognizing these phases leads to insight in the risks that one runs at
implementing a service. Often it is wise to first try out an innovation in
services on a small scale. A service that one has a lot of experience with,
can on the other hand, be rolled-out more routinely and according to plan.

An application in IT management of the European Foundation
of Quality Management (EFQM) distinguishes a number of levels on
which IT management can be carried out. This application discerns
a level of reactive working; a level of being able to perform tasks
repetitively; a more proactive IT management; an IT management
directly attuned to the customers’ priorities; and an itself constantly
renewing IT management. The application of EFQM indicates the
demands for working at a certain level. It prescribes amongst other
things what service processes have to be set up, the organization
and procedures involved, staff skills, their training and the available
documentation (Giesberts (2002), see Appendix F).

that of system’s theory. At the system angle the ‘demarcation of ser-

vices’ plays the dominant role. One distinguishes a demarcated entirety

of products and services that have an interface with other services and
products. Making clear demarcations in the management of IT facilities
is important at, for instance:

—The start of new infrastructures and applications. These can work en-
tirely separately from existing ones. This may also involve interfaces
with other facilities or entirely integrating a new service within the
existing IT infrastructure, the existing IT organization or the existing
applications.

—Making IT facilities available. The IT facilities may be provided
as a service, whereby every service has an obvious customer. The
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- legislation such as imposed by customer or customers
* new security - consolidation IT facilities
measures - standardization processes/objects
* obligatory reports
government

Figure 1.7. Impact of external developments

organization itself can supply this services but this can also be sourced
elsewhere. In both cases the functional and performance requirements
to the service have to be clear.

External influences

Changes in IT management are actuated by a number of factors. In
Figure 1.7 the four major motives for change are indicated.
The motives for changing are:

(a) the administrative developments in and around an organization.
Mergers or sales of company divisions may result in having to cope
with the management of other objects or less objects. This may lead to a
change in the way IT is control-led in the organization. One may decide
to concentrate computing centres and control more centrally, one may
subdivide these and concentrate front-offices etc. One may also decide
to outsource tasks.
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Example

Because of the merging of different police organizations in the Nether-
lands into one single region in 1994, many regions disposed of different
applications for supporting the normal police tasks. This complicated the gen-
erating of management information at regional level. It led to extra costs for
training people for the IT organization. A development was started for achieving
standardization of applications to be used, at first at regional, later at national
level.

(b) developments in technology. The introduction of new possibilities in
the area of infrastructures and applications often leads to the need for
managing new applications and/or multi vendor IT architectures. At the
moment these include the rise of Radio Frequency Identification (RFID)
and the exploitation of the possibilities of new mobile technologies like
GPRS (General Packet Radio Service) and UMTS (Universal Mobile
Telecommunications System).

Example

In the nineties many organizations proceeded to implement the CRM
application of manufacturer Siebel. This application in those years assumed a
client server architecture. Because of the arrival of internet technology, the cur-
rent release of the same application is based on calling for functionality in the
workplace by means of a browser. Implementation of the new release provides
possibilities for a more centrally and concentrated management of the applica-
tion. This leads to reflection on the IT organization.

(c) the social developments. Legislations fix demands. With digital data
processsing being available everywhere these demands change. The
customers demand change. The government also asks different things.
Organizations are for example told to make sure products can be
identified or, within the framework of a better financial account, to have
their own processes in order. That way, new legislation leads to new
versions of applications.
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Social developments are at this rate of significant influence on the ser-
vices of organizations. The rise of the 24-hour economy for example
leads to a different way of looking at the availability of IT facilities.
Banks having internet services is considered normal. Internet services
furthermore must be open 24 hours a day. Operation of these services
leads to checking 24 hours a day whether the infrastructure and the
application are functioning.

Example

Charles Schwab, an advisor for asset formation in the USA, started in
1996 as well as a possibility for seeking asset advice through a network of offices,
also a separate sales channel for providing advice on the internet. Until 2001
customers got different services if they worked through the internet. In order
to get the same services as an office customer, people had to pay extra. This
organizational layout was chosen, in order to prevent the cheaper way of working
on the internet from cannibalising the sales through the network of offices.

At the start of 2001 this set-up led to many customer complaints and it
is decided to offer internet and office customers the same services and rates. The
decision to offer full Internet trading at a low price leads to heavy demands on
the IT facilities. Charles Schwab finds his computers have to deal with around
4000 transactions per second. His large IBM mainframes appear to be close to
overload and Charles Schwab is forced to spend 20% of his annual turnover on
IT development, maintenance and exploitation.

The trade on the Internet also appears to have more highs than the nor-
mal online trade and therefore more sensitive to failure and possibly insufficient
capacity. One should build in more security provisions as well as dedicating
more capacity to transport, processing and archive capacity than was calcu-
lated for the old models. Instead of having a capacity of three times the average
daily trading volume, one should aim for a capacity of a size of three times the
average trading volume per hour.

Furthermore, an availability of 99.2% of IT facilities is insufficient. The
effects of down time are greater and bad publicity in the press and the media takes
care of the rest. Charles Schwab is forced to lower the performance requirements
to non-planned and non-availability of his services from 0.8% diminishing to
hardly 0.02%. This process took two years (Applegate et al., 2003).
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(d) the pressure for going along with the developments in the sector,
in which one operates. If the primary process of an organization is
processing information and the product is information, innovations in
IT will often enable other services.

Example

Looking at a number of techniques that appeared over the last five years,
one might ascertain the technologies that became available over the last five
years, encouraged many organizations to set up e-commerce services and a front-
office supported by a call centre. The Land register has opened the possibility for
both the professional as well as the private customer to obtain online information
until 10.00 at night. It won’t be long before this government window will be open
24 hours a day.

The dynamics in the field of IT management are in the network econ-
omy larger than in the industrial economy. In the industrial economy progress
in production and transport technology is the basis for being able to compete
in a market. In the network economy one applies the possibilities, that digital
technology offers an organization.

The evolution in IT management

In about thirty years the field IT management developed. At the start
of the eighties Van Schaick (1985) described the outlines of the field and dis-
tinguished between operational, tactical and strategic tasks on the supply-side.
Working for IBM, he aimed at structurally designing the computing centre or-
ganization. Looijen (2000) indicated in 1988, that the tasks to be performed for
IT management were different in nature (Figure 1.8). There are not just tasks on
the side of the supplier but also on the side of the demand. He introduced the
triple model that distinguishes functional management, application management
and technical management. In this book technical management is referred to as
exploitation. In practice organizations namely speak of the exploitation of IT
facilities. The triple model because of its simplicity makes organizations aware
how responsibilities for the various tasks are determined.
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Figure 1.8. From art to professional service

The interpretation of the triple model was then done mainly by busi-
nesses. These applied methods like ITIL and recorded their daily practice using
methods like ASL and BiSL. This meant the entry of process approach in the
field of IT management. Goals of processes are formulated, the process is set up,
control information is determined and agreements about the process are recorded
in service agreements. From now on, one speaks of IT services and professional
supply of IT facilities. In this industry that supplies IT services, businesslike
considerations will catch on increasingly. The network economy, where every
object is available everywhere and at any time, will also have its impact on this
field. In worldwide operating organizations that have been set up process like,
businesslike answers will be given to demands for the optimal location of a

process and the optimum size of IT organizations.

DEFINITION OF THE BASIC CONCEPTS AS
USED IN THIS BOOK

Now that we have charted the subject I'T management, we can define the

basis concepts of the subject in more detail. These basic concepts are:



The basis of the field 21

—Organization (Bosman 1996): a system of production factors, including
people and procedures, that collectively pursues the achieving of one or
more goals.

—Data: a formalized representation of ‘something.’

—Information: data that enhances the knowledge of the recipient of this data
(Shannon, 1948).

—Information management: making sure organizations have the data avail-
able they need to be able to execute processes. This data has to be present
conform requirements stated in advance. These requirements are called
functional and performance requirements.

—Infrastructure: the unit of technical and informatics facilities required for
supplying the demanded information maintenance.

—Applications: (in the restricted or ‘management’ sense because in a broader
sense this could also include parts of the infrastructure, see Looijen (2000))
the programmes and procedures operating within an infrastructure.

—Decide or conclude: indicating what tasks have to be carried out and in
what manner, starting from a given responsibility, current insights and
experiences from the past.

—Control: indicate in what manner a task has to be carried out and checking
up on this. This realizes the Deming cycle: plan, do, act and check.

QUESTIONS

1. What is IT management about? What tasks have to be carried out and
what types of objects are involved in this? How do we demarcate the field?
Why?

2. What are the objects of the technical infrastructure? What are those of the
informatics infrastructure? And what are those of the organization? Illustrate
your answer with three examples.

3. Why is the transition to the network economy crucial when we speak of the
field IT management? Why are the demands made by the network economy
different from the ones the industrial economy makes? From what is this
evident for example? Illustrate your answer with three examples.

4. What are the drivers for organizations to change from an organization that
operates as usual in the industrial economy, to an organization operating
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using the possibilities of the network economy? What is the impact on the
subject I'T management?

Why do general and business management have to control the efforts of
an organization in the field of IT? What happens if one does not do this?
llustrate your answer with three examples.

What are the pretexts for control by the management? And how is this
translated into the triple model of management?

. Inthe field IT management the emphasis changed over the years. What were

the emphases of the eighties and nineties? What are the accents these days?
And what does this extension and increase mean to the IT organization?
[llustrate your answer with four examples.

What perspectives exist in the field IT management? Illustrate every per-
spective with an example.

What external influences change the field of IT management and why?
Illustrate your answer with three examples.

How did that IT organization change into a professional organization, that
can be judged on the price/performance relation of its services?



What do IT services include?

Functional and performance requirements at
different levels

Functional requirements from various
perspectives

Performance requirements, such as ISO 9126

An IT architecture along the lines of the
standard IEE1471

Realizing the IT architecture

Testing the IT architecture

Chapter 2

Supplying IT products and services
within an architecture

Functional and performance requirements can be made at different levels in
an organization. Functional requirements are often made because we cannot
process large quantities manually if we want to achieve certain elapsed times
or because we are never able to get information that quickly. This is one of
the reasons why we invest in IT support. This requires choosing infrastructures
and applications. That is how we came to work with personal productivity
tools. That is how our business processes happen to be supported by SAP these
days and also how we got an internet channel. We demand our IT to be adapt-
able, we need it 24 hours a day/7 days a week and the costs have to be calculable.

There were gaps between our expectations as a customer, the picture the
supplier had of the agreements and the way in which he and his employees
outlined the entered agreements. The latter thought: ‘Oh well, these service
agreements, they are all the same and there is no reason for us to divert from
our normal services.” The supplier’s management never checked up on the
compliance and we seldom looked at the monthly reports. All that was changed,
as soon as our sales and purchases became truly dependent on e-business. We
had to be really available 24 hours a day/7 days a week, we checked the reports

23
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and arranged regular contact with the supplier. Within a year, we filled in all the
gaps.

Control, processes in order and architecture: according to Gartner those are the
ingredients when optimally supplying IT services. That prevents an organization
from wanting to do e-business and discovering the ERP application does not
really allow this and one has to apply a separate e-business application with an
interface to the ERP system. An architecture indicates how to get from the old
situation, via a transitional stage to the new situation.

Contents of this chapter

In this chapter we specify that in order to be able to comply quickly with
changes in functional and performance requirements with regard to I'T support,
organizations have to have an architecture for their IT facilities. This architecture
consists of agreements with regard to IT objects and the recipes used for applying
IT. These recipes may concern application of methods, they can be models for
plans, they may be instructions for administrative organization etc. By having
an architecture it becomes possible to react quickly to new demands. One fits
in with choices that have been already made or notices immediately where new
choices are needed.

The chapter starts with a service lemniscate. This lemniscate indicates
that the customer and his supplier first determine the need for IT services and set
up agreements about this. Thereupon, the supplier realizes these agreements. The
first process is called service level management. The second service process man-
agement. The IT services to be delivered consist of the service and/or the product,
‘the service pit’; the accompanying services are called the ‘service shell.” The lat-
ter may include for example the service desk staff. Both product and service have
to comply with functional and performance requirements, in order to reduce the
gaps between what the customer expects and what he gets, to an absolute mini-
mum. Functional requirements are about ‘the what.” Performance requirements
are about ‘how well’ and are always expressed in quantities. In general one can
find clues for the performance requirements in the ISO standard 9126.

The demands on IT services can be recorded at various levels. This may
be at the same level as all IT facilities of an organization, it may also be at the
same level as a part of an organization, it may also concern an individually sup-
ported process. In all cases, it is convenient if the demand organization controls
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the supply organization and has a clear view of the recipes it uses. This supply
organization becomes really transparent if it can indicate within which archi-
tecture it supplies the required services. The second part of this chapter deals
with this architecture in IT management. What is this architecture, how can it be
realized and how is the architecture concept tested.

WHAT REQUIREMENTS DO IT-SERVICES AND
PRODUCTS HAVE TO MEET?

Requirements concerning IT products, services
and processes

Looking from the point of view of the demand organization we see the
supply organization supplying IT services and products. These may be supplied
by an internal supply organization but also by one or more external providers.
Together with the supply organization the demand organization determines what
IT services and products are to be supplied. This process is called service level
management. After determination, the services are supplied. This process is
known as service process management. Agreements with the demand organiza-
tion concern the product or IT service to be supplied and the services that support
the product and/or the IT service (see Figure 2.1).

The first, ‘the service pit’, is the product or the IT service. This is the
facility that supports the business process of the organization. This may be an
e-business service for enabling customers to order on line, it could be the sup-
port of the financial administration with an ERP-package, it could be the sup-
plying of monthly pay-slips. This IT product has a functionality and complies
with a number of performance requirements, such as ‘the ERP application is
99.99% available during the planned hours, the application can support at least
50 workstations with an average response of less than 1 second measured at the
workstation in 99% of all cases, and so on.” ‘Service shell’ is the term used for
services that support the IT product or the IT service. This may be a 24-hour
service desk, it can be the agreement to solve incidents within 24 hours, it could
be the guarantee for a certain degree of data assurance etc.

Ruijs et al. (2003) once gave an example of this, looking through the
eyes of a demand organization at functional and performance requirements for
an email service. Figure 2.2 shows the application of the service pit and shell
concept for this service.
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Figure 2.1. Service lemniscate: service pit and service shell

Functional requirements

Functional requirements to IT facilities are supplied at chain level, or-
ganization level, department level or otherwise. These concern what a service or
product should do. Functional requirements can be made from different angles.
These angles may be:

—the user: his requirements are made on the basis of the service and/or the
products needed to support his operating process;

—the chain coordinator, the general management of an organization or the
business management of a department determines the value of an IT prod-
uct or service for his organization or part of his organization. Based on
this the investments and the budgets for the product and/or the service are
freed;
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Figure 2.2. An application of the service pit/service shell concept (Ruys et al., 2003)

—the ICT service manager: the product and/or the service must be usable
day in, day out and adaptable to changing circumstances. For this purpose
functionality has to be built in, so information needed for enabling con-
trol of the ICT service, ICT product and ICT service processes is gene-
rated.

—the one who realizes the product or the service. He wants insight in the
construction of the service and the importance of the various functions to
those, that decide on the functions being in place or not. This information
influences his consideration when setting priorities at delivery and the
inclusion of possibilities for degradation of certain functions.

Performance requirements

Performance requirements indicate what qualities a delivered product or
service should have. Performance requirements are always expressed in numbers.
One may speak of the quality of a unit of IT facilities or also of a single IT facility.
Boeters et al. (1997) indicated that the ISO 9126 standard supplemented with
the findings of the Quint 2-report, offers a starting point for formulating these
requirements. Boeters et al. distinguishes between requirements with regard to
(see Figure 2.3):
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Figure 2.3. Performance requirements to IT facilities (Boeters, 1997)

—effectiveness of a product or service. Below they indicate for instance that
a product has to fit in with the whole of IT facilities, that is, can be linked
to existing facilities etc.;

—reliability of a product or service. This includes properties like the oper-
ational safety of the facility, the fault tolerance, the degradability and the
availability;

—practicability: this means, amongst other things, the product is easy to
operate, the training for use can be accomplished quickly and efficiently
and there is a clear equipment level;

—efficiency: the time needed for processing and the amount of means that
are used;

—maintainability: this includes the swiftness with which one is able to trace
faults in the IT facilities; the testability of the facility and it’s reusability;

—portability: this is about, amongst other things, the installability of the
facility in other infrastructures, the replaceability in the current facility
and the way the facility fits in with the architecture of the IT facilities as
a whole.

These performance requirements for IT facilities fit in with the demands
generally made to services. Slack (2004) states that performance requirements
with regard to services include aspects of quality, flexibility, delivery rate, deliv-
ery assurance and costs. IT performance requirements conforming to ISO 9126
are no different from the demands as made generally to products and services in
an organization. These general requirements are shown in Figure 2.4.
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Figure 2.4. Performance requirements as given by the general theory of operations manage-
ment in the service industry (Slack, 2004)

In IT management performance requirements are strongly determined
by the number of platforms in volume and diversity that have to be managed and
the matching services, such as a 24 hours a day/7 days a week staffed service,
increased requirements with regard to availability, security and recovery time
and the method for introducing improvements.

Gaps in the services

By specifying functional and performance requirements to IT products,
IT services and the services supplied with these, the demand organization tries to
indicate the desired services. This way, they try to prevent differences in expected
and supplied performances. These differences or gaps may result from Ruijs et al.,
2000 (Figure 2.5):

1. the fact the customer has different expectations from a product and/or
service than the supplier;

2. the fact the sold service and/or the product is a different one than the
service that was developed and implemented;
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Figure 2.5. Possible gaps when delivering products and services

3. the fact employees of the organization do not utilize the product and/or
service as it was designed and implemented;

4. the fact that reports on the products and/or services deviate from the
reality;

5. the factthe customer’s expectations with regard to the product and/or ser-
vice are different from his experiences with the product and/or service.

WHY OPERATE UNDER AN ARCHITECTURE?

The IT supply organization(s) deliver the services. They have to makes
sure there are no gaps. They have to ensure their products and services comply
with the demanded functional and performance requirements. Mingay (2003)
states that, in order to be able to controllably comply with the requirements,
a process-oriented set-up of the IT organization and within this organization
keeping to an agreed architecture for IT facilities is a requirement.
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In this IT organization front and back-office processes are designed. The
front-office processes are in direct contact with the customers. The back office
processes operate more in a ex ante planned way. With such a set-up one can
quickly and transparently deliver high quality services that are adjustable within
margins and of which the certainty of supply is high.

WHAT IS AN ARCHITECTURE FOR IT FACILITIES?

An architecture can be described as, amongst other things, a description
of the current organization. One may also see this as a blueprint of the desired
organization. A third opinion is that architecture is about the guidelines for
realizing new developments. Rosser (1999) calls this respectively the today-
architecture, the tomorrow-architecture and the next-minute-architecture.

Architecture

In this book the notion architecture is defined as a combination of the
three above definitions of architecture. The resulting definition complies with
the recommendation IEEE standard 1471. In this book an IT architecture is:

(a) aframework for providing IT, in which the available IT objects and the
matching services fit, while at the same time the IT architecture

(b) indicates along which lines, extensions or adjustments are realized and
which parties decide and which parties are involved in its definition.

Within this definition one can come to agreements on the objects of
the organization. The recipes for realizing and utilizing these objects within IT
demand and the IT supply organization as a whole is also part of this. This
deals with the lines of policy, the models, the instructions, the plans and the best
practices (see Figure 2.6). The point of departure for the definition of architecture
is that every organization has its own architecture of IT facilities; that this is the
basis for control and that coming from this situation one arrives at systematic
changes.
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Figure 2.6. An architecture for IT facilities
The convenience of an architecture

When the architecture of IT facilities has been agreed, the organization
has a language at its disposal in which demand and supply organization may
communicate. Having an architecture brings order and coherence in the IT prod-
ucts and services, which enables an organization to determine quickly if and how
new products and services are realized. An architecture supplies overview, if one
wants to integrate applications and infrastructures or wishes to link these with
interfaces. Finally, an architecture provides guidelines for achieving an efficient
and effective implementation of new facilities.

Architecture for IT facilities

An architecture consists of recipes and objects. In the recipes for devel-
oping, maintaining and utilizing IT facilities we distinguish between:

—policy starting points: organization wide agreements that are used when
purchasing goods and services, personnel management, financing objects,
outsourcing of tasks, internal planning and budgeting etc.;

—models: blueprints of operating procedures the be used when setting up
new processes or applications, infrastructure or organization parts;
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—regulations: concrete elaborations of principles or models in procedures
or methods in which tasks are carried out;

—plans: long-range plans or project plans for the execution of management
tasks;

—best practices: elaborations of management tasks, application architectures
etc from the past, that may be eligible for reuse.

As far as objects are concerned, we distinguish between:

—the services or products to be provided: this may be the support of a work-
station with internet access, it may also be a workstation with access to an
application that supports operational processes, it could be a combination
of IT services. It always concerns the support of a business process by IT
in one form or another. The services or products demand usually an input
of objects of infrastructures, as well as of applications, as well as of the
organization;

—the infrastructures: these include the objects of the technical and the in-
formatics infrastructures;

—the applications: these include business processes supporting applications,
personal productivity tools and applications like intranet that boost com-
munications etc.;

—the organization of the management: this describes the processes that have
to be executed enabling delivery of the products and services, and the
organization of the services.

In the architecture objects are fitted using recipes. The architecture is
usually recorded in the internal procedures of IT organizations, in manuals and
in the I'T organization’s plans.

Architecture must grow proportionately

The experience shows that changes in the strategy of organizations
quickly evoke changes in the information function and this may lead to changes
in the set-up of IT. The enneahedron model illustrates this: a different organi-
zation policy leads to adjustment of the set-up of the information function and
often also to a different set-up of IT facilities. This enneahadron model finds a
general connection between the policy (‘setting’), the ‘set-up’ and the execution
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Figure 2.7. The enneahadron model for information management (Truyens et al., 2003)

of tasks (‘perform’) in the field of the organization, its information function and
its support by IT (see Figure 2.7, Truijens et al. (2003)).

Example

Kwik Fit ascertains that having all possible types of tyres in the shop is
costing a lot of money. It decides therefore to limit the stocks to the 20% popular
tyres and stocking the other tyres regionally. This change in organization policy
leads to adjustment of the information function and a possibility for checking
and entering the regional stocks up on the computer monitor. The IT set-up also
changes as a result of this.

Flexible and quickly adjustable IT facilities are based on an architec-
ture. A basic architecture is often incorporated organization wide. Autonomous
units in the organization this way obtain the same level of possibilities. The or-
ganization in its entirety can realize transparent purchases. It can also step by
step work more broadly and adjust its sales channels quickly. This demands a
settled IT organization; where IT facilities are controllable and controlled and
that has agreed on the methods of realization and delivery. One can’t have to
invent everything anew all the time.

Realizing an IT architecture

Mintzberg (1991) states that, broadly speaking there are three ways of
coming to a strategy. The same counts for coming to an architecture. Mintzberg
distinguishes a top down approach, an approach, whereby the vision of one or
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more people is guiding; and a bottom-up approach. Van der Aart (2001) evalu-
ates the top-down and the bottom-up implementation of an IT architecture. He
establishes that the top down achievement of an architecture demands thorough
support of the management of an organization. This management must under-
stand which role IT plays and must realize that having an IT architecture speeds
up implementation of projects and innovations. The challenge of the top down
approach of an IT architecture consists of incorporating an architecture that is
implemented organization wide, something that often needs a lot of time in a
more bottom-up approach. The maximum achievable is then often no more than
collecting the best practices and leaving its management with a central con-
tact. The implementation of the architecture and its use often gets stuck in this
approach at one or more departmental levels.

From today towards tomorrow

Gartner (2003) states that one can look at IT organizations in three
different ways. One may look upon it as a cost centre, as a service centre and as a
business partner. Every form has its own characteristics. These have been shown
in Figure 2.8. In the first form one knows structure in the IT and processes are
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Figure 2.8. Various ways: an IT organization as a cost, a service or a profit centre
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set up and supported by tools. The IT strategy is geared to the business strategy.
The next form is the IT organization that operates as a service centre. This form
has all its processes aligned and its goals clearly marked out and controls on
these. This organization is run like a company. There is a purchasing strategy, an
investment strategy, there are resources and human resource management and
every project and task has its financial justification. Cost structures are clear at
this type of service provider. The third type is partner in business. This involves
a true control from within the demand. The demand organization and supply
organization both operate from a clear IT architecture.

Assessing the level of architectural thinking

Both the Gartner organization as well as Nolan Norton, both trend watch-
ers in the field of I'T management, present models that show how the architectural
thinking in an organization at a given moment got its shape. Gartner (2003 ) states
that the IT organization can operate on five levels and every level has its own
typology. In a more reactively set-up organization one strives for reliable ser-
vices. In an organization that wants to provide reproducible services, one strives
for providing a consistent performance and sets up processes. In a more pro-
actively operating IT organization one records agreements and controls on the
meeting of these commitments. If demand and supply are clearly defined, portfo-
lio analyses will take place. Then agreements and compliance with architectures
come within view. Portfolio management can only then take place for real, when
one is considered a partner of the business.

The Nolan Norton group (2000) presents an instrument for assessing the
level of architectural thinking in an organization. Their model (see Figure 2.9)
distinguishes the following levels of architectural thinking:

1. Level I: at this level individuals in an organization develop initiatives
for achieving an architecture. There is only a global idea of what this
might be. The results of the work could be seen as a first attempt.

2. Level 2: the management has appointed several employees for achieving
an architecture in a certain part of the organization. There is still ongoing
discussion about the set model. Per part of the organization a process
has been globally started and architects have been appointed.
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Figure 2.9. Architectural thinking on different levels (Nolan Norton, 2000)

3. Level 3: the management controls at this stage, the process for arriving
at an architecture. An architect is responsible for the process. The prod-
ucts have been described uniformly. There are recipes and standards for
objectives applicable to the entire organization.

4. Level 4: the management now controls an architecture that directly con-
nects with the operational processes and is attuned to these. The architect
is held responsible for the results of the process for achieving an archi-
tecture. This process is centrally coordinated.

5. Level 5: there is control on continuous improvement and innovation
of the IT architecture. The architect takes care of innovation and im-
provement. This leads to continuous, step-by-step adjustment of the
architecture.

And now testing!

If an organization has an architecture at its disposal it is a good idea to
test this for its comprehensiveness. A suitable framework is The Open Group
Architure Framework (www.opengroup.org, TOGAF).

This framework was made by the Open Group. The Open Group is a
private organization of purchasers and sellers that operates on standards in the
area of IT. The TOGAF-framework is an instrument that may be used for testing
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Figure 2.10. The Open Group Architecture Framework (TOGAF, 2001)

an IT architecture for an organization. TOGAF consist of a reference model
and a method for achieving an architecture for an organization. The framework
has a list of building blocks. These building blocks are shown in Figure 2.10.
Basically, there are three main building blocks: applications, software that may be
considered infrastructure, and the hardware and connections of the infrastructure
with closely related software. The infrastructure software is the heart of the
TOGAF-architecture. It includes parts as software

—for network and operating system services and for transaction processing;
—for data(base)management and data-exchange;

—for location and directory services;

—for building and maintaining applications;

—for security services;

—for users interfaces and for international operating;

The TOGAF-framework can be used for checking whether one has in-
cluded all objects in the area of applications and infrastructure in one’s manage-
ment architecture. The TOGAF-framework can’t be used for evaluating the IT
architecture in its full width. For this, it lacks the objects and the entire manage-
ment recipes-side.
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QUESTIONS

10.

11.

. What does the IT service lemniscate do? What is the service pit? What is

the service shell? Give two examples.

. What are functional and what are performance requirements? What angles

do we know on the functions of a product or a service? Why is it important
to recognize these? Illustrate your answer with an example.

. How can one check the performance requirements of a product or a service

systematically? Explain your answer by giving an example.

. What is the link between the general performance requirements on products

and services from the domains logistics and operations management and the
performance requirements on I'T products and services as follows from ISO
9126 supplemented with Quint-2?

. What do you want to achieve with these functional and performance re-

quirements with regard to IT facilities? Explain your answer by giving an
example.

Gartner states that in order to control IT one has to have designed one’s
organization and should have an IT-architecture at one’s disposal. What
is the definition of the IT architecture? And why is it useful to have this
architecture? Explain your answer by giving and example.

. Explain what is meant by IT architecture and how this is translated into the

daily working methods of organizations. How does such architecture grow
along with the IT requirements of an organization and why is this necessary?
Explain your answer by giving an example.

. How does one realize IT architecture? Explain your answer by giving an

example.

Gartner recognizes three types of IT organizations. What should one have
in order, being a true business partner and what characterizes organizations
that are true business partners?

How is the position of an organization with regard to having an IT architec-
ture determined? What is the position of an IT architect, if the organization
respectively operates on level 1, level 2, level 3, level 4 or level 5?

What is useful about testing one’s own IT architecture against the TOGAF
framework? What is impossible to test in TOGAF?
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Chapter 3

Task focussed and simultaneous process-focussed
supply of facilities

Recognizing supply and demand-side results in the supply focusing on the
demand and therefore a more customer-oriented operation. Customers demand
transparency. This requires a logical chain of activities that are carried out to
fulfil the demand. This means the rise of process-focussed operating. This is how
attention to workflow control comes about and is the start of the application of
general logistics models for providing IT services.

The opportunity to measure and compare presents itself at setting up processes.
Every process has its purpose, its set-up, its control and the information needed
for those. We know that voluminous processes at the same time are often hardly
diverse. With this type of process the IT input is of great importance. The Daimler
Chrysler service desk also realizes that. The simple processes at the desk are first
standardized and than computerized. If one wants to keep people employed, there
is an option to develop into a service desk, with processes aimed at providing
customers with handholding using tools for generating management information.

43
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Calculations with key performance indicators for the average time needed for
answering a question provide insight into the capacity we need in our front-
offices. The necessary queuing theory will fit on a spreadsheet. The calculation
shows how the handling time of a service organization depends on the number
of staff. This can be a revelation for the customer. Knowing this he might be only
too glad to pay for extra employees. His waiting period can be strongly reduced.

Grouping processes in degrees of customer contact made Atos Origin think. The
front-office includes labour intensive work at the service desk and in account
management. The back-office is a more capital-intensive task with regard to
operating. Atos knows two types of labour intensive work: work that, at all
times, has to be done close to the customer and work that could, if necessary, be
done elsewhere. Back-office tasks can be situated anywhere in the world using
these modern networks. Process-focussed thinking thus provides handles for
finding ways to achieve more efficient services.

Contents of this chapter

This chapter goes into the organizing of IT tasks. A distinction is made
between a task-focussed way of organizing and a more process-focussed one.
Every way of organizing the advantages and disadvantages is explained. Intro-
duction of the more process-focussed approach happens planned. The logistics
theory gives indications for this. This is applied at the designing of processes for
exploiting, developing and maintaining IT facilities.

In a process-focussed operating IT organization one can subsequently
check and improve the efficiency of the various processes. The theory of con-
straints has its own interpretation in IT service processes. Control of set-up
processes has both qualitative as well as quantitative aspects. Qualitatively one
uses the conditions for effective control. This leads to observations about certain
conditions being in place or not. Quantitative control provides clues on measures
to be taken. The queuing theory could for example assist at providing insight
into capacity problems and subsequently solving these.

ORGANIZING WORK
Task or function-focussed approach

For exploiting, developing and maintaining IT facilities, tasks at strate-
gic, tactical and operational level need to be carried out. These tasks work with
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Figure 3.1. Task-focussed organization (Ruijs, 2003)

objects. Employees of the organization are authorized to perform a task and may
be responsible for the performance of the task.

An example of task-focussed looking at IT organizations is the triple
management model. This model makes a distinction between tasks of functional
management, application management and exploitation. Another example of this
angle is given by Looijen (2002) when distinguishing according to task areas, task
fields and tasks in the domain of IT management. He distinguishes for instance as
task areas, the task area management, the task area technical service, the task area
general company support etc. Within every task area, task fields are distinguished.
In the task area management one makes distinction between strategic, tactical
and operational management. Per task area certain tasks are known.

The task-focussed approach is shown in Figure 3.1. In this figure we see
the advantages and disadvantages of this approach. At approaching an organiza-
tion task-focussed, one mainly establishes responsibilities and roles. Achieving
coherence in a chain of tasks is then more difficult.

A more process-focussed approach of the organizing of IT efforts
(Figure 3.2) may change this. At this approach the emphasis is on connecting
activities that logically succeed each other. Processes change into tasks and con-
nect activities that may be executed in different locations. By operating more

Strategic | [ Strategic processes ‘

Tactical l Tactical processes ‘

Operational | [ ()peral-iunal processes ‘
departmentl -dcpurtmcmZ _dcpumncmB

Figure 3.2. Process-focussed organization (Ruijs, 2003)
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Figure 3.3. Organization of IT facilities, two examples

process-focussed, one can recognize structure in the execution of activities; the
performance of a task becomes transparent and therefore can be monitored.
Workflow control is introduced and at a tactical level capacity control. Processes
are compared to the same processes elsewhere and one arrives at standardization.
The execution of processes can be planned and throughput of processes can be
calculated. This way, theories and ideas can be imported from the disciplines
logistics and operations management. As disadvantage of the more process-
focussed approach for setting up an organization, the fact is mentioned that it is
not always clear who performs what part of the process and who may be held
responsible.

Figure 3.3 shows the application of the task-focussed angle and the
process-focussed angle on the organization of the IT facilities. The recognized
processes are the processes in conformity with the ITIL method, which is dis-
cussed in Chapter 6. One sees a task-focussed approach creating a concentration
of knowledge in one department alone. This can be very efficient. From a cus-
tomer’s point of view, the more process-focussed approach leads to the possibility
to come to understandings with an organization across the separate tasks. This
approach, leaves less space for individual departments for establishing their own
priorities. The process is in sight, leading towards the desired solution for a cus-
tomer. The organization, this way establishes priorities that take their departure
from the customer’s interests. Process-focussed organizations have more struc-
tured operations. This may lead to 20 or 30% profit with regard to effectiveness
and efficiency. Every employee has namely a view of the broader picture, which
leads to fewer mistakes and less costs for modifications. It also often means
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Figure 3.4. The end-to-end service organization (Alofs, 2002)

better service. Splitting up of the organization into processes is usually decided
in consultation with the management and through participation and simulation
introduced in the organization. People have to be trained and shown the ropes to
be part of a more process-oriented operating organization.

Example

The end-to-end service organization (Alofs, 2002) is an application of the
process focussed way of organzing. Alofs indicates that from the customer’s point
of view it should be a matter of ‘one stop shopping.” He therefore constructs an IT
organization with a front and a back-office. The front-office is demand controlled.
The back-office systematically handles four tasks: two primary and two support-
ing ones. The primary tasks are supplying and implementing IT services. The
supporting ones are controlling the organization and purchasing IT facilities. He
calls this the end-to-end organization. In Figure 3.4 this organization is indicated.

HOW TO INTRODUCE PROCESS-FOCUSSED
OPERATING?

Introduction of a process-focussed approach

The process-focussed approach has processes at various levels. One dis-
tinguishes operational, tactical and strategic processes. At the tactical level, for
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instance, service level determination and the controlling of the service perfor-
mance take place. At strategic level it is decided which products and services are
going to be supplied. The process-focussed approach also includes processes that
are strongly controlled by the demand, which are therefore more difficult to plan,
and processes that progress more planned. The demand-controlled processes are
to be found in the front-office. Here, individual customers are recognized and
questions are answered. The back-office-processes are mostly detached from the
processes in the front-office. In the back-office one operates more systematically
in order to realize the agreed products and services. One is doing this for all
customers or for a certain section. If one likes to talk of a customer uncoupling
point, this uncoupling point is situated between the processes in the front and
those in the back-office.

The processes are part of a chain. Let us go through such a chain. A
customer’s problem may for instance induce further investigation. This inves-
tigation may lead to a solution. This solution is implemented through change
management, whereby the introduction of the change may result in a change in
the configuration.

Design of processes

Davenport (1993) shows in a diagram what stages the design of processes
passes through. He starts with a perception on the set-up of the organization. Of
the processes that occur in there, the characteristics are established. This results
in performance goals for every process. These performance goals indicate what
should at least go well when executing a process. Finally, one establishes what
the risks are when realizing the design, so these can be taken into account. In
Figure 3.5 this way of designing is indicated. When setting up an IT organization
such a design cycle is gone through. In this cycle one can go by the best practices
in the field of setting up processes in IT organizations and look at comparable
organizations.

Some processes in an IT organization are different because these have
a lot of volume and at the same time little diversity. At designing this type of
processes, attention is paid to:

—the process design;
—standardization of the product and the supply process;
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Figure 3.5. How to design processes?

—the work locations. When there is a lot of volume and little diversity, this
often means work is carried out in one geographical location;

—the way in which the processes are supported. When combining high
volume and little diversity, dedicated IT support can be very efficient;

—the mode of operation of the employee. When combining high volume and
little diversity, the employee is often employed strongly system-focussed.

That changes as soon as there is a lot of diversity in provided services
and a much smaller demand. In such a process one focuses on designing the
service itself, hardly any attention is paid to standardization, one is often close
to the customer or at the customers’ premises and does not supply the service
continuously. There is often no special I'T application for supporting the service
and people operate very task-focussed.

These points of particular interest teach us that a large service desk
benefits from totally computerizing simple demands. A top ten on the internet
and automatic downloads of solutions result in a significant reduction of work
pressure at the processes in such a service desk.

Apart from points of interest related to the design, there are also points
of interest concerning the control of processes. The controls used and the way of
measuring differ between a process that is typified by a lot of volume and little
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diversity in products, and a process with a lot of diversity in products that are at
the same time supplied in small numbers. In the first case it is a matter of:

—the necessity of a quick response to a customer;

—being able to keep going and (having to) planning of the capacity;

—the fact, that the critical success factor concentrates on handling the vol-
ume, and collects data about this in order to ensure that if high volumes
are needed

—the response time does not increase;

—the concern, the service is limited and vulnerable to incidents.

The second situation is the reverse of the first. There is no need for a
quick response, one controls on a more detailed level and is more vulnerable in
one’s services. From the above, it follows that service desks that are typified by
a lot of demand and little diversity mainly use measures as rate of response, the
frequency with which the customer has to call back, etc.

Processes in an IT organization

There are various methods in place matching processes with the triple
management model. We know for instance a method that indicates the processes
on the demand-side (see Chapter 4, functional management) and methods that
do the same for the processes on the supply-side for application management
and exploitation (Chapter 5/6). Furthermore there are methods that indicate pro-
cesses in the field of purchasing of IT facilities. The methods for purchasing are
discussed in Chapter 13.

On two levels performance requirements are made to the processes that
are set up. This is on process level and at the level of a chain of processes. These
requirements are with regard to:

—the quality of a process or the measure in which an organization complies
with the specifications given for the output of the process or for the process
itself. Being able to comply with the specifications demands clear norms
and the employee’s familiarity with these;

—the speed of a process or the elapsed time between question and answer
per process and also the delivery time of the product;

—the reliability of delivery. Is the supplier able to deliver the demanded
service in the required time and within the required timeframe? For a
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service desk in India the latter for instance would be opening hours during
Dutch office hours;

—the flexibility with which the supplier can handle changes in volume and
diversity. It is possible that there is a sudden increase in demand;

—the costs of a process or a service. In this field IT organizations always
dealt with processes and product, that are more capital-intensive and pro-
cesses and products that are more labour-intensive. A service desk may
be labour-intensive; keeping infrastructures in production is often very
capital-intensive.

Assessing processes

A process-focussed organization can be analyzed using these perfor-
mance requirements (Wijngaard (2003)). It is examined what the processes
should achieve and how these processes perform if measured for these perfor-
mance requirements. When checking processes one should have the descriptions
of the process at one’s disposal. Apart from this, an analysis of the functioning of
the processes measured on the demanded performance requirements is a must.
Furthermore, one has to know in which manner the performance of the process
is accomplished. When carrying out such an analysis one will often find that one
doesn’t have norms at one disposal when the quality is too poor and therefore
will never be able to improve. The fact that a slow service often results in stacks
of work that is waiting means one has to find a reason for this. A low reliability
could be caused by the way in which an organization takes on orders and com-
mits to delivery times. The same reasons also play a part when ascertaining a
lack of capacity or a costs problem.

Theory of constraints

Goldrath (1993, see Slack (2004)) poses the fact that in a chain of pro-
cesses one first has to identify the process that causes problems. This process
is often easily recognizable. There is usually a large amount of work waiting,
people work under a lot of pressure and more often than not information about
the bottleneck is lacking. The theory of constraints consists of checking how this
problem can be solved. Hereby one does not take into account possible problems,
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that can arise with the other processes. When the solution is implemented, one
starts with the next process, where now problems arise.

CONTROLLING PROCESSES
Qualitative aspects of controlling

The recognizing of processes in setting up the IT organization leads to
queries about its control. In order to be able to control processes effectively, one
must know how the process and its environment are put together; one should
know what one wants (norms); should have sufficient control possibilities and
should process the information for being able to control the process. In Figure 3.6
this is shown.

From this figure it becomes clear that it is not only possible to control the
process itself but one can also influence its environment. In an IT organization
this may mean that one takes care of telling the environment in advance that
maintenance is taking place, even though one does control optimally. So the
customers don’t notice the effects of the maintenance.

In order to be able to control one might need various types of information.
The balanced score card (Kaplan c.s., 1996) indicates that when controlling
processes one might need financial information, process information, innovation
information and/or customer information. In Figure 3.7 the areas of attention with
regard to control information are shown. In Chapter 11 the use of the balanced
score card in controlling IT organizations is further discussed.

—‘ Environment/stakeholders }.—

5

‘ Process control ‘

> Execution process }—

Figure 3.6. Control paradigm
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Figure 3.7. Four areas where information might be needed for enabling optimal control
Quantitative aspects in controlling

Apart from qualitative aspects, controlling processes also has quanti-
tative aspects. An example of this is the planning of capacity at a process. By
recognizing processes it is possible to measure at the processes and dimension
these. An example of this is a service desk with many staff. In case the:

—incoming reports arrive statistically with a Poisson-distribution or law of
small numbers;

—the processing of these takes place at a transaction rate that statistically
also happens in conformity with the Poisson-distribution;

—the number of employees is equal to ‘m’ and an occupancy rate of b (this
is the number on average to be dealt with;

—reports per unit of time divided by the average incoming reports per unit
of time);

—and also the average transaction rate of a request is equal to ‘a’,

than the average waiting time for a customer is equal to:

Average waiting time = [(b 1 (/2 x (m + 1)) — 1))/m x (1 — b)] x a



54 MANAGE IT! ORGANIZING IT DEMAND AND IT SUPPLY

Example (M,M,m system):

*10 service calls per hour =» 1. = 10/hour
* handling a call takes 10 min  =»p = 12/hour
* occupancy (by =10/12=0,83

suppose m = 2 staff, so12 p/hour then:
A @*mt1) - 1))
Waiting time = m*(1-b) *10
=((0,83 (2,45-1))/(2*0,16) *10= 23 min.

With3 staff waiting time is 3 minutes and
with a staff of 4 people it is less than minute
(0,64), with a staff of 1 they are falling behind

Figure 3.8. Example of application queuing theory at a service desk

The length of time a customer spends in the system, is equal to the
waiting time plus ‘a’. In Figure 3.8 an example of the application of this formula
is given. From the given example it follows that an increase in the number of
employees from two to three shortens the average queuing time by a factor 10. It
will be clear that customers confronted with this approach in figures in a number
of cases might be prepared to pay the extra costs for a higher degree of service.

Consequences for the IT organization

The trend towards a more process-focussed organization of IT facilities
results in many I'T organizations, currently designed more task-focussed, include
process-focussed elements in their organization structure. They set up front and
back-offices and in those, design various tasks more process-oriented. That way
they are able to come to agreements with their customers about the service
performances and how to control achieving these.

Simultaneously with the realization of a more process-focussed set-up
one should clearly define tasks and responsibilities. The trend towards a more
hybrid organization of IT facilities, that is designed partly task and partly process-
focussed, is in that case set. Figure 3.9 shows both a more task-focussed design
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Figure 3.9. Often there is a hybrid organization: partly task-focussed, partly process-focussed
(concerning the processes, the supply-side with regard to exploitation is shown)

of a (part of the) IT organization, as well as a more process-focussed designed
one. The hybrid type is in between these.

QUESTIONS

1. What is a task-focussed set up of an organization? What is a more process-
focussed set-up? Which are the advantages and disadvantages of each type
of set-up?

2. Give an example of a task-focussed type of setting up of an organization.

3. What does an IT organization that is set-up more task-focussed look like?
What does it look like when it is set-up more process-focussed?

4. What is the ‘end-to-end’ service organization? When could one choose for
this type of organizing? Explain your answer.

5. How could one design, according to Davenport a more task-focussed oper-
ating organization? Which aspects have to be taken into account? How do
these aspects affect the set-up of the organization?
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Having a process set-up at one disposal immediately leads to the testing of
that process organization on five performance norms. Indicate what these
norms are and how the test is carried out. What does the theory of constraints
say with regard to this?

. The process organization can be controlled. What is the control paradigm?

And what do we learn from this when looking at the set-up of processes in
the IT organization?

. What are the relations between the theory of constraints and the conditions

for effective control? What do both angles on processes teach us?

. What is the position of the balanced score card, when speaking of goal-

process-control and the necessary information. Illustrate your answer with
an example.

What is the importance of the quantitative aspects of processes? Give an
example in the field of the capacity calculation for processing reports at a
service desk.



Why organize functional management?
Functional management in small and large
organizations
Tasks and objects
Elaboration tasks: BISL
—organizing information systems and the
information systems themselves
—control at tactical level
—user- and functionality management
Dealing with legacy
Result-focussed implementing

Chapter 4

The demand-side: functional management
(using the method BiSL)

Over the last few years, our organization has entered into partnerships with
companies in China and Poland. They want insight into our sales and we want
the same into the status of our orders with them. That results in functional
demands on the information function, which may only be filled in step by step. In
a chain, companies that cooperate for a number of years should really exchange
data openly and transparently. With our information function and its IT support
that is not always as easy as all that.

We do happen to have rather a lot of back-office facilities that are crucial
to our organization. The market demands a multi-channel approach. That is
why functions for internet banking, internet-asset management and internet-
insurance are opened up. Analytically seen, the old back-office applications do
still exist. Using a whole new front-office in internet technology the back-office
is connected with the customer. Of course we didn’t put the current functionality
at the disposal of our customers in one go. We did that step by step. First, we
supplied general information; then the customer was able to obtain specific
information and finally we developed the possibility to do transactions.

57
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Without organizing the demand, the supply-side would have problems. Suppliers
would bombard all the different parts of the business organization separately.
This would, apart from the unclear focus of the demand, also result in blurring
of the supply-side. An example of this is the police-information function in the
Netherlands. After a period in which the police forces themselves looked af-
ter the demand for and the supply of their information and the accompanying
IT facilities, from the mid nineties onwards the supply-side with regard to IT
was combined. A central application management organization, the ITO, was
set up. This didn’t happen overnight. Police regions also continued to develop
applications. Whenever a supplier of IT facilities didn’t have a chance with the
ITO, he went to the regions. That way, a number of regions created a second
ITO and various applications remained available for roughly the same business
process. This method of working costs extra money, makes it more difficult to
exchange data between regions and their chain partners and makes it virtually
impossible to manage applications for the Dutch police force as a whole in a
truly professional manner.

Contents of this chapter

Supply chain computerization, multi-channel approaches, organizing of
the demand: these are all subjects in the field of functional management. Func-
tional management indicates the demand for information. It controls the appli-
cation management and the exploitation. Virtually every change in the tasks or
execution of the tasks of an organization has impact on the set up of the organiza-
tion and its information function. Changes in strategy may result in outsourcing
of tasks, may resultin new, long-lasting partnerships and make it possible to com-
ply with different demands of the market. These changes lead towards different
goals, different processes and a different information function. Introduction of
new technology may help to realize the desired changes. Organizations therefore
make demands on their information function. Functional management collects
these, functions internally and externally as spokesperson for the demand and
realizes the desired information support of operational processes.

This chapter is about this functional management. First, it is indicated
how the tasks in this field are often distributed within an organization. Next, the
reasons for functional management are discussed and the set-up of functional
management in larger and smaller organizations is gone into.
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Next, we give an outline of all tasks that have to be carried out within
the framework of functional management and the objects that are managed. As
method for functional management, BiSL was chosen. This method indicates
what tasks on a strategic, tactical and operational level have to be executed for
functional management. When discussing functional management we go into
dealing with the legacy in information function and IT, as known by many
organizations.

THE DEMAND FOR IT FACILITIES
The situation in organizations

Organizations often have a policy. From this policy, actions are started
in order to realize this policy. In the area of information function these actions
result in various architectures and implementations of these. An organization
often has an information architecture, an application architecture, an architecture
for the informatics infrastructure and an exploitation architecture. The latter
three architectures are part of the architecture as defined in Chapter 2. These
architectures and their definition are shown in Figure 4.1.

These architectures are often realized under the guidance of an informa-
tion manager at an organization’s general management level. Next, functional
managers in the various business units take care of the implementation of these.
An information manager and a functional manager carry out the functional man-
agement tasks together and have contacts with the organization(s) for application

= policy model: how does one want to realize one’s policy: processes and require-
ments with regard to customers, products, suppliers, raw
materials, organization and infrastructure.

= information architecture: logical information model, being data, processes worked
out in functions and data groups and possibly used applications.

=> application architecture: information function of an organization in terms of
applications and parts of these. Distribution over appli-
cations with databases, tables, functions and programmes

- informatics infrastructure: development and management tools, a.o. for making and
adjusting applications.

= exploitation architecture: the infrastructure, on which and with which the applications
run in production and the production application themselves.

Figure 4.1. Framework for the information function
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Figure 4.2. Connections between functional management, application management and ex-
ploitation

management and exploitation. The information manager concludes framework
contracts and sets standards for the organization as a whole. Within these frame-
works, the functional managers give orders to the suppliers of application man-
agement and exploitation services. Figure 4.2 shows this.

Why functional management?

The organization has set up functional management for various reasons.
In the first place, it needs a communication channel between the organization
itself and the IT service organization. Its general and business unit management
often lacks knowledge and usually also lacks interest for dealing with I'T demands
adequately. This may result in isolation of IT service providers and make it diffi-
cult for them to follow the developments in the business. A second reason is the
wish to agree on desired IT facilities in only one place. There is often insufficient
knowledge to agree on desired IT facilities in more places than one and to trace
whether these agreements are honoured. In that case, an organizational facility
is set up, that is able to translate the demands of the organization and is a true
conversation partner to the IT service organization(s). Finally it is convenient
to have a point of support somewhere in the organization that one can call in
case of any intrinsic queries with regard to the information function and the IT.
This support point knows what consequences possible actions of the IT service
providers might have to the business. One knows, for example, what the im-
pact is of reversing changes in the data files and one knows the advantages and
disadvantages of the use of certain technology.

Functional management is situated at the demand-side. It is no part of
the IT supply-side. The reason is, that joint management of demand and supply
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may result in influencing the way in which functional management serves the
interests of the owners and users. It may also lead to accessibility by users
being harder and less feeling with what makes them tick. And finally, having
functional management, application management and exploitation under one
management may lead to functional management focusing on technology in
stead of functionality of information support.

What are the objects of functional management?

Functional management is about the functionality of the IT facilities.
These IT facilities consist of objects. These are objects in the domain of the
technical infrastructure, the informatics infrastructure and the applications. At
functional management one will often choose from a series of products and
services available on the market from one or more suppliers. In that case one
uses standard products and services. In smaller and less specialized organizations
this will almost always be the case. Larger or highly specialized organizations
will, apart from standard IT products also use tailor-made products. These are
products that have been made especially for this organization using specifications
supplied by their functional management. In this type of organization the relation
with external suppliers often passes through the organization for application
management and exploitation itself. In Figure 4.3 this situation is shown for
larger and smaller organizations.

Often larger: Often in smaller organizations:
Type 1: Tailor Type 2: Everything standard
made and external

FM at business
| FM at business |
IT AM and Ex
l I
. l = T E— Suppliers of
?LIDD']L]‘N for objects AM and Ex
T'LIT etc

FM at business

FM at business
IT AM and Ex

IT AM and Ex

Figure 4.3. Positioning of functional management, application management and exploitation
at large and small organizations
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The method for functional management Business Information Systems
Library (BiSL) is discussed in this book as a method for functional management
of all IT facilities. Organizations have to have the processes in place somewhere
as indicated by this method.

LOOKING AT THE DEMAND-SIDE
SYSTEMATICALLY: BiSL

Functional management tasks

The tasks to be performed in the area of functional management are sys-
tematically lined up in the BiSL method. This method knows tasks on strategic
level with regard to the set-up of the information function and its contents; at tac-
tical level with regard to planning, costs, quality and service level management;
and at operational level with regard to usage and functionality management. The
task areas at strategic level know a task for mutual attunement. At operational
level the link between usage and functionality is given by tasks in the area of
change management and release transfer (Figure 4.4.1).

Queries at strategic level concern the attribution of tasks in the field
of information policy and the execution of these. In addition, at this level the
contents of the information function is determined as well as its IT support.
Renewal of the IT facilities portfolio and thinking about the life cycle of separate
facilities are part of this. At operational level the organization must be able to
rely upon the execution of its operational processes not being hindered by IT
facilities being unavailable. Here, is also where it is made sure that new facilities
are implemented in such a way, not just the IT facilities but also the embedding
of the facility in the organization, the so-called administrative organization of a
business process, is taken care of.

The BiSL-framework is shown in Figure 4.4.1. In Figure 4.4.1 the
method is shown as a collection of operational processes. In Figure 4.4.2 the
same method is shown. In this case a distinction is made between the tasks that
are carried out in a front-office setting of functional management and tasks per-
formed in a back-office setting. In direct relation with the user organization and
the suppliers, various information exchange processes take place between those
involved. More planned, other tasks in the field of planning, preparation of the
execution and performance may take place. This happens in the back-office.



The demand-side: functional management (using the method BiSL) 63

Harmony
between

PN

i
m:’:ap;;;r:m shapa Developments Developments
/\ environment technology
Developments in e \ /
[Fd|
Strategic tha users inlcg:rmatio% Lifecycle Partfolio
organization — management management
Chain and
Developmen
Set-up Organization Information function Future information function regarding contents
et Planning and Cost Quality Service level
acaca control management management management
Control processes

Change

Testing and
checking

Specifying

Implemen-
ting

|| Maintenance
procedures

reliability
transfer

User management Functionality
management

Figure 4.4.1. Overview of the BiSL processes

Four types of objects to manage

The BiSL-processes manage four types of objects. These are objects
of the organization, the documents concerning content and process documents
of the application, the objects of the informatics infrastructure and that of the
technical infrastructure. In Figure 4.5 this is shown. This figure proves there
is a difference between objects to be managed. If an organization has to deal
with a tailor-made product, one partly knows different objects as compared to
a standard product. In managing standard products there are always requests
for proposals present and often also objects needed for managing the interface
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Figure 4.4.2. BiSL in a front and back-office setting

between existing objects and the new objects. In tailor made by contrast there
are definition studies that reflect exactly the consequences of an IT facility and
acceptance tests that investigate whether one can operate with the delivered tailor
made products.

All objects may be present within an organization in various releases
and versions. In this case a release is a certain collection of objects of an IT
product that is implemented as if it was one and operates in a certain setting of
the informatics and technical infrastructure. Every release succeeding the first
includes significant changes in functionality with regard to the previous release
of the product. A version is an edition of a product within a release. A version
of a release includes some changes in functional or technical sense with regard
to the release or compared to the previous version in a release.

Versions or releases have within the functional management organiza-
tion often different statuses. A version may, for instance, be in development, in
functional test-stage, in users test, in exploitation test and in production. With
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The objects to be managed can be divided into four categories:

1. Organization of management: - set-up functional management organization
- administrative organization management processes
2. Applications with regard to contents and process documents:
Procured packages. for example ERP: Tailor made applications:
- prep.studies, requests for proposal - prep.studies, definition studies, functional
- functional design interfaces designs,
(possibly for other applications as well (plus same for interfaces and conversions)
- test files and test sets: functional test - test files and test sets: system test, functional
and exploitation test test, acceptance and exploitation test
- functional management manuals. - functional management manual
- user manuals - user manuals
- manuals administrative organization - manuals administrative organization
3. Informatics infrastructure: -functional information on building tools

such as Java;
-functional information on management
tools, such as end to end measurements

4. Technical infrastructure: -functional information on operating system,
application monitoring and network software

Figure 4.5. Objects at functional management

every status belong objects in the form of software and/or hardware and in the
form of documents.

Through application of different technology, the objects managed by an
organization also change (Figure 4.6). Fitting in object-oriented working leads
to objects that within the information function supply certain functionality. It
is a matter of ‘granulation.” Functionality of an application is divided into the
smallest particles with the same function, where before a programme included
various functions. The advantage for a user is that the same function is done
everywhere in the same way and there is only one version of this function present.
Functional and application management at this function therefore results in one
set of documents and to changes in one location in the IT facility as a whole.

If a tool is used for managing one’s versions of IT objects, it becomes
apparent that it is possible to use fairly generic tools for version management of
programmes. For object-oriented operating for version management often a tool
as provided by the supplier of the building product (an object of the informatics
infrastructure) in question has to be used. A tool ensures that versions are always
marked with a time stamp, so one knows which version is operational in the IT
facility that is in production.
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The situation often:

Application Application Application

version is version being version in
being built tested production

Characteristic: 1. Version management tools keep track of the application in every
environment and it can always be traced through a timestamp, where which
can be found. In the logging of version management one can track changes.

2. Mainly whole applications transferred. Database often remains
in the environment concerned.
3. Documents indicate functionality application.

The situationat object orientatige

Combination
of objects in

Version Combination
object being

built

of objects
being tested

production

Characteristic: 1. Version management carried out by supplier’s tool, who also supplies
building tool. For example Silverstream, Coolgen.
2. One transfers objects. Database often still relational. There are however
many more objects in the long run, than applications.
3. One documents objects instead of applications: thinking functionality!

Figure 4.6. New technology, different objects

THE PROCESSES AT THE DEMAND-SIDE IN MORE
DETAIL: VARIOUS BISL-TASKS

Explanation of each BiSL-task

Next, each of the five BiSL task areas will be discussed in more de-
tail. The connecting tasks between the various task areas will also come up for
discussion.

Organization of the information function

At strategic level in BiSL, reflecting on the future organization of the in-
formation function is positioned. This task breaks up into four child tasks. These
tasks are firstly the following of the developments in the user organization.
Through mergers, (de)centralization, (de)concentration, (out)sourcing, organi-
zations change as regards their form of administration. Functional management



The demand-side: functional management (using the method BiSL) 67

ensures these changes have their repercussion in the direction of the responsibil-
ities with regard to the information function. Functional management maintains
communication channels with users and management of the demand-side. Ev-
ery business process may have its own process owner and a need for support
by IT.

Secondly, functional management follows the developments in the
chains the organization is part of. The functional management continually has to
deal with integration of processes between organizations. This integration may
lead to weaker or stronger connections in the domain of the information func-
tion. Successful operating of the organization is determined by its opportunities
for operating within the chain. Functional management can play a large part in
this. Agreements between supply chain partners are in first instance often about
improving the mutual information function. These agreements can become quite
detailed and far-reaching if the relationship is a long-standing one.

Because of the increasing importance of an optimum information func-
tion and the increasing dependency on products and services that are supplied
by external parties, the attention for choosing of and the relation with suppliers
of IT products and services is also on the up. This is therefore the third child
task. In this child task the relation with mostly application management and the
exploitation organizations is shaped. Framework contracts and/or service level
agreements are often used for controlling this relation. These are concluded and
secured at this level. Setting up and carrying out tender procedures, the determi-
nation of core expertise, decisions about strategic cooperation etc. are tasks that
come under this child task.

In conclusion, at this level ideas are developed about the organization
of the information function. Hereby the situation may arise where functional
management reports at more levels within the organization. In that case broad
guidelines are set at central level. Other levels set the limiting conditions in this.

The future of information function
concerning content

The second task at strategic level is determining the future with regard to
content of the information function. This task breaks down into five child tasks.
It is linked to the previous task by means of a process, whereby attunement takes
place between the set-up (the shape) and the content of the information function.



68 MANAGE IT! ORGANIZING IT DEMAND AND IT SUPPLY

If someone is for instance responsible for supplying certain data within a chain,
this should be made possible by the applications.

The first child task in this domain is translating the developments in
the environments into the consequences for the information function in the or-
ganization. The internal information function must fit in with the information
function needed for working within the chain. It should also meet the customer’s
requirements optimally. This may result in different operating methods with
direct consequences for the information function.

Application of new technology might also give organizations different
possibilities. Internet has giving banking once and for all a home dimension.
Functional management also translates the possibilities the new technology gives
towards new products and services. It sets standards, stimulates try-outs and
encourages exchange of experiences. This is the second child task.

The third consists of positioning adjustments in the IT facilities portfolio.
Application of IT is often closely linked to one or more operational processes. A
change in IT facilities rather soon concerns a lot of organization and users. For
this reason control at portfolio level is needed. This is about indicating which
steps we acknowledge and which changes we are going to make geared to the
change capacity of users and IT organization.

The fourth child task is controlling the life cycle of an IT facility. This
comes down to outlining its functionality and the possibilities for maintaining
and exploiting these in the future. The last child task is the optimum support of
the organization by facilitating changes within the organization from the point of
view of the information function. Functional management is in charge of making
sure the IT facilities develop alongside the demands of the organization.

Dealing with legacy

When looking at the portfolio of IT facilities one could come across
the legacy of IT facilities. This occurs when the used IT is out-of-date and the
organization depends on the IT facility in question. Legacy may occur as:

—an application that no longer suffices with regard to functionality or pre-
sentation;

—infrastructure that can no longer be maintained and/or is difficult to supply;

—certain knowledge in the domain of management is not (or no longer)
available etc.
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Organizations are namely not just working on new developments. They
also have to deal with the need to phase out objects that are in production. These
could be objects of the technical infrastructures, the informatics infrastructures,
the organization and the applications. Organizations are then able to choose.
They may choose to continue as usual and isolate the facility. They may replace
the facility by a tailor made one or by an application of a standard solution.
They may develop the entire facility anew, whereby components of the existing
facility could be used, if so desired.

Example of the different approaches to solve
a legacy problem

—isolation of a facility. Many banks have back-office applications that can-
not be rebuilt overnight. They are confronted with the need for online
banking using the internet. In doing this they use a front-office, which
through a standard interface product—usually IBM’s MS-queue—is con-
nected with their back-office application.

—replacement by a standard solution was frequently used for solving the
millennium problem. Organizations replaced applications with standard
ERP-solutions.

—developing a facility anew is done when there is no fitting standard solution
available and the old facility cannot be maintained. Prudential Life for
example, had a large part of its applications programmed in a Cobol-
version it developed itself. It didn’t want to maintain this version and had
to partially rebuild the applications.

Evolution or revolution

When setting up a portfolio planning for an innovation the theory of
‘result-focussed implementation’ is often applied. This theory consists of imple-
menting new IT facilities step by step. Organizations then evolve to a next phase;
they do no arrive there through a revolution. At result-focussed implementation
(see Figure 4.7) one divides the implementation in mutually independent parts,
whereby each part has its own benefits. At every implementation the neces-
sary changes are simultaneously made to the organization structure, the work



70 MANAGE IT! ORGANIZING IT DEMAND AND IT SUPPLY
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Figure 4.7. Result-oriented implementation (Fichman, 1999)

processes and information for controlling these. The change is therefore com-
plete. Subsequently, within a limited time span (maximum of nine months) the
results of an implementation are visible. Future versions are obvious supplements
or improvements.

Condition for result-focussed implementation is that the size of the func-
tions in the new or changed information function or the number of involved or-
ganization parts can be limited; that the number of users is not the limiting factor
and one can split the implementation into various parts and these parts can be
implemented separately and independently.

Controlling functionalities and user management

After the BiSL processes at strategic level, the processes at tactical level
are discussed. At tactical level the processes for user management and func-
tionalities management are controlled. At this level four child tasks take place.
These are planning and control, looking after cost management, quality man-
agement and service level management.

At the first child task, planning and control, based upon the strategy and
the annual plan, the annual plan functional management is drawn up. In this
annual plan the priorities concerning the information function and the functional
management are recorded. Besides, this includes the planning of the activities
and the budget available for realizing these activities. After the plan is drawn up,
its execution is secured, whereby if necessary the activities are adjusted or the
plan is readjusted.

The child task cost management deals with the budget and monitors the
costs for the information function and the functional management. This is where
the rates are set; costs are attributed and on this basis if necessary invoicing takes
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place. This concerns amongst other things the costs for execution of functional
management, application management and exploitation tasks.

The child task quality management periodically checks the technical
and functional quality of the IT facilities from a more operational perspective. A
quality plan is made and maintained for the services and products in the domain
of functional management, application management and exploitation. Hereby
attention is given to the process and product quality, customer satisfaction and
employee satisfaction.

The last child task at this level is service level management. Within
this framework the functional and performance requirements to the information
function and IT services are determined. Based upon these requirements, agree-
ments are made, guarded and if necessary revised with the ones that pay for
the services and products on the one side and the organizations for performing
application management and exploitation on the other side. These agreements
set the norms for the products and services to be supplied. These also record the
way in which cooperation takes place. This includes procedures, reports and the
shape in which the cooperation will be moulded.

Functionalities management

At operational level we find the tasks user management and function-
alities management. The first deals with keeping the IT facility in production
day in day out, the second with the planned changing of these facilities. The
two tasks are connected by the process changes management and the process
release transfer. The first process also dictates the contents of a new version or a
new release of an IT facility. The second involves the transfer from building to
production of a new version or a new release.

The functionalities management process includes four child tasks. The
first is the drawing up of specifications and demands to the information function
and the necessary IT facilities. In a following phase this also includes safe-
guarding the realization of these specifications and demands. The child task
leads to determination of the need for information of the user organization
and indications (changes in) of requested functionality, making performance
requirements to these and safeguarding the realization. Finally, this child task in-
cludes the indication, safeguarding and organization of relations with the other IT
facilities.
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The second child task is the checking and testing of the supplied facil-
ities. This includes the performance of a functional test, a user acceptance test
and an exploitation test. The first type of test checks whether the IT facility is
made in conformity with the specifications. The second type of test investigates
whether one can work with the application, whilst the third type determines the
consequences for the exploitation. This child task therefore includes the func-
tional testing out of the own specifications to those of the application manager.
This also includes preparing, executing and/or supervising functional tests, ac-
ceptance tests, exploitation tests and the reports on these. This all finally leads
to acceptance of the IT facility.

The third child task includes maintenance of procedures. Management
and distribution of documents in which procedures, work instructions and user
manuals are described, are all part of this third child task. This also includes
control of the distribution of IT facilities and data at distributing these over
various locations.

Finally, functionalities management has to take care of and assist at
the implementation of IT facilities. This could be the implementation of the
solution for a showstopper. This is a fault in a facility that has to be resolved
immediately because vital processes are at a standstill. This may also concern the
implementation of an entirely new release and everything in between. This child
task also includes the drawing up of change requests and the order for a change.
This also includes checking of the elaboration of change proposals as given by
application management and safeguarding of the progress at realization of the
proposals at application management and exploitation. This child task takes care
of coordination in the handling of showstoppers and change proposals.

Arriving at a new release or a new version

Showstoppers immediately demand a solution. Change proposals often
can wait longer, before the change has been made to the facility. Change proposals
are usually included in a next version or next release together with the facilities
necessary for a new project. In that case, this release is built from the functionality
as developed in a new project, the answer to the change requests that came from
the users and did not immediately require a solution (they could live with these
(COLW )) and the answer to change requests from other sources. Figure 4.8 shows
the progress of such a release or version.



The demand-side: functional management (using the method BiSL) 73

Set change proposals Calls category "COLW"
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| Implementation products in B-test and execution B-test by users |
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Results of a project
aimed at providing
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Figure 4.8. Progress of a version or a release through time

Users management, daily management

The second task within BiSL at operational level is user management.
This task is split into three parts, being daily support, tasks at a coordinating
level and management of business data. The child task daily support includes
two tasks, being:

1. taking care of:
—the calls (incidents/problems) registration, handling and ensuring this
is done;
—handling of complaints;
—execution of single tasks, for example for application of data;
—control of application management and exploitation at execution of
extra tasks, or resolution of incidents;
—advise and answering questions;
—entering authorizations
2. communication with owners and users. This means:
—taking care of training, additional instruction and/or handholding;
—publishing mails, newsletters or general announcements;
—consultation and chairing of users meetings.
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The second child task ‘coordinating management’ includes:

—availability management: activities that take care of present and future
information function. This also includes providing authorization possibil-
ities.

—capacity management: this maps the expectations for the use of the facili-
ties. This also drives the activities that ensure optimal use and one performs
activities in order to safeguard this optimal use.

—calamities management: this activity implies looking after and maintaining
a system of measures for recovery of the entire or part of the services.

—problem management: arriving at a structural solution for incidents and
determining the direction of this solution. This means an incident may be
qualified as a showstopper but it may also be a problem one could live with.
In the latter case it becomes a change proposal that enters the procedure
for being assessed for inclusion into a next version or next release.

The third child task, management business data has two subtasks, being:

—data definition management: this is the managing and safeguarding of the
definitions of and the relations between data elements. This makes it easier
to determine the impact of changes.

—data management with regard to content: this is the managing of the con-
tents of system tables and parameters, that control the functioning of the
facility, and the determination of preservation periods for data.

QUESTIONS

1. Why do organizations set up functional management? [llustrate your answer
by giving two examples.

2. Where is functional management positioned within an organization? What
are the reasons for this?

3. Which objects have to be managed functionally? Why?

4. What is the difference between small and large organizations in the field of
functional management? Why?

5. Which tasks in the field of functional management are parts of BiSL? Explain
every task and illustrate your explanation by giving an example.
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10.

11.
12.

Which types of objects are managed in functional management? Give an
example of every type.

What impact does the progress of technology have on the objectives of
management?

Why do organizations use tools for performing version management?

. What is legacy and how does it come into being? How is legacy resolved?

Illustrate your answer by giving an example.

What is result-focussed implementing? How and when is this applied? When
is application of result-focussed implementing not possible? Illustrate your
answer with two examples.

What is the difference between showstoppers and change proposals?

How does a new version or a new release of an IT facility find its way from
the drawing board to implementation?
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Who controls application management?
What are the objects of management?
ASL as collection of processes

ASL: front and back-office processes
Objects at application management
ASL unravelled in processes

Chapter 5

The supply-side: application management
(using the method ASL)

As Siebel application managers over the last five years we had to deal with the
switch from client server technology to more browser-based applications. And
at the same time we experienced the consequences of the trend for changing
from paying for licences per user of an IT facility to arrive at paying for use
of the application alone, the so-called utility computing. These changes both
led to a different life cycle for many of our products and to considering the
furnished management tools. Configuration management, security management,
availability management and cost management are all subjects we’ll have to
address explicitly in future.

The domain application management deals with change of IT facilities. Quality
of application management does not just have a product component but also a
service component. A proactive service desk for application management can
truly improve the image of the services provided. Customers request to know
what is done with their remarks. Customers want to be able to see to what extent
settlement of their complaints is followed up. Customers demand a proactive
front-office.

With this trend towards standard applications, the nature of our job changes.
Our supply organization changed from a supplier of tailor made applications
to an implementations organization for other supplier’s packages. That simply

77
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demanded a different focus and often also different people. By methodically
thinking about our organization and about the technology to be used we were
able to ‘get into lane’ and this change over went well. Looking back: we now
work with 50% less people than before and 50% of the people in the current
organization joined us in the last five years.

Contents of this chapter

Handling application management in a structured manner, one of the
two tasks at the supply-side at the production of IT facilities is the subject of
this chapter. The task application management is divided into front-office and
back-office processes. Hereby the method Application Systems Library (ASL)
is used by means of a stepping stone. The main subject of this chapter is the
discussion of this method.

The chapter starts by positioning application management. Application
management is a task at the supply-side. The activities of the supply-side are
controlled by the functional management task at the demand-side. This func-
tional management task is accommodated in the users organization. It controls
application management. The application management deals with the develop-
ment and maintenance of IT facilities. Even though one speaks of application
management, in this entire chapter the object of management is an IT facility.
This may be both an infrastructure, an application as well as the accompanying
services. It can also be a combination of them all. There are several reasons for
this approach. One of them is the fact that, what is an application for one com-
pany, like the product Oracle database management systems is for the software
manufacturer Oracle, is part of the informatics infrastructure for another. Another
is, that often the same kind of activities have to be organized for maintaining of
an IT facility.

THE SUPPLY-SIDE: APPLICATION MANAGEMENT
AND EXPLOITATION OF IT FACILITIES

The supply-side
Functional management controls tasks in the field of application man-

agement and exploitation. Each of these tasks has activities at operational, tactical
and strategic level. The functional management team has connections at each of
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Figure 5.1. The relation between functional management, application management and
exploitation

these levels with exploitation and application management. In Figure 5.1 this is
shown.

Functional management is situated in the users organization, so on the de-
mand side. Application management deals with I'T development and maintenance
and is with exploitation part of the IT supply side. Both tasks can be assigned to
one organization. They can also be executed by separate organizations. Indepen-
dent software houses increasingly perform application management these days.
These produce for instance ERP or CRM applications or personal productivity
tools. Examples of these software companies are SAP, Siebel, JD Edwards, Or-
acle, Peoplesoft and SAP. Another example is the application management for
personal productivity tools, as done by Microsoft.

Reasons for organizing application management

There are a number of reasons for organizing application management.
The first is the fact that an IT facility—and certainly an application—often gives
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years of maintenance. Furthermore experience teaches us that 80% of the money
spent on an application, is in fact spent on maintenance. Finally, it is important
to be careful to a certain extent when entering innovations into the application in
production because the application could have many users and a tiny error might
cause many problems. In actual practice an IT facility has an average lifespan of
between eight and thirty years. During that period maintenance is done on this
IT-facility.

Advantages of organizing application management are the fact that
one:

—obtains better control of the costs;

—obtains better insight into the supplied products and services;

—can be sure of, that, if the acquired knowledge is structurally passed on,
continuous support is guaranteed;

—can make continuous adjustments within a framework aimed at working
in future with an up-to-date facility;

—obtains a reliable business process, among other things because there is
structural attention for testing and change management;

—by applying the application into a chain of processes and/or organizations
a high degree of uniformity in the management can be realized.

METHOD FOR APPLICATION MANAGEMENT: ASL
Application systems library (ASL)

ASL is a method for looking at application management in a structural
manner. ASL was developed by Getronics and made available to the public
domain. It shows the best practices in the field of application management, as
experienced by the Getronics company. ASL consists of six clusters of processes
(see Figure 5.2). These processes take place at operational level, at tactical level
and at strategic level. At strategic level processes have been set up for looking
at the long-term organization of the management and the technology needed for
this.

At tactical level one controls the daily management and the maintenance
and renewal processes. Daily management and innovation are connected through
the processes change management and programme management and distribu-
tion.
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Figure 5.2. The ASL processes

The ASL method, as propagated by the ASL foundation (www.
aslfoundation.org) consists of generic descriptions of the ASL processes, tem-
plates for making annual plans, management plans per facility, SLA’s and
dossiers administrative organization (DAP-dossiers), in which the administrative
organization about the working method is recorded, checklists, scans etc.

Front-office and back-office tasks

The ASL tasks can be divided into front-office and back-office tasks.
Front-office tasks deal with tasks in direct contact with suppliers and customers.
These tasks take place at various levels. At strategic level the market is informed
of one’s products and the services surrounding these. At tactical level one informs
the market of planning and quality aspects, speaks about costs, concludes service
level agreements and reports on the compliance with these. At operational level
the daily support takes place in the shape of a physical and/or virtual service desk,
collects data about compliance with functional and performance requirements
and proactively informs customers about the service and the product. In the
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Figure 5.3. Front-office and back-office tasks

back-office all the tasks that have to be carried out more methodically take place.
Figure 5.3 indicates the front and back-office tasks of ASL.

Objects of management

Application management has to do with four types of objects. These are
objects of the organization; the process documents and documents concerning
contents of the applications; the objects of the informatics infrastructure and
the technical infrastructure. These objects always concern a certain release or a
specific version of an IT facility and the status, this release or this version has.
These statuses may for example indicate whether a facility is in the phase of idea
development, the planning phase, the design phase, the implementation phase or
in production.

In Figure 5.4 the objects of management are shown. From this figure
it emerges that at application management of IT facilities a distinction can be
made at the object applications between tailor made and standard applications
also called application packages. At tailor made applications in house manage-
ment develops the entire application and its interface with other applications and
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Figure 5.4. Objects to be managed

therefore all programmes and their documentation are available at the applica-
tion management organization. When application management has procured a
standard application, this is not the case. In that case the code of the application
programmes are often lacking, just like the database layout of the application.
The supplier considers these his own property.

When an organization uses standard applications one therefore often sees
the task application management changes size. An organization only performs
the full application management for the interfaces with the package needed; for
the software for converting from the old situation to the standard package and
possibly for the extra applications built to meet the extra management informa-
tion demands.

These objects are managed within the six clusters of ASL processes.
Smaller organizations will often not have set up these six clusters to their full
extent. It is however a good idea to compare the inhouse organization briefly
with ASL and ask oneself which processes occurring in ASL are not available in
the organization and why this is the case. It is for these reasons we will indicate
the ASL processes in some detail. Each organization will fit the ASL method
in with its own organization in its own way. Let us have a closer look at the six
clusters of ASL processes one by one.
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THE ASL PROCESSES LOOKED AT
Organizing application management long-term (OCM)

There are three reasons why an application manager should pay atten-
tion to his field in the long-term. In the first place there are reasons to do with
competition. Users increasingly shop around and discover the products and ser-
vices other suppliers have to offer. They look at the market and compare. The
supply organization cannot stop this, just as well as it cannot take this task away
from the demand organization. The fact is that the demand organization is dif-
ferently positioned ‘in’ this process than the supply organization. The demand
wants optimum support and is sometimes prepared to take risks in this process.
This is however not in a supply organization’s best interest, this supply organi-
zation is much more conservative. The supply organization often starts from the
paradigm ‘do not change a winning team.” Besides, once stated functional and
performance requirements may change step by step with time.

In the cluster ‘organization of application management in the longer run’
or OCM (organisation cycle management) ASL knows five detailed processes.
These are determining the market; determination of the way in which the relation
with the users organization can be shaped; determination of skills one needs now
and in the future; determination of technology needed in future; and the process
service delivery determination.

The process market determination, researches which developments are
playing in the market and what these mean to the application management orga-
nization. The result of this will lead to a clear positioning of the organization in
the field of (internal or external) IT providers, inclusive of possible partnerships
or alliances. At determining the way in which the relation with the user organi-
zation(s) is shaped with regard to the provision of services, among other things
the following issues play a part:

—the image of the application management organization with the user orga-
nization;

—having access to people that decide within the user organization;

—the design of the own ‘accounts’-system;

—and the service that is delivered or may be delivered. Here one will have
to weigh up whether this is what it should be and one will have to take
measures in order to arrive at the desired situation.
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The process ‘determining skills’ investigates which expertise is needed
for the future and to which extent. The achieving and effectuating of a desired
situation takes as a rule several years because of measures like training or at-
tracting these skills. Besides the process ‘technology determination’ plays a part.
This process deals with the tools with which the application management orga-
nization realizes its services. This is where one will have to choose. One cannot
support all types of IT facilities and it often does take several years before cer-
tain IT facilities, like for instance building environments, building lines and other
tools or methods are well controlled. Besides the costs for procurement are often
high.

All previous considerations have to meet in an univocal proposition, an
univocal service provision that matches the market, the customers, the skills of
the in house organization and the tools. Service delivery determination is the
process, where all of this comes together. In this process the service as desired
in two to three years time is designed and the mission of the organization is
determined. This is also where the strategy is determined in order to arrive at
this service. This strategy is elaborated in the other OCM processes.

Many of these processes don’t seem that advisable for internal IT orga-
nizations. This may be right for the smaller supply organization; for the larger
one it is certainly not right. Demand organizations are often not that attached to
the internal IT organization. An supply organization may be outsourced, be pri-
vatized or outsource parts. Exactly that is why guarding the inhouse proposition
and services are possibly even more essential to internal application management
organizations.

Applications cycle management (ACM)

Apart from thinking about the organization of application management,
the application manager also has to consider the portfolio of IT facilities he
manages and the individual facility within this portfolio. This helps to prevent
making changes in a manner that is in conflict with the directions in which
the business process develops in the next three to five years. Furthermore in-
troduction of ACM often results in people realizing that facilities often last for
years and one should see substantial improvements in productivity and quality
(like restructuring bad software) as a true investment one could benefit from for
years.
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Application cycle management knows three processes. These processes
are targeted at making the IT facility fit in optimally with developments in the
user organization, its environment and technology. The three processes are:

1. determination of the development strategy in the field of IT facilities.
This is the process, in which new technological developments are mon-
itored and tested;

2. the process of keeping track of the developments in the environment in
which the customer operates in relation with the used or to be used IT
facilities;

3. the mapping of developments within the user organization(s).

The established developments could have an effect on the IT facility.
The internal state of the IT facility (quality and costs) could also lead to the need
for radical changes. This demands a policy at two levels.

(a) the level of the individual IT facility or application life-cycle manage-
ment. This entails defining a strategy for the future of an IT facility,
elaborated in actions.

(b) the level of the IT facilities portfolio or portfolio management.

ACM often starts with a bottom-up approach: structured voicing on the technical,
functional and exploitation quality of the IT facility in relation with the require-
ments from the business process towards the future. The advantage of mapping
the strengths and weaknesses structured in the current situation is that one gets a
IT facility | Change (

IT facility | Techn.| Funct.| Expl. | Costs | Impoy
tanc

Oual— - Oual 1 Oual
2 b —

What is there ‘ ’ ‘What does one want

What is possible ’ What does that mean
Technology  (OpportunityPossible | Expected | Time Process/ | Size Change | Expect. | Impact
o o . in period systems change Sketch | time org.
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Figure 5.5. Bottom-up passing through of a portfolio of IT facilities
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good picture of the feasibility of changes and the proposed strategy. In principle
the questions of Figure 5.5 are in that case applicable.

Control of the operational processes

The day in day out keeping in production of IT facilities is controlled
from four angles: time and capacity, costs, service levels and matching agree-
ments about this, plus the quality of process and product.

This is why ASL has four controlling processes. These are planning and
control, cost management, quality management and service level management.

Planning and control

The process planning and control operates on meeting deadlines. IT fa-
cilities in maintenance often have very rigid deadlines. For example: the new
legislation comes into effect on 1 January, the insurance product is launched
1 May, and the new invoicing starts from 1 July. That means that delivery of
new versions on time is critically important. In maintenance situation there is
no fallback. It therefore has to be done. The process ‘planning and control’ has
for an objective to make sure that scheduled time and possible delivery time are
realized by using the right input of (human) capacity at the right moments in
time. The process boils down to management of time and human capacity in the
broadest sense. Together with the client it is determined which services have to
be supplied at which moments. The process is therefore closely related to the
process ‘change management.” Planning and control secures both the ‘project-
oriented’ activities (the processes within the maintenance/renewal cluster) as
‘continuous’ activities (the day in, day out application management cluster).
The simultaneous controlling of these, often executed by the same department
and the same people, is the big challenge of application management. This task is
complex namely because regularly supplementing not immediately eye-catching
operational activities have to be carried out as well. Examples are improvement
projects as result of quality management or service level management and activ-
ities for the benefit of the strategic processes within ACM and OCM. All these
activities demand human capacity. Planning and control is the process that has
to organize it all.
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Process Contents
IT facility Performance of Functionality of
the IT facility the IT facility
Services Process of The delivered
providing services services

Figure 5.6. Four different subjects for agreement about service levels

Cost management

The second process is cost management. At cost management it is about
providing insight into the costs and making these controllable. Cost management
includes the processes around managing and charging on the costs of the IT ser-
vices. Based upon this matters pertaining to business economics by the functional
management are possible. Purely financial subjects like: what are depreciation
periods, how is the cost price of an hourly rate built up exactly and what is
included in that and what isn’t, don’t come under application management and
therefore not under cost management within ASL. These are issues for the staff
department finances in an IT organization.

Service level management

Service level management is the third process. In this the agreements
with the customer are made and safeguarded. Central point is the ‘quality per-
ception’ of the customer: that what the customer perceives as quality. This as
opposed to the process ‘quality management,” whereby the internal quality of
application and application management organization are the central point. The
agreements with the customers are usually connected with four areas, that is to
say (see Figure 5.6):

—the performance of the IT facilities: these are about the availability, the
performance, the reliability and the security of the IT facilities.
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—the functionality of the IT facility and the changes to the functionality.
‘Service levels’ in this domain are specified and checked by means of,
amongst other things, acceptance tests.

—the process of service providing, that is to say the functioning of the service
and the application management organization. This includes entering into
agreements about the accessibility and availability of the organization
itself, the rate of operating in case of incidents, the manner in which
software is delivered, the timelines along which the processes elapse, etc.;

—the provided service: this concerns the services that are provided and the
additional services that are available under matching conditions. In other
words, the service catalogue of the organization.

Service level management therefore does know the activities definition,
safeguarding and evaluation. Application management makes agreements with
functional management. The results of these agreements, like a contract and an
SLA (service level agreement) are important products of service level manage-
ment.

Quality management

The last process at tactical level is quality management. The goal of
quality management is taking care of maintaining the internal quality of process
and product. In order to achieve this it aims at four subjects:

1. The quality of the product: by this is meant the (technical and functional)
quality of the IT facility and its functioning.

2. The quality of the process: the way in which the process of maintenance
is set up. At professionalization and increase of the level of services the
attention is mainly fixed on this subject.

3. The quality of the IT facilities, used for making the products and along
which this process elapses. This is also called the quality system. It
includes among other things the methods used and techniques and tools
for system building.

4. The quality of the organization. This subject aims at matters like quality
of people and expertise, explicitness, its coherence and the position of
the application management in the organization and the environment.
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Maintenance and renewal

The first process at operational level is maintenance and renewal. This
process differs from the process of introducing entirely new applications or
building new applications because it takes place in a situation of an existing
organization, an existing infrastructure and an existing application. It therefore
includes less measures of freedom. Furthermore, the introduction of changes
follows the ‘bottom-up’ principle. In this situation one would sooner see a change
to be just a small change. If that is not possible, a wider view is taken by looking
at, for instance, a group of IT facilities. Apart from this the process takes place
in a line setting. And finally, the deadlines for maintenance are usually rigid.
Different from an entirely new facility, not yet in production, the alternative of
keeping the existing IT facility on line a little longer is not possible: that is the
facility that is being adjusted.

Within the cluster maintenance and renewal five processes can be dis-
tinguished. These are:

1. impact analysis: the activities being performed within the framework of
conditioning and mapping of the consequences of a proposal for change;

2. design: the analysis of the situation and the design of the IT facility.
The activities that deal with determining and recording of the desired
functionality;

3. realization: the modifying, realizing and assembly of the IT facility;

4. testing: the testing of the modified components as well as the whole
equipment, with for an end result acceptance and release of by the client
delivered products;

5. implementation: the definitive introduction of the changed software and
other service providing components, including attention for things like
conversion, acceptance (tests), training, instruction and migration, fol-
lowed by release.

Day-in/day out management

The cluster of daily management activities within ASL distinguishes
five processes that are closely related. These five management processes are:
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1. incident management: this takes care of the primary dealing with queries,
requests and incidents, including the communication from and towards
functional management;

2. configuration management: the process surrounding the recording and
keeping up to date of information on the use of the (versions of) objects;

3. availability management: takes care of, secures and safeguards the avail-
ability of IT facilities;

4. capacity management: looks after the optimum application of means,
that is to say in the right place, at the right time, in the right quantities
and at justified costs;

5. continuity management: in this process measures are taken for ensuring
the continuity of the execution and the support in the long run.

Target group of incident management is the functional management
or those that, within the user organization(s) carry out functional manage-
ment tasks. One could distinguish between reactive communication and proac-
tive communication between application management and its customers. When
communicating reactively, one waits. One deals with ‘calls’ or ‘incidents.” And
only at the moment these come in. An incident is in this case a query, request, and
complaint or problem report, mostly coming from users or end users. In appli-
cation management these are not just originating from functional management
but could also come into being within the processes of application management
itself (one establishes for instance that an IT facility operates much slower than
one could possibly expect) or from exploitation (one reports for example that an
IT facility does not function any more).

The second form of communication is proactive. This means that cus-
tomers are approached in order to prevent queries. If for example a new release
goes into production, detailed information is given in advance about the new
functionality and about the use of this new functionality. Through this last type
of communication one may prevent ‘reactive’ reactions.

The process configuration management ensures insight into what it is all
about. The process configuration management aims to register this information
and supply information on this. This information consists of two parts:

—The IT facility: what runs where? And when deciding to archive data about
this, one should always take decisions on the measure of detail and the
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Central: availability: offering requested functionality at a given moment
and reliability: extent to which IT object supplies the requested functions

Availability Reliability
IT facility Up time Operating according
specifications
IT service that comes Opening hours Correctness of acting
with it: service desk

Figure 5.7. Subjects availability management

status of the data. Concerning the latter, it may be a facility that is planned,
in development, being tested or in production.
—The agreed services: which agreements where?

In organizations that deliver packages or organizations that deal with
applications that run in various places this process is very important. One should
know which versions of a package have been delivered where exactly, of what
these consist and on which infrastructure they run. This information is necessary
for being able to react adequately in case of, for instance, incidents or questions.

At the third process, availability management, two quality characterris-
tics are central: the availability and the reliability of the IT facility. The avail-
ability indicates the measure in which an IT facility is able to offer the desired
functionality at a certain moment in time or for a certain length of time. The
reliability is the measure in which this offers the agreed or expected function-
ality, during an indicated length of time. Both quality aspects concern both the
contents and the process of service provision. This means that the process of
availability management controls the four objects indicated in Figure 5.7.

The fourth process is capacity management. In application management
capacity and performance also play an important part and this also needs attention
during management. The reasons being:

(a) an adequate set-up and an adequate data approach to a high extent de-
termine the performance of the IT facility;

(b) many IT facilities were procured at an initially assessed workload;

(c) the amounts to be processed may vary greatly sometimes. The knowl-
edge or how this finally results in processing lies with application



The supply-side: application management (using the method ASL) 93

management. They provide the translation between business process
and the IT facility.

In order to keep the performance up to standard or optimize it, several
measures are possible like revising of data (removal of no longer used data),
changing of the access paths to the data, the increasing of rows or the optimising
of the set-up of the software. Dealing with this is the task of capacity management.

The last process in day-in/day-out management is continuity manage-
ment. This process deals with the continuity of the IT facility. Continuity is
the measure in which the IT facility in the long run, without incident or with
an acceptable risk, can keep functioning in future. This subject is discussed in
Chapter 15, security of IT facilities.

QUESTIONS

1. Who controls application management? Why should application manage-
ment be organized? Or is this not always necessary? Explain your answer
using two examples: a case in which this should be done and an example of
a case where this is less opportune.

2. What are the advantages of organizing application management? Illustrate
at least five advantages with an example.

3. How is ASL put together?

4. What is OCM? Of which processes does it consist? And why are these
needed?

5. What is ACM? Of which processes does it consist? And why are these
needed?

6. What is the difference in objects in application management for tailor made
and application management for standard applications? Illustrate your an-
swer with an example.

7. To what do we control the operational processes of the day in/ day out keep-
ing in production of IT facilities? Which processes can be distinguished?

8. To which four domains do the agreements in service level agreements often
apply? Illustrate your answer with an example.

9. Which processes come under the ASL processes maintenance and renewal?

10. What comes under the ASL process day-in/day-out management? Illustrate
your answer with three examples.
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The supply-side: exploitation (using methods like
ITIL, MOF-MSF/eTOM)

Introduction of ITIL led to structuring of exploitation tasks. This enables
measuring at processes, which after a while can result in actions to improve of
the quality of these processes. Next, it became possible to take the customer’s
priorities more into account. For instance within the Imtech company introduc-
tion of ITIL provided structure and overview. So it was possible to process more
calls and one was able to work more in conformity with the priorities as set by the
customer. The customer satisfaction improved because the supply-side met the
agreements to such an extent that it really fitted in with the organization’s strategy.

There are many methods for lining up the processes at the supply-side. ITIL is in
The Netherlands clearly the most frequently used method for exploitation of IT
facilities. Apart from this, TMN is also widely used in the telecommunications
business, whilst Microsoft also offers its customers some support in this field
with MSF and MOF. What are actually the differences between all these
methods? Is there a framework available?

Such a floor plan of a computer centre explains a lot. It clearly shows the
evolution that took place in the centre through the years. Zoning became a
necessity. Networks for speech and data were set up. Massive print facilities

95
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were introduced and lately servers with their demilitarised zones for internet.
This computer floor has been witness to a lot of history over the past thirty years.

ITIL structures the tasks in the field of exploitation. This can be looked upon
with the eye of efficiency. You may also look upon this with the eye of the quality
of labour, if this still exists after a while. ITIL clearly results in a more balanced
division of tasks, to more sight on the results. Introduction of ITIL however also
allows less freedom of action and provides a stronger sense of control. Some
organizations counteract the negative effects as much as possible by involving
people at the introduction and communicating the reasons for introducing ITIL.

Contents of this chapter

Structured handling of the exploitation of IT facilities is the subject of this
chapter. For structuring the processes at exploitation the Information Technology
Infrastructure Library (ITIL) method is chosen. Discussion of this method is the
core of this chapter. Apart from this, other methods in the domain of structuring
of exploitation processes like the Microsoft Operations Framework (MOF), the
Microsoft Service delivery Framework (MSF), the Telecommunication Man-
agement Network (TMN) and the enhanced Telecom Operations Map (€TOM ),
TMN and eTOM being recommendations of the International Telecommunica-
tions Union, are explained in this chapter.

The chapter starts with positioning the exploitation task at the supply-
side. This supply-side is controlled by functional management at the demand-
side. Functional management is housed with the demand organization. The ex-
ploitation deals with the keeping in production of IT facilities. In this chapter first
the layout of a computer centre is discussed and the points of action available
to control such a centre. Next, the ITIL, MOF/MSF, TMN and eTOM methods
come up for discussion.

THE PLACE OF EXPLOITATION
The supply-side

Functional management controls tasks in the field of application man-
agement and exploitation. Each of these tasks includes activities at operational,
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Figure 6.1. Floor plan of a computer centre

tactical and strategic level. The functional management team has connections at
each of these levels with exploitation and application management.

Functional management is situated in the user organization. Application
management is at an I'T development and maintenance organization. Exploitation
is located at a computer centre organization. This organization keeps computer
centres in production. In these centres storage, processing and transport hardware
and software have been installed. In Figure 6.1 the floor plan of such a computer
centre is given.

COMPUTER CENTRES AND CONTROL
OF COMPUTER CENTRES

Computer centres

Exploiting IT facilities means that the objects in production operate in
conformity with the agreed functional and performance requirements and in the
managed objects changes are made according to plan. The exploitation envi-
ronment recognizes three types of objects: organization objects, infrastructure
objects and application objects.

In a computer centre (see Figure 6.1) four rooms are distinguished for
basic and background tasks, each intended for a different task. These rooms are
designated for:
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—operating the hardware, which often includes running the service desk.
This room is often connected with a room which the employees use for
their break;

—functioning of processing, storage and transport hardware and software;

—providing space for printer and converting facilities;

—preparing the implementation of new applications and infrastructures, as
well as controlling the day-to-day operation. Amongst other things this is
where change management is taken care of and batchwork prepared.

Set-up computer centre

Hardware is placed in each of these rooms. In the computer room you
can see processing, storage and transport hardware and software, printers in
the printer room, back-up units with off line storage capacity on cartridges and
tapes plus control consoles in the operating room and personal computers in the
production room. In the equipping of these rooms attention is paid to things like:

—the requirements of hardware with regard to energy and cooling;

—the performance standard of availability, what can be translated in unin-
terrupted facilities such as air conditioning, maintaining the right degree
of humidity and electricity supply;

—the necessity for providing extra security for certain rooms;

—installation of mock-ups and stands for consoles and modems;

—the placing of transport facilities for local area networks, wide area net-
works and telephony inside and outside the organization;

—location of processing, storage and network facilities;

—the need for simply posting hardcopy.

Performance requirements

The exploitation of IT facilities has to meet with performance require-
ments. These requirements mainly figure in the field of availability, response
time and security. For meeting these requirements one can take measures. In
general one increases the availability of technical infrastructures by means of:

—Executing parts of the infrastructure in duplicate, like the one for printing,
storage and processing. After all, if the chances of a machine breaking
down are 0.01, the chance two identical machines fail at the same time is
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0.01 times 0.01 or 0.0001 (if the chances of failure are independent). It is
also possible to carry out the entire transaction centre in duplicate. One
then has an escape route.

—Proactive reacting to reports as given in the error logs of hardware and in
the output when using system software.

—Having insight into the functioning of the fixed and mobile network by
using network monitors that often graphically reproduce the network and
its usage.

—Having remote support facilities at one’s disposal for repairing software
and hardware at distance or being able to download programme technical
fixes (PTF’s).

—Having the facilities for checking the transaction units day and night for
errors and taking action when errors occur, so users can continue working
because the necessary repair has been taken care of (even before they arrive
at work).

The guarantee of a general good response time is directly linked to the
presence of sufficient capacity. When assessing this mainly the occupation of the
servers and storage units is taken into consideration. Securing of infrastructures
has many sides. Measures such as logging transactions and encrypting data at
transport and archive are examples of this.

Precautionary measures

When looking at the availability of applications it is also possible to take
precautionary measures. One could for instance implement facilities to:

—Record what data was stored, before processing the transaction and then
record the transactions. Combined with a back-up of the data it is then
always possible to reconstruct the data collection.

—Regularly making a back-up of data collections and of the applications.
This back-up is often made according to the grandfather—father—son sys-
tem. It is possible to realize the situation of a few days back, providing
a back-up was made every day. Transactions processed after the back-up
are not available.

—Having the procedure of the most common action available online, which
means that fast and controlled assistance according to a predetermined
script can take place. This promotes a standard procedure. Mostly this
procedure is recorded in the administrative organization handbook.
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Possible problems at the response time of applications can be prevented
by checking during the test for taking an application in exploitation, in which
areas there could be possible problems in response time. The security of applica-
tions can be increased by limiting the number of persons authorized per part of
the application or by making sure that it is always clear who used the application
at a given time and therefore to take care of guarantees of authentication.

Controlling computer centres

Exploitation environments are controlled in a number of different ways.
Firstly this is the control based upon qualitative and quantative data of compo-
nents and service processes. A second method is the use of standards for objects
to be implemented and for implementing these objects in projects using project
management methods. The latter method of control is control on the basis of
agreements as recorded in manuals.

Standards

Using standards is important, when realizing that organizations get the
bulk of objects to be exploited delivered from third parties. Suppliers deliver
for instance servers or processing units, applications and network components.
Suppliers also deliver operating systems, database management systems and net-
work software. New applications and hardware have to be supported by higher
versions of the current infrastructure software. In these later versions the pro-
grammes are found to control these new objects. The system management and
network software for infrastructures therefore recognizes releases and versions
within releases.

An organization mostly has a policy with regard to the versions of the
various types of infrastructure software it installs. The policy dictates under
which versions it provides its products and services. This policy is called version
policy. By outlining a version policy concerning all versions for infrastructure
software, the diversity in versions can be lessened. Version management con-
centrates mainly on management of versions of operating systems, network
management software, data management software and support software.

In version management one should preferably have the version to be
installed in future at one’s disposal, as well as the currently installed version and
the version that was replaced at the last install. These versions of every product are



The supply-side: exploitation 101

supplied with manuals or documents. When these manuals are supplied on paper,
a central library where all these manuals can be found is certainly no luxury.

Administrative organization

The administrative organization of an exploitation environment consists
usually of a description of three subjects. These are: a general handbook de-
scribing the organization and its modus operandi. This handbook includes a
description of the working methods in a number of departments and for exe-
cuting certain processes. Furthermore it records the configuration concerning
objects to be managed and indicates the existence of manuals that provide a
detailed description of the processes of document- and version management.
Besides these manuals there are production dossiers per application, in which
is recorded how an application can be taken in production, which errors could
occur in the production and how to remedy these. The manuals, that are present
in a computer centre, so often include:

—An operations manual, which includes: the actions at starting up in the
morning (checks); the organization within the building: who should be no-
tified and when; the procedure at disasters: which and what next; the use
of registrations; the manner of back-up and how this is done; the manner
in which the most frequently used hardware is operated; warnings which
actions definitely should not be carried out, etc.

— A production supervision manual including amongst other things the tasks
of the production supervision; the organization of production supervision
including the necessary forms; the procedure for implementing system
changes; applying for and realizing of system environments for building,
testing and production and the procedure for applying for storage media.

—A description of the working of the service desk. This is the department of
the front-office the customers of exploitation call, when they require help.

— A description of the processes change management and release manage-
ment. These are the processes that are in charge of the implementing of
new versions methodically. Often this also includes how to deal with emer-
gencies in this field, such as the implementation of showstoppers. These
are incidents that have to be fixed immediately. Showstoppers are imple-
mented directly in the production environment after having been tested in
an exploitation test environment.
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— A security manual, in which the organization has indicated in which man-
ner security is organized, who is responsible for what, what the policy is
in various situations and which measures have been taken.

—A description of the way in which service level management, capacity
and availability management and reporting on management are dealt with.
This includes financial management.

Apart form the above manuals there are manuals describing the process
of version and document management in detail. These manuals are:

—A version management manual that deals mainly with the versions of
application software. It indicates how one gets versions from the stage of
building to functional testing, user test, exploitation test and from thereon
towards production. It also reports which and how many versions are
kept for enabling return to a previous production environment and who is
responsible for which task. It also includes chapters on taking in production
of hardware using change management. This indicates when and how
hardware to be taken into production is tested and also what hardware is
tested and which measures one should take, if implementation fails.

—A document management manual, which describes how all documents
made during the building and implementation of applications are archived.
These documents could be for instance definition studies, functional de-
signs, technical designs, test files and administrative organization manuals.
Usually there are a design version, a test version and a production version
of a document.

Finally within the computer centre documents have to be present for the
hardware that is going to be used and for the infrastructure software that was
procured from third parties. For each of these objects there are generally spoken
available a general introduction, a users manual and an installation manual.

THE IT INFRASTRUCTURE LIBRARY (ITIL):
A METHOD OUTLINING THE PROCESSES
IN IT EXPLOITATION

ITIL
For arriving at transparent work processes in the exploitation these pro-

cesses are often set up in conformity with the ITIL (Information Technology
Infrastructure Library) method. The seven books in which ITIL is described,
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Support Delivery
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(Total: £ 434,95)

Figure 6.2. The ITIL books

are shown in Figure 6.2. The ITIL method recognizes a number of processes
at strategic, tactical and operational level. An exploitation organization should
include each of these in some form. ITIL is based on ‘best practices’ of British
government organizations. ITIL then, in cooperation with many other organiza-
tions, was extended further. The method in practice developed at the privatization
of the (mainframe) computer centres of the British government. The customers
of these centres started to ask themselves next, how they could make demands on
the services provided by privatized computer centres.

They realized that for doing this they had to have insight into the pro-
cesses that take place in these computer centres. This resulted in ITIL, a method
providing insight into the processes of computer centres, their proceedings and
their coherence. Based upon this insight into the processes one was able to agree
on quantitative criteria for the quality of the delivery of services and the quality
of products. These became the later service level agreements.

Angles

ITIL distinguished five closely connected angles on ITIL management
of IT facilities (see Figure 6.3). These five angles are:
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Figure 6.3. Cohering angles on the exploitation of IT

—the organization of the facilities. This goes into continuity management,
cooperating with third organizations, dealing with an evolutionary change
of the IT organizations, and realizing of radical changes in service pro-
cesses;

—managing of applications. This includes supporting the life cycle of soft-
ware, testing of new services and the care for making these services mesh
with the customers’ wishes. In this book the ASL approach to applica-
tion management is used. The reason for this choice is that ASL is more
complete and less aimed at sheer exploitation of IT facilities. The per-
son who performs application management, also recognizes his tasks in
ASL;

—the service delivery processes. This is where the more tactical tasks at
exploitation come into play. These are the tasks capacity management, fi-
nancial management, availability management, service level management,
IT continuity management and dealing with customers;

—the service support processes. This discusses the tasks needed for running
a service desk, for executing incident management, for problem man-
agement, for configuration management, change management and release
management;

—the IT infrastructure management. This includes network service manage-
ment, operations of IT facilities, management of local processing, instal-
lation of computers and maintenance on these and management of rooms
with subjects like cooling, electricity supply etc.
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Figure 6.4. TTIL tasks in service delivery and service support plus the operations task

Concentrating on service delivery and support

In the United Kingdom and the Netherlands, IT organizations often apply
service support and service delivery tasks in conformity with ITIL. The service
support set contains tasks at operational level. The service delivery set contains
the tasks at tactical level. In Figure 6.4 these tasks are shown and in Appendix E
these are explained in more detail.

Application of ITIL in IT exploitation provides insight into the coher-
ence of the tasks to be performed. These tasks are often performed by various
departments, whereby every department takes care of part of the task. Attuning of
tasks between departments is usually combined with measures at organizational
level and measures to provide the information needed to perform the task.

In Figure 6.4 the ITIL tasks are shown in such a way it is possible to
distinguish front-office and back-office tasks. It becomes clear which processes
are used by people that own or pay for IT facilities, for controlling the exploitation
organization and come to agreements about services to be delivered and the
level of these services. It also becomes transparent, where the questions from
customers enter the exploitation organization.



106 MANAGE IT! ORGANIZING IT DEMAND AND IT SUPPLY

Agreements with the owners of, or the people that pay for IT facilities are
translated in the back-office. Customers use these facilities and have then contact
with a service desk. If the service desk fails to find a solution within a given time,
the query is passed on to problem management. Next, under control of problem
management a solution is reached. The service desk reports this solution to the
users.

Owners of or payers for IT services and products request from an IT
organization services and products of a certain quality. These services are pro-
vided by the organization itself or by means of calling in suppliers. A demand
for services may lead to changes in the infrastructure to be managed and in
applications. These changes are implemented, tested and taken into production.
The control of processes in the IT organization from the contact with users or
owners is called the process approach of IT management.

The service processes in the front-office are started up by a customer
query. This query may arise any moment and the moment in time when action is
demanded cannot always be planned ahead. Service processes in the front-office
start service processes in the back-office. These last processes are set up more sys-
tematically. One doesn’t want the back-office running from incident to incident.

In Figure 6.4 is shown that owners of IT facilities and managers enter
into agreements with each other about the services to be provided. These agree-
ments are often in the shape of service agreements. Staff members of capacity
management, availability management, disaster management and financial man-
agement participate in the realization of these agreements in order to see what
the impact of the owners’ query is for the IT configuration, its use and the costs
involved in this. After conclusion of a service agreement the provided service is
periodically reported on.

Example

The immigration and naturalization service demanded a 7 x 24-hours
availability of the central register aliens (part of Dutch immigration services),
with the normal response times and security. Any incident within the application
also had to be fixed within fifteen minutes. At translating these demands
into IT facilities two aspects are involved. Firstly, getting the functional and
performance requirements clear and also their translation into action to be
carried out and the responsibilities for the front and back-office. Secondly, the
set-up of the organization in order to substantiate the agreed functional and
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performance requirements. These actions could mean two people having to
work in five shifts and charging at the appropriate expense level.

Change in the exploitation environment is carried out under coordination of
change management. These changes could be different in nature. These could be
implemented systematically; these could also have more of an ad hoc character.
Changes of a more ad hoc character are showstoppers. These are calls that come
in at the service desk and have to result in immediate action of the back-office.
In that case, there are incidents of such a nature; the supporting primary process
had ground to a halt. When this happens, the service desk reports the show-
stopper to problem management; they immediately start an investigation into
the problem and find a solution. Implementing of the solution takes place un-
der coordination of change management. Through change management release
management is brought into action, the production environment adjusted, the
change implemented and the configuration updated. In order to get an approving
audit certificate this process may be provided with extra guarantees. An exam-
ple of this is the requirement that application of the change in the production
environment by the IT department is only done in the presence of at least one
member of staff of the internal control department.

Example

If a customer reports a function of an application can not be used
and it is clear that the other 10,000 customers of this application also have
this problem and this function is used by each and everyone of them at least
100 times a day in their work, action has to be undertaken. This is called a
showstopper.

Furthermore it is possible to arrive more systematically at change in the config-
uration. In this case, this is called implementing a new version or a new release.
Other more systematically carried out tasks are keeping the IT environment in
production day-in day-out.

ADVANTAGES AND DISADVANTAGES
OF INTRODUCING ITIL

The organization that manages the ITIL method has indicated what the
advantages for an organization could be, when implementing ITIL. In Figure 6.5
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Figure 6.5. Advantages of the implementation of ITIL according to the OGC

these advantages are listed. Studying this figure, it is obvious these advantages
are caused by improved structuring of work processes. At the same amount of
work this results mainly in savings on labour.

Schreuder (2001) has also researched the effects of ITIL. He examined
the service desk processes because these processes are often the starting point
at introducing ITIL. By means of in-depth interviews with heads of the service
desk and by means of a written survey of employees of service desks he carried
out his research. In Figure 6.6 the views of the employees on the use of the
method are shown. Schreuder concluded that, when striving for better quality of
labour, introducing ITIL may result in better functional contacts, a more evenly
balanced distribution of work, a clear view of the results of the work and a clear
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Figure 6.6. Advantages and disadvantages of ITIL according to the employees

and transparent work structure. At the same time, introducing ITIL may mean
that employees experience their work as less varied, less challenging and get
less opportunities for fleshing out their job. The structuralization may also cause
decreasing possibilities for social contacts and make it easier for the management
to control the work.

A FEW ITIL PROCESSES IN MORE DETAIL

Next, a few ITIL processes will be discussed in more detail. These are
the process service desk, the process service level management and the process
availability management.

Service support

One of the processes in the ITIL service support set is the service desk
process. In Figure 6.7 the flowchart of such a service desk process is shown. This
flowchart shows how a call goes through four phases: registration, classification,
investigation and diagnosis and finally providing a solution. During these four
phases the status is guarded. Does it take too long to come to a solution; the
call is transferred to a back-office-process, problem management. The solving
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Figure 6.7. Process of a service desk

of a problem may lead to immediate action; it may also lead to a proposition for
including the solution in the next version or release of the IT facility.

A service desk may be designed in many ways. If there are usually a lot
of calls to be dealt with, a certain degree of standardization has to be achieved in
the completion in order to enable guaranteed reasonable elapsed times. One will
then often choose to put the most commonly appearing solutions on an internet
site. If one usually doesn’t get that many calls, one will be able to supply a larger
diversity of services. This may sometimes even be tailor made. The services
provided by the service desk therefore may be shaped according to the number
of incoming calls.

Anyway, after the service has been in production for a while, the nature
of the incoming calls usually changes. The technical problems have usually
been resolved by then. By that time customers ask more often for user support
and spontaneously report possibilities for improvement. In Figure 6.8 this is
shown. From Figure 6.8 it also becomes clear that the incoming call is registered
in every case. This way, a memory is created: that way the service provider
gets a better idea of what to expect. He is able to anticipate questions, he is
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Figure 6.8. Changing types of calls at a service desk

in almost all cases able to deal with calls immediately without mobilizing the
back-office and he is increasingly more able to meet the real requirements of the
customers.

The service desk process is often supported by IT to a high degree.
Figure 6.9 shows examples of this support. The figure also gives examples of
services provided by the service desk.

The figure distinguishes between a primary and a second-line service
desk. The primary is specialized in dealing with the bulk of the questions, the

‘ Call center facilities through a telephone exchange and personal computers |

First and second-line
service desk: Services: 1. dealing with telephone 24/7 with 99% within 40 seconds
2. dealing with e-mail in 99% with 12 hours
. top ten calls and solutions on intranet/internet
4. enabling customers to track progress and next look
in knowledge database/call database/configuration
database.

L3

Both have:

- a clearly interfacing
work process
with clearcut
responsibilities

- services with transparent | Applications: 1. predictive dialling warning when service is interupted
service agreements . call center facilities for service control
. intranet/extranet facilities for self help with knowledge databases
work flow control with alert possibilites coupled to
applications. service contracts
. Scripting, helping less trained emplovees to deal
. data mining possibilities for resolving calls.
. rapportage possibilities on service levels

]

- the same supporting

=1 o

Figure 6.9. Support by IT
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second-line deals with queries in a certain field and/or more in depth queries. An
example of this is a primary service desk that mainly deals with authorization
problems and a second-line involved in dealing with substantive questions about
the usage of the ERP system.

Service delivery

Of all the processes in the ITIL service delivery set, here we would like to
discuss the process service level management and the process availability man-
agement. Service level management includes the processes for planning SLA’s,
attuning, developing, agreeing, checking and reporting on SLA’s, plus reviewing
service performances. This makes it possible to ensure the required service is
supplied at the right quality level and this quality is improved step by step.

Service level management

The chapter about service level management in the book ITIL service
delivery is arranged as seen in Figure 6.10. The figure indicates, what the critical
factors of success are for a service and how these can be made measurable. ITIL
considers the following factors as critical factors of success for the set-up of
service management in an organization:

—the percentage of services, of which SLA’s have been concluded;
—the fact whether the performances as agreed are checked and measured in
the SLA’s and whether or not these are reported on regularly;

Introduction: why, goal.scope. basic concept

The process: benefits. costs, problems

Planning the proces=» SLA's

Implementing the process: concluding, setting

up. monitoring, review

Ongoing process

SLA contents and key targets

Key performance indicators

Annex. The service level manager
Example simple serv.catalogue
Example SLA Man. Chart
Framework SLA

Figure 6.10. Subjects in the chapter about service level management in conformity with the
OGC
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—the fact whether review meetings are held and whether reports are made
of these meetings, in which agreements are registered;

—the fact whether there is written proof that these agreements are turned
into actions;

—the fact whether the SLA’s and contracts are up-to-date. It is advisable to
check the percentage SLA’s that hasn’t changed in two years.

—the percentage of the set service goals that is achieved. This goes into the
number and type of serious failures.

—the manner in which serious failures are dealt with;

—the gradual improvement in the view of the customer;

—the cutback in costs for unchanged IT facilities.

Service manager tasks

Tasks of the service manager are, according to the OGC, the organization
that manages the ITIL method, amongst other things:

—keeping a services catalogue up to date;

—making and maintaining an organization for service level management
with SLA’s, in which there is also room for managing contracts with ex-
ternal parties;

—leading of programmes for improving the quality of the services;

—negotiating and concluding service level agreements with internal and
external parties;

—analyzing and reviewing the performances with regards to the agreements
as concluded in the SLA;

—producing service reports and discussing these with contract partners;

—annually performing reviews on the service level management process.

Availability management

An example of a back-office task at tactical level is availability manage-
ment. This process gains importance because of the increasing independence of
operational IT processes. The costs of not being available are the sum of:

—the costs of using IT for solving the problem;

—the costs of the loss of user time;

—the costs of the impact the lack of service has to the customer and his
organization;
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Figure 6.11. Possibilities for enhancing the availability of IT facilities

—and other costs, such as costs of overtime, the costs of temporary workers
for repairs, the costs of advances, the costs of fines etc. etc.

No wonder, organizations consider achieving an increasingly higher de-
gree of availability. Figure 6.11 shows that higher levels of availability can be
accomplished by setting up service management, removing single points of fail-
ure by duplicating parts and also by multiple execution of IT facilities as a whole.
In Chapter 15 the method to be used for this is systematically discussed.

Looking at availability one may conclude that availability figures are
often expressed in IT terms. One speaks of percentage availability during the
planned opening hours of an IT services, the number of times the service was
not available etc. For users of the service these numbers have limited use. An
user experiences him-self how frequent the service or a product is not available.
He has to cope with the duration of the non-availability and the effect of this on
his own organization. He would prefer to see non-availability indicated in his
own terms, such as the number of lost user minutes or the number of transactions
that weren’t realized as a result.

OTHER METHODS THAT INDICATE THE
PROCESSES AT IT EXPLOITATION

Other methods

Having discussed ITIL, we will go into four other methods for setting
up the exploitation of IT facilities. These are Microsoft MOF/MSF and TMN/
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eTOM, both recommendations of the ITU (International Telecommunications
Union).

The reason for this is that every method can put its own accents on the
exploitation of IT. Van Hemmen (1997) has listed these accents for a number
of methods. He looked at the object of management, the focus of the method,
the acceptance of the method in the market and the type of processes (func-
tional management, application management or exploitation) the method sup-
ported. We will do the same here, having chosen four methods, that is to say
MOF/MSF and TMN/eTOM. The reason for this choice is that TMN/eTOM
are recommendations of the ITU and TMN as such is frequently used in the
telecommunications-industry (€TOM is still too young for this) and Microsoft is
the dominant player in the field of personal productivity tools in organizations.
We start with the Microsoft methods.

MOF and MSF

Microsoft has two methods in the field of IT management: the Microsoft
Operations Framework (MOF) and the MSF (Microsoft Service delivery Frame-
work). The first framework focuses on the exploitation (‘run IT right’), whilst
the second focuses on the implementation (‘build IT right’).

In Figure 6.12 the Microsoft operations framework is shown. The frame-
work has four quadrants. Each quadrant focuses on a different task of the day
to day IT management. The four tasks distinguished in MOF are: exploitation,
support, optimalization and change. Before an IT facility can change quadrant
a review takes place. Each review has an output. This could be, amongst other
things, the approval for a version to be made, the approval for an implementa-
tion and comparing exploitation with the concluded service level agreements. In
these reviews the following six roles have to be considered:

—the security role: this role takes care of virus protection, protection of the
intellectual property, network and system security, discovery of intrusions,
auditing and looking after the compliance administration and performing
contingency planning;

—the role of the partners of the management organization: this role deals with
the sellers of the IT facilities, the companies for facilities maintenance and
other supporters like cleaners and electricians, the suppliers of managed
services, outsourcers etc.
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Figure 6.12. Microsoft Operations Framework

—the roles for release of new versions and releases. These take care of change
management, release management, configuration management/asset man-
agement, software distribution/licences and quality assurance;

—the IT infrastructure facilities role: this role takes care of capacity manage-
ment, the architecture and its realization, cost management and the means
and long term planning;

—the support roles: this looks after the tasks service desk, exploitation sup-
port, problem management and service level management;

—the exploitation role: this looks after the monitoring and the key perfor-
mance indicators; it performs the operations tasks for the databases and
the network, availability management and network administration.

MSF

Microsoft solutions framework is about implementation of IT facilities.
It distinguished in this a set of successive processes. These are executed by small,
parallel working teams. The different processes are: idea development, planning,
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building of the IT facility, ensuring stabilization and rollout. Per phase products
are delivered and roles for teams can be discerned (see for example Figure 6.13).
The teams concerned are involved in:

—programme management;

—building of the product and surrounding service;

—testing of the product and the service;

—release management: controlling SLA’s, building of test environments,
etc.;

—exchange of user experiences;

—product management.

Apart from the team and the process model, MSF provides advice for
implementing with as little risk as possible, ensuring a basis, amongst other
things by training people, and for executing projects.

TMN model

Another model for structuring IT exploitation is the TMN model. The
TMN model is based on recommendation M3010 of the International Telecom-
munications Union. In this recommendation it is remarked that, at exploitation
of IT products and services, a common basis is known for the information on se-
curity, used or to be used configuration, costs made, availability of the IT facility,
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Figure 6.14. Processes model TMN of the ITU (recommendation M3010)

experienced incidents or problems and reports at the service desk. TMN remarks
furthermore that this information can be used for decisions on different levels.
In order to obtain the information, functions have to be included in hardware
and software. These functions communicate in a standard fashion with other
software and/or hardware.

In Figure 6.14 the process model for TMN (Telecommunication Man-
agement Networks) is shown. We see in this model a distinction between cus-
tomer care, services building and management processes and network and trans-
action management processes.

eTOM-model

The TeleManagement Forum, an international consortium of service
providers in the communications field, has, using TMN as a basis, brought out a
new proposal for the set-up of processes at services in this sector. This proposal
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Figure 6.15. Processes model eTOM of the ITU (recommendation M3050)

was officially recognized in March 2004 as recommendation M3050 of the Inter-
national Telecommunications Union in the field of telecommunication (ITU-T).
In Figure 6.15 this process model, named eTOM or Enhanced Telecom Oper-
ations Map, is indicated. The ITU states the following about the relationship
between TMN and eTOM in the press release in which the eTOM recommen-

dation is announced:

“Network operators and equipment suppliers will be able to
use eTOM alongside existing ITU-T guidelines for telecommu-
nications management defined in its Telecommunication Man-
agement Network (TMN) specifications for internal processes
re-engineering, partnership management, and product and ser-
vice specification. Indeed eTOM will become an important part

of TMN.”

In eTOM, the dichotomy between development and maintenance and
exploitation this book started with in Chapter 1 can be seen again. Apart from that,
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both sections of eTOM include the stratification of the TMN M3010 standard.
There are customers’ processes, there are service processes, and there is technical
execution.

QUESTIONS

1. Give the floor plan of a computer centre. Name four requirements, one
pays attention to when setting up such a centre. Illustrate each of these
requirements with an example.

2. Which performance requirements do computer centre facilities have to meet
and how are these requirements met?

3. Name a number of preventive measures for improving the availability of
computer centres.

4. How are computer centres controlled? Provide an example of each method
of control.

5. What does the administrative organization of a computer centre entail? Ex-
plain your answer by providing three examples.

6. What does ITIL do? What angles does ITIL have?

7. Name the ITIL service delivery and service support processes. Give an
example of five of these processes.

8. What are the advantages of introducing ITIL? What are the disadvantages?

9. How does the service desk process a call? How is the service desk designed?
What does this design depend on? Illustrate you answer with an example.

10. How does the nature of the call for a service change with time? What does
this mean for the input of people at the service desk?

11. What is service level management? What are critical factors of success for
service level management in an organization?

12. Whatis availability management? Why is this important? What are the costs
of non-availability then? Illustrate your answer by giving an example.

13. How are the Microsoft methods for management put together? How would
you position these management methods using the Van Hemmen method?

14. What is TMN and what is eTOM and what are the starting points on which
TMN and eTOM are built?
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Chapter 7

Organizing IT Tasks and Processes

Pay per view is in this case the same as pay for use: IT organizations are
organized in such a way, they are able to respond flexibly to the demand.
IBM calls this on demand computing, HP speaks of the adaptive enterprise,
Microsoft talks about the dynamic systems initiative and Gartners’ term is
the real time infrastructure. It all boils down to the deliberate structuring
of the IT tasks in organizations in such a manner that it is possible to
change capacity flexibly in IT facilities; one runs relatively little risk of the
facilities being too expensive or that they do not work. The predicted result: in
2006 there will be 30% less money to be spent on facilities as comparable to 2004.

Philips Semiconductors and computer supplier HP work at realizing shared
service centres. The aim is to be able to control eighty IT-shops that currently
cost over one hundred million euro a year, from five locations. At the moment
all eighty still have their own IT organization. Philips Semiconductors will this
way arrive at the remote controlling of the eighty centres and each control
centre controls at least fourteen physical locations. This is probably a first step:
because why wouldn’t one be able to use two or three physical centres worldwide
in the long term, that are remote controlled and operate almost without staff?]

121
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Where would the staff of the back-office be located? With an hourly wage of 50
eurocents per hour in Asia compared to 17 euro per hour in Western Europe,
an organization has to consider the positioning of the tasks to be performed.
Labour intensive work that needs 500 people, costs per hour ceteris paribus
at 50 working weeks per year and 40 hours per week 5,000,000 euro in Asia,
compared to 180,000,000 euro in Western Europe. The question is however, how
long this labour-intensive character will persist. Should one not immediately
deskill work that can simply be replaced by IT ?

Contents of this chapter

Utility computing, reflection on shared service centres and consciously
dealing with outsourcing, are currently subjects of the day in organizations think-
ing about organizing IT facilities. In the previous chapters, the tasks needed in
an IT organization were discussed. This chapter shows how these tasks can be
set up within an organization. Organization of IT tasks is thereby considered an
application of the principles of organization. The developments in the principles
of organization since 1985 are outlined and their impact on organizing IT tasks
is made clear.

The chapter next presents four points of particular interest when orga-
nizing tasks. These four points of interest are the care for coordination of tasks;
organizing it so that everyone has the information needed for performing their
task at their disposal; reckoning with impact of new technology on the set-up of
the organization and the awareness one can practice tasks at different skill levels.

The theory is then applied to larger and to smaller organizations and tries
to provide insight into what an organization looks like when one has recognized
IT tasks according to ASL or ITIL and these are designed within one’s own IT
function. This leads directly to the question whether one should include all these
tasks in the in-house organization or whether one also could outsource some
tasks. Criteria that come up for discussion in this decision-making process are
discussed. Finally it is indicated what one should organize, if one wants to deal
effectively and efficiently with the outsourcing of tasks.

TRENDS IN ORGANIZATION THEORY

Organizing IT Parker-Priebe (2000) looked at the way in which large
organizations control their IT input. She indicated that this control of IT is



Organizing IT Tasks and Processes 123

~ 1985 Porter: organizations exploit their relative advantage. the market is not perfect
p— . The eighties:
1986: Lorch et al: the culture of enjoying change = '
™~ — il
1987: Beckhard: transition is control of complex changes - redesign
~— - relative advantage
1988 Parker et al: information economics for alignment - virtual
S
1989 Hammer: business proces reengineering
Scott Morton et al: the networked organisation
Senge: the learning organization.
The nineties:
1993 Venkamatran: evolutionary change through IT application
—* - measuring
1996 Kaplan et al: the Balanced score card _ sourcing
1997 Hamel et al: concentrating on the core ‘

1998 Bradley et al: from make and sell to
sense and respond * utility computing
* fading away of physical control
advent virtual control

Figure 7.1. Thinkers about the theory for structuring organizations

influenced by developments in the principles of organization; and these develop-
ments saw a few milestones over the past 25 years. Parker (2000) sums them up
for us (see Figure 7.1). Application of the lessons results in one realizing that, if
the technology enables this, organizations to day strive to set up their IT facilities
as flexible as possible, want to have these at their disposal as cheaply as possible
and that the risks to be taken have to be surveyable. This is the basis for the rise
of utility computing and shared services. Utility computing means paying for IT
services on the basis of usage, shared services implies the maximum bundling
of the organization of the supply of services in the functional management area,
application management and/or exploitation area. How did one arrive at this?

The eighties

The eighties saw the vast rise of IT. The personal computer was in-
troduced and the use of networks grew. Organizations starting to realize the
technology enabled them to organize their tasks differently and that whoever
went about this in the smartest way, at least had a temporary advantage over his
competitors. Redesigning of tasks occurred and that could lead to a virtual way
of organizing. In virtual organizations there is no need to sit in the same office
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building, as long as one can contact each other through the network. Porter stated
this could result in competitive advantage. Parker with his information economics
figured out what the costs/benefits were. Beckhard discussed the change process
for realizing a different set up of tasks and Lorch taught us organizations have
to create a culture in which people do not mind change. The decade was closed
with publications on business process redesign, the new networked organization
and the permanent learning of organizations.

The nineties

In the last ten years of the 20th century these concepts expanded. The
technique lent a hand because the arrival of the browser made using internet
possible for everybody and made the networked organization of Scott Morton
(1989) more familiar. Venkamatran et al. indicates how organizations can an-
ticipate on the new opportunities the technique offers. He states that networks
offer possibilities for dealing with customers in a different manner, configure the
operational processes differently and provide an organization with faster access
to the know-how needed for the working processes.

Venkamatran has a step-by-step plan to do this. He indicates that in
the first instance processes should run more efficiently. A next phase looks at
the added value processes may offer to organizations and whether these could
not have been done by third parties. Finally, one enters into relationships in the
shape of networks and the network economy arises. Consortiums of organiza-
tions cooperate in order to provide customers with an optimal offer. Bradley et al.
add to this in 1998 in stating that arriving at the digital firm often implies that or-
ganizations evolve from producing in stock (‘make and sell”) to making products
based upon customers’ orders (‘sense and respond’). Hamel and Prahaled (1997)
remark that organizations should limit themselves to their core activities and ex-
ecute these optimally. Kaplan (1996) states that one can control this optimal ex-
ecution and this control should be quantitatively underpinned. He comes up with
the balanced score card, a number of indicators in different fields, that indicates
how an organization performs. These years can be typified in two sentences:

—knowing where and about what one talks, therefore measuring;
—and work out whether to perform the task in-house or outsource it.
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Figure 7.2. Goal, process, control and information at IT organizations

Today

From the previous text, one may draw the conclusion that technology
can enable organizations to implement any operating method. By going through
the points one has to consider at setting up an IT organization and assuming that
based upon the goals the processes are set up and these are controlled with the
aid of information, Figure 7.2 is created. This figure shows that:

—the goal is to deliver products and services in a certain manner;
—and that the IT organization to this purpose has set up front and back-office
processes at various levels.

Shared services

Furthermore, organizations want to achieve efficient and effective ser-
vices. This may result in setting up shared service centres. The set-up of shared
services often leads to simultaneous standardization of IT facilities. It can also
result in dealing more subtly with outsourcing of tasks.

To start with, let us go into shared service centres. Various types of
shared service centres exist. In shared service centres for the exploitation of IT
facilities, storage, processing and transport functions are consolidated. Shared
services in the field of competencies—the so called competence centres—for
certain applications are used to combine knowledge in a certain field. That means
the knowledge and experience concerning for instance ERP-applications are all
concentrated in one location.
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Motives for arriving at shared services are (Strikwerda, 2003):

—achieving cost reduction;

—creating more coherence and achieving better transfer of knowledge;
—increasing quality and professionalism in the long run;

—enabling better control and having more overview on outsourced tasks;
—being able to start and realize innovations faster;

Concentration of tasks in shared service centres is often accompanied
by standardization of objects used in the IT architecture and organization of the
purchase of these objects.

Comparative advantage

Top-down thinking about the organization of IT facilities, results in
distinguishing tasks and processes within these IT organizations and may lead
to consideration of other organization concepts. Organizations are increasingly
able to determine rationally where each process is to be located. This means a
different outlook on insourcing and outsourcing of tasks.

Where a task is performed may follow from analyses of the relative
advantage that one geographical area has compared to another. Advantages of a
certain area can be, for example, stable government, favourable legislation and
lower labour costs. Disadvantages can be the lack of a knowledge infrastructure
and obstructive legislation.

POINTS OF INTEREST IN SETTING UP
ORGANIZATIONS

With these trends in the back of our minds, we look at setting up IT
organizations. This can be approached from four perspectives:

1. Organizations are associations, in which coordination of tasks is
achieved. Mintzberg (1988) demonstrated in this field that there is a
relation between the manner in which coordination of tasks in an orga-
nization takes place and its organizational form. Every organizational
form has its own design parameters and more often occurs under certain
circumstances (see Figure 7.3).
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Figure 7.3. Coordination of tasks within an organization and matching organizational forms

2. Organizations want to be able to control their tasks and this requires
the necessary information to be available. An organization may take ex
ante measures in order to ensure date becomes available in a reliable
way. Ex post it has to be checked whether this data is indeed correct and

complete.

Technological progress provides an organization with a chance to rethink
its set-up. The network economy leads to reduction of the costs for
information and communication and therefore offers possibilities for
controlling organization parts differently or executing tasks differently.
Shared service centres, already technically possible, become affordable
and can be realized without any unjustified risk. The fact is that the

reliability of networks has strongly increased.

. Organizations choose the level, on which tasks are executed. Five levels

can be distinguished: reactive, process-oriented, system-oriented, supply
chain-oriented and transform and excel. These levels have been derived
from the model of the European Foundation for Quality Management

(EFQM-model).
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All four perspectives will be explained below, each time finding a con-
nection with the organizing of IT tasks.

Coordination of tasks

Organizations exist through application of distribution of work. IT tasks
are executed by organizations. Distribution of work means that specialization
takes place on the execution of a certain task. A task includes one or more activ-
ities. Distributions of work are constantly in development, resulting in possible
changes in many activities within a task. The existence of distribution of work
in practice leads to the work carried out by certain individuals or parts of the
organization having to be geared to each other. Mintzberg (1988) demonstrated
that the dominant manner of coordination of tasks in an organization coheres
with the way in which an organization is structured. The organization structure
doesn’t just come out of the blue, according to him. Mintzberg recognized six
organizational forms: the simple structure, the machine bureaucracy, the pro-
fessional bureaucracy, the division form, the adhocracy and the mission organi-
zation. Each of these organizational forms has its own way of coordination of
tasks. In each organizational form the emphasis lies on a certain part of the or-
ganization. Each form has its own interpretation of the design parameters for
an organization. Finally, certain organizational forms are found more often than
others in certain situations. Figure 7.3 shows per organizational form the way of
coordinating tasks—the most important part of these organizational forms—its
design parameters and the situations in which these organizational forms are
mainly found.

For the execution of IT tasks, functional management tasks, application
management tasks and exploitation tasks have to be recognized. For each of the
six structures as recognized by Mintzberg, one can indicate who decides on these
three. Let us go through these six organizational forms in more detail.

The six organizational forms and the triple
IT-management model

In the simple structure, the company boss decides on each of the three
tasks. The tasks for application management and exploitation will often be out-
sourced. Decision-making with regard to the functionality in a simple structure
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usually means choosing between the functionality of various standard solut-
ions.

In the machine bureaucracy the technicians in staff functions decide on
the three tasks of management. This type of organization moreover uses predom-
inantly standard packages. Functional management then amounts to choosing
for the functionality of a certain solution. The remaining functional management
is carried out at the suppliers’. In this type of organization, exploitation will more
often than not take place in-house.

In the professional organization, the situation with regard to the stan-
dard solutions for maintaining the financial and personnel administration (the
secondary processes) is comparable to that of the machine bureaucracy. With
regard to the primary processes, the trend also goes in this direction but for the
time being it is still the professionals that determine the IT facilities that sup-
port their primary process. In this situation the allocation of tasks for this last
mentioned type of provisions is comparable to that of the simple structure.

In the divisionalized form the situation is less clear. With regard to the
secondary provisions the Executive board has the casting vote. Regarding the
primary processes the divisions have the casting vote.

This way it is possible to interpret the responsibilities for the tasks of the
triple model for each of Mintzberg’s organization structures. These tasks may
be executed in-house, these may also be outsourced.

Information function

When setting up the organization it is also important to reckon with the
information needed for controlling the processes to be set up. Starreveld et al.
(2003) perceives that a reliable information function in organizations makes de-
mands on the structure of an organization. He also states that the actual informa-
tion has to be periodically checked for its accuracy with regard to contents. This
prevents organizations discovering too late that the required information is not
present and/or the information that is present is not optimal as regards to content.
Starreveld et al. (2003) states that:

1. organizations have to structure themselves in such a way that reliability
of information is an integral part of the manner in which data is collected.
Organizations have to consider which data they need for controlling
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their processes. Next they have to allocate responsibilities internally for
collecting this data, reckoning with the necessary separation of respon-
sibilities. Determination what data is needed; saving the required data;
performing data collection and checking of the data have to be prefer-
ably carried out by individuals with incompatible interests. In functional
and application management organizations, with often labour intensive
work, this means that time registrations are signed by managers. In ex-
ploitation organizations, that are strongly capital-intensive, this means
that orders are placed by someone other than the person that receives
the orders.

. organizations must, apart from this, periodically check the correctness

of the information. These checks include running through whether:

—a supplier was actually allowed to supply the data supplied by him.
This is called the authorization check. The authority of the signatory
is looked at.

—the supplied data tallies with the physical reality. Are the items on the
packing note actually present in the computer room?

—the data is actually reliable. One asks oneself for instance, whether the
data definitions correspond? Was the data collected at the right time
and does this justify the conclusions? Is corroboration between data in
fact possible? Can one have the data at one’s disposal on time and is
this data sufficiently accurate? Apart from all this the data is checked
for obvious measuring errors.

Impact of the advent of other technology

A third perspective on the set-up of organizations is the one that veri-

fies the impact of the use of technology. The Galbraith theory provides leads.
Galbraith (1973) investigated the influence of improvement of the information
function concerning the structure of an organization. Galbraith ascertained that

the structure of an organization is determined to a high degree by the possibilities

the organization has for processing the necessary information. He discerned two
situations (see Figure 7.4):

(a) through organizational measures, organizations endeavour to seek to

avoid the release of too many coordination problems through the hier-
archy and clogging the hierarchy with the vast number of problems one
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Figure 7.4. The Galbraith theory

has to deal with. The management of an organization does leave some
elbowroom, allowing more time to mull over a decision or one makes
organizations autonomous, so the base can decide for themselves;

(b) one improves the information flow between divisions of the organization
and that way prevents the hierarchy getting obstructed with requests
for decisions. There are two ways of doing this: one can improve the
circulation of information through the organization, or one can make
connections between the various departments. These departments will
then exchange information, without forwarding their questions to the
higher management.

The Galbraith theory teaches us that this improved information function
makes it possible to quickly set up organizations, with less elbowroom and it is
also possible to adjust business units faster. This way the input of technology
may not immediately result in centralization and concentration of tasks. It does
however lead to the awareness that the technology as available in the network
economy calls for recalibrating of existing organizational forms. The Philips
Semiconductors example at the beginning of this chapter makes it clear that an
improved information function is the basis for achieving shared services.

Choosing an operating level

A last point of particular interest at setting-up organizations is realizing
that an organization has a choice with regard to the level on which they execute
its tasks. This level of task execution can be indicated in the shape of a model.
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There is for instance the CMMI (Computer Maturity Model Integrated), the
model as supplied by the European Foundation for Quality Management, the
service management CMM and the world class IT management model. Using
a model may help if one wishes to optimise a process in an organization. It
provides an impression of the current quality of the services provided and where
to find room for improvement. At a study into the level of execution of IT tasks
for an e-portal Giesberts (2002) investigated said models. He ascertained that
an IT organization could operate at five different levels (see Appendix F). He
typified these levels as:

1. an IT-organization working in a reactive way: At this level skill is highly
valued and supported by training. In case of complaints the IT organi-
zation tries to remedy these. One is product-focussed. The organization
has function descriptions but no process descriptions. Serious events
are reported. Knowledge is not structurally recorded or transferred.
Training is aimed at increasing skills. The customer is not part of the
picture;

2. a process-focussed IT organization: the organization has grouped and
described cohering activities in processes. Individual steps in the process
are identified; tasks and responsibilities are fixed. Performance indica-
tors act as means of control. Processes are improved on the basis of es-
tablished problems. Costs and planning are safeguarded using methods
and aids. Process owners are responsible for progress of the processes.
Staff skills are trained and proposals for improvements are stimulated.
Reproducibility is the norm;

3. a proactive, system-focussed operating IT organization: works on
improvement of the IT organization as a whole. The feedback loop is ap-
plied. Customers’ focus dominates the policy, which is aimed at prevent-
ing problems. The responsibilities and the mutual coherence between
processes and the departments involved are in view and recognized.
Policy for the IT organization is assessed together with the employees
on desirability and feasibility and translated into measurable objectives.
Progress is measured and evaluated. Audits and trend analyses are used
for introducing improvements pro-actively. An integral training plan is
in place and the IT organization knows its needs for personnel in the
long run;
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4. an IT organization aimed at cooperation with partners within the chain.
The IT organization strives for maximum added value. It is determined
per partner who is most suitable for performing a certain task. Con-
trol systems are connected with each other. Innovation is paramount.
Exchange of information takes place structurally with clients, users,
customers and suppliers. This and evaluations of the organization’s per-
formances, form a means of control for the IT organization. One matches
oneself to the best organizations in the branch. Personnel policy is an
integral part of the organizational policy;

5. an IT organization capable of continuous transformation of the service
chain: The process of continual improvement is embedded in the struc-
ture and culture of the organization. Based upon a long-term outlook the
sails are trimmed with the wind in time and new activities started. The
organization anticipates future developments and adjusts its processes
accordingly by collecting information actively and structured. At outlin-
ing a policy one looks further than the own organization. The employees
are able to direct their own training and careers.

An IT organization or a part of the IT organization can be positioned at a
certain level. Reaching a higher level is only then possible, when the requirements
of the previous level are met. Most IT organizations function with regard to their
operating level at level 1 or 2. This is because descriptions are not present for
all processes or because one does not have a policy explicitly translated into
measurable standards or because insight into the need for personnel in the long
run is lacking.

THE THEORY, THE IT ORGANIZATION AND THE
ITIL, ASL AND BiSL PROCESSES

The result

We have discussed the various perspectives on setting up organizations.
In previous chapters we got to know a multitude of processes in the fields of
functional management, application management and exploitation. Furthermore,
there is a trend towards utility computing and shared services. Finally we have
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Figure 7.5. Set-up of IT functions in conformity with Uijlenbroek (1999)

research as done by Uijlenbroek et al. (1999) at our disposal about the set-up of
the IT function in organizations. This research states that IT organizations as they
have to deliver more diverse products and services will split off certain tasks.
The policy for the IT architecture, IT contracts and the check on the execution
of this policy and the compliance with these contracts, will than for example rest
with management units or competence centres. The functional management can
become a demand organization in the business units and IT houses execute the
application management and exploitation tasks. Figure 7.5 shows the result of
the research by Uijlenbroek et al. (1999).

Using knowledge of ASL, BiSL and ITIL, trends and research results
for a background, we are able to indicate the possible set-up of IT organizations
in the year 2007. This can be seen in Figures 7.6 and 7.7.

Figure 7.6 shows that functional management in smaller organizations is
often designed as a separate information management unit. This unit, as dictated
by BiSL, executes the tasks, entirely or partly. The organization usually procures
standard IT facilities. The application management of these IT facilities is located
with the supplier of these. This supplier carries out the tasks indicated by ASL.
Concerning exploitation the organization may have decided to outsource the
exploitation in its entirety, partly or not at all.

In larger organizations the set-up of IT function has a more complex
character. Functional management is carried out at different levels in the organi-
zation. It is often determined centrally and in one location what the organization
of the information function and the side with regard to content of the information
function have to look like. In the business unit the more operational BiSL tasks
are carried out. Application management is sometimes carried out by the orga-
nization itself. Sometime standard IT facilities are used. The business units are
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in daily contact with the suppliers of these IT facilities. The central functional
management organization sets the frames for contractual agreements to be made,
concludes the contracts and evaluates these. Application management tasks as
described by ASL are found in one’s own application management organization
and at the suppliers of standard IT facilities. The same situation occurs both in
the field of application management as well as in the field regarding exploita-
tion tasks. The processes as named by ITIL can be regained in the in-house
exploitation organization and in that of suppliers of exploitation services. Con-
trol regarding contracts is dealt with centrally; the every day contacts may lie at
a lower lever in the organization.

WHO PERFORMS THE PROCESSES: INSOURCING
AND OUTSOURCING

Do-it-yourself or outsourcing

The preceding already indicates that organizations have to decide
whether to perform IT tasks themselves or have these performed by others.
In practice, organizations operate very differently in this field. They seldom out-
source their entire IT facilities all at once. They more often than not decide to
outsource part of the tasks. This has everything to do with the way these facilities
are looked at. This view is increasingly more businesslike. Part of the tasks can
so be outsourced for a number of reasons. These reasons can be that:

—an organization does not have to acquire and maintain IT knowledge;

—one can be operational quicker;

—one wants to prevent having to set-up an exploitation environment that is
7 x 24 hours operational and guarantees 99.99% availability;

—one runs less risk of taking the wrong decision. Outsourcing can as it
happens work like a subscription. One pays an amount of money per
period and is able to cancel one’s subscription after a given time;

—one can achieve costs reduction in a chain of partners. This is because the
necessary management tasks are executed in one single location.

There is so a shift in the reasons organizations use when deciding about
outsourcing. Figure 7.8 demonstrates this. In this figure the shift of reasons for
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Figure 7.8. Shifting of the reasons for outsourcing IT tasks since 1995

outsourcing is shown. The current reasons for choosing for outsourcing are of
an out-and-out businesslike fashion. One just wants to see the needed services
delivered more cheaply. One wants to be able to launch new products and services
quickly on the market. One wants to have the IT facilities at one’s disposal flexibly
and controllable. Furthermore, the organization wants to be able to limit itself to
its core activities.

Technical possibilities

The decision for arriving at outsourcing is so increasingly a decision
of businesslike nature, in which the importance of IT and the knowledge and
skills the organization wants to acquire and maintain also play a part. Apart from
this, the possible forms in which IT services are delivered change technically.
Internet technology enables different forms of outsourcing, such as for example
through webservices. This shift with regard to possibilities is shown in Figure 7.9.
The first two possibilities as indicated in this figure, have already been known
for some years. The third possibility became feasible because of the advent of
internet technology. It is called application service providing (ASP). This means
one supplier enables a number of users to use an application at a set price per
month. To this purpose, the users have a browser at their place of work. Let us
have a closer look at the three possibilities as outlined and their advantages. The
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Figure 7.9. Different technology, different possibilities for sourcing

first possibility is hosting of facilities for transport, storage and processing. An
example is placing the hosting of processing and storage facilities for internet
sites at a supply organization.

Example

Altavista’s site in Palo Alto accommodated in 1998 IBM, Dunlop, Nike
and other internet sites. The basement houses in closed rooms per company the
necessary storage and processing equipment. Getronics does in its computer
centre in Apeldoorn (Netherlands) the same for a number of banking customers
in the Netherlands. Through concentration of the exploitation organization
efficiency profits are made.

The second possibility is the use of the same infrastructure by all customers.
The used applications and data are specific to each customer. This method of
working adds to the advantages of the first model also the advantage that one as
supply organization can optimise one’s IT infrastructure facilities. Exploitation
of all applications is done on the same storage and processing facilities.



Organizing IT Tasks and Processes 139

Example

On the same mainframe in the Getronics computer centre the housing
benefit application, the system for funding of education organizations and other
government applications, are operated.

The third form of outsourcing is application service providing (ASP). At the
ASP-form all participating organizations use the same application. Just the data
is customer specific. The application is used at a fixed rate per user. The supply
organization has to be able to guarantee continuation of the working of the appli-
cation. It has to know the process, for which an application is supplied. It has to
be able to expand its product portfolio with different applications. It has to take
care of optimum quality with regards to availability and response. Finally, guar-
antees have to be provided on the measure of guarantee that is offered regarding
safeguarding of the customer’s data. This type of outsourcing has for the supply
organization the advantage that it can determine its way of service provision all
by itself. The customer hires the use of a product with a service around it.

Example

Exodus supplies Lycos with the possibility to use the functions of an
ERP package. Lycos can thus expand without immediately having to invest in
the financial application necessary for a large company.

Organizing sourcing

Once an organization has decided to outsource tasks, it will concentrate
on drawing up the outsourcing contract. In the conclusion of this contract it is
recommendable to pay attention to:

1. The flexibility in products and the services included in the contract. In
general the environment and technology undergo changes over a ten-year
period. Kodak experienced that the possibility to expand its contract as
far as outside the USA was necessary. It also had to reckon with a change
in IT architecture and the wish for better services. General Dynamics for
this reason has a contract in which for each of its eight divisions different
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conditions have been put in with regard to including changes in insight
into the technology and in the strategic direction of investing in IT.

2. The standards for IT performance and the way the contract is managed.
Although one also leaves water and electricity supply to third parties,
when using IT it is recommended to agree in advance on quantitative
standards for response times, percentage availability of the facility, re-
sponse of the contract partner to changes in infrastructures and applicat-
ions, and so on.

3. Dealing with extra activities that (on top of what was already done)
are outsourced. When the first contract is successful, one will want to
outsource more and questions arise like: is it easy to split this part from
the rest? Are there special skills involved, for which the organization has
neither the time nor the energy? Is this IT activity less of a core activity
for us compared to other IT activities? This is how the partner will be
approached with the request to include these extras in the contract as well.
Itis a good thing if this has already been provided for in the first contract.

4. The fact whether there is a cost reduction. In practice this can often only
then be determined when making a study of which results are reported
directly to the top management of the organization. Rapportage to the IT
supply organization may lead to a distortion of the facts because this is
the party concerned. These studies should take place on the demand-side.

5. Assessing whether the supply organization aims for continuity and
delivering quality. One asks oneself whether the supply organization is
set up for continuous innovation of products and services; and whether
itis financially sound. Once outsourced it is rather difficult to insource a
task. When going for total outsourcing the supply organization makes its
money by concluding long-term contracts. In the course of this term the
costs are reduced. If extra services are delivered, this is done at higher
tariffs.

Contract management

After concluding the contract, which in the case of a contract over several
years must be considered a strategic cooperation, the contract has to be managed.
In the case of long-term contracts, attention certainly has to be paid to (see e.g.
Applegate, 2002):
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1. The clear embedding of the responsibility for control of the contracts
at the right level in an organization. Sometimes the function functional
management has to be positioned high in the organization. This then
results in setting up a function such as Chief Information Officer (CIO).
This CIO is part of the management of the organization. The CIO man-
ages the sourcing contracts and is the link between the demand organiza-
tion and the supply organization. This high-level functional management
function especially targets the execution of the strategic BiSL tasks.

2. The managing of the outsourcing agreement. To this purpose, one has
to be able to measure the performances of the supply and demand orga-
nization in this field. This entails setting standards, measuring and next
interpreting. When transferring IT facilities to an external supply organi-
zation one often will reorganize these first and then transfer them. While
reorganizing it usually becomes clear what the needs for application of
IT are and how these should be measured.

3. The allocation of new projects. This way, one can arrive in the long run
at a combination of tasks in a contract. There are then tasks that focus
on cost reduction and tasks focussed on innovations. Initially the appli-
cation management of legacy applications will often be the object for
outsourcing. In these legacy applications one will focus on maintaining
these as cheaply as possible. The supply organization will in case of suc-
cess only too gladly participate in projects that yield new applications.
In a real partnership they are given this opportunity.

4. The interface between the demand and the supply organization. In out-
sourcing it is often a matter of the transferring of crucial tasks. Certainly
in the case of large contracts, an organization has to maintain relations at
many levels. To this purpose, functional management should be set up at
the demand-side and service level management, amongst other things,
should be set up at the supply-side.

Large, long-term outsourcing contracts should be seen as a strategic
alliance between the demand and the supply organization and controlled ac-
cordingly. In smaller contracts one can focus on execution of the actual contract.
Outsourcing of tasks is possible in many ways and in many forms. In large, long-
term contracts, the party that outsources the tasks runs the risk of losing critical
knowledge; the risk of losing knowledge across the various company functions
(two thirds of all innovations are after all connected with the customer/supplier
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Figure 7.10. Key processes on tactical level (Heuschen, 2004)

interface) and the loss of control over a supplier. Nike and C&A, working in a
different sector to IT, try to secure this control by doing the rounds on their sup-
pliers work floor. In IT facilities, one could position an office of the functional
management organization with the partner.

Key processes at tactical level

Heuschen et al. (2004) has listed which three processes are crucial to the
supply organization, when this changes over to outsourcing. These are portfolio
management, suppliers management and life-cycle management. These tasks are
part of the strategic BiSL tasks. Heuschen et al. defines of each task what the
result should be (see Figure 7.10).

QUESTIONS

1. Which developments in the eighties and nineties in organization theory have
led to the current trend towards utility computing and shared service centres?
Illustrate your answer with an example.
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10.

11.

12.

13.

What are the advantages of setting up shared service centres? What does
cost effective operating and being able to innovate IT facilities quickly often
demand?

. The technology of the network economy results in organizations being able

to fairly rationally determine where they can execute certain IT processes.
What are the boundaries that limit this rational decision? Illustrate your
answer with an example.

. From which perspectives can one approach the setting up of IT organiza-

tions? Illustrate each perspective by giving an example.

. What is useful about the Mintzberg model, when speaking of responsibilities

within organizations for functional management, application management
and exploitation? Illustrate your answer by giving an example.

. Information is an important component in the goal/process/control/informa-

tion model. Starreveld recommends two measures for ensuring one can
dispose of reliable information in decision-making. Which are these and
what is the reason for each of them?

. Give the Galbraith model. What is the importance of Galbraith when speak-

ing of the design of IT organizations? Illustrate your answer by giving an
example.

. Organizations may make choices with regard to the level on which they

operate. Provide an example of a reactive and a pro-active way of operating
an IT service desk.

. What does the IT organization of a small organization look like? What does

one of a large IT organization look like? What are the differences? Illustrate
your answer with an example.

What are reasons for outsourcing tasks? Illustrate your answer with an ex-
ample.

Why does the technical range of possibilities organizations have at their
disposal for outsourcing tasks increase? What is the impact of these new
technical possibilities? Why should an organization want to use these?
What points deserve attention in an outsourcing contract? Illustrate your
answer by giving a few examples.

How is an outsourcing contract managed? Why is this done in this way?
What type of measures does this require?
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Control of IT services: by whom, how and
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—setting priorities
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Plans as an instrument for controlling

Chapter 8

Controlling IT facilities (IT governance)

At our company Oracle, without IT the glue would be missing from our organiza-
tion. Without this glue there would be no more exchange of information. Nobody
would have access to stock, customer or order data. Failing IT services are
disastrous. We therefore control IT on the quality of the operational processes
and the number of successful implementations. Our boss Larry Ellison performs
this control (Ghoshal, 2002).

Since 1999, together with the concentration of country specific applications
towards corporate-wide applications and the standardization of five e-mail
systems into one, the cooperation between the international organizations
strongly increased. Innovations are introduced more quickly and customer
data becomes available to every-one at every level. Furthermore, this led to a
reduction in costs of $2 billion per annum (Ghoshal, 2002).

If a private individual buys a car, he does not buy the chassis from General
Motors, the engine from BMW and the interior from lkea and asks Mitsubishi
to assemble all the parts. That would be considered strange, just like buying
an entire car from one make is considered normal. Along the same lines, could

147
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one not argue that selecting ‘best of breed’ applications and infrastructures in
IT has it limitations? (Ghoshal, 2002).

As a rule, AKZO has housed standard facilities with its strategic partner Atos
Origin. In our organization we have made arrangements for this. At every level,
connections have been put in place between both organizations, each with
their own reports and moments for reporting. We have had to shape contract
management structurally (Geertsema, 2002).

Our IT also could not get round the question, who they were actually working
for. Over the past eight years the IT organization made a 90° turn. The IT
organization structure became process-oriented. These days, everybody knows
who they work for and on what they are judged. This turning over of IT happened
in phases: first we distinguished groups of customers and from that idea we set up
the IT supply organization. This led to the set-up of a front-office with customer
teams and the appointing of service managers. These service managers were
made responsible for the contact with the customer and the internal settlement
of customer calls. They have dealings with a back-office, where teams have been
setup as well. They are dealing with special tasks for certain groups of customers.

Contents of this chapter

Every day we hear about business IT alignment, reduction of the elapsed
time from idea to implementation, outsourcing, customer focus of I'T departments
and the change towards a more process oriented way of working of the IT orga-
nization. All these subjects directly link to the control of IT facilities by general
and business unit management of an organization and the consequences of this
control for the IT organization itself. Control or governance of IT facilities is a
subject involving various stakeholders. Nowadays we see groups of stakeholders
emerging. There is a demand organization. There is a supply organization. Both
can be supported by third parties.

This chapter starts with a summary of the stakeholders. Having made
clear who is controlling and who influences this control, the manner of control
is discussed and the impact of this control on IT products and services. In the
second part of this chapter we go into the information necessary for enabling
control measures and planning of ensuing actions.
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WHO CONTROLS AND HOW DOES HE/SHE DO IT?

Parties involved in control of IT facilities

Control of IT facilities can take place in a number of ways. Applegate
et al. (2003) distinguishes six ways of controlling. The general management of
an organization, the management of the business units and the management of
the functional management organization (together they make up the I'T demand
organization) have all their own targets.

The control by general management is aimed at achieving the most
optimal support for the strategy of the organization using IT in the short, medium
and long term. Business unit management controls directly from the demand
for IT facilities. It strives for an optimal support of its operational processes.
The functional IT management organization combines the demands. It tries to
react optimally to the demand from general and business unit management and
organizes support by IT facilities accordingly. The demanded IT facilities are
provided by IT supply organizations. Figure 8.1 shows this process.

The force field

IT facilities cost of old strongly a lot of money. This means that organi-
zations traditionally procure large parts of their facilities from third parties. In the
eighties these were usually the infrastructure facilities. Organizations themselves

demand —

General
management

demand mng or centra
functional management
e ——
Business "_%F_
management ﬂcmaud managemen
or decentral functional

— janagement

Figure 8.1. Relation between demand and supply organizations
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Figure 8.2. The force field at controlling IT facilities

built and maintained applications. In the nineties the idea gradually occurred that
many organizations have comparable support needs regarding IT. Organizations
procure standard applications on the market. During the same period the advent
of suppliers of personal productivity tools and enterprise requirements planning
(ERP) packages started. This created a whole landscape of supply organizations.
This landscape is increasingly shaped through mergers and take-overs. In the
years 2002 and 2003 applications of some suppliers appear to be used on a large
scale. Large monopolies are created more or less de facto. At the same time, the
number of consultancies, able to support large and medium organizations with
thorough experience in implementation of standard solutions, has become less
numerous. A situation has arisen, in which the demand organization encounters a
strongly developed external force field. Set-up of functional management within
the demand organization becomes inevitable. This is shown in Figure 8.2.

WHAT ARE THE CONTROL POSSIBILITIES FOR
THOSE THAT DEMAND IT FACILITIES?

Subjects for control

Figure 8.3 indicates which subjects should receive attention when IT
facilities are controlled by general management, business management and IT
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Figure 8.3. Examples of possible controls in the different management areas. Examples of
control measures in each of the six areas

demand management, if they want to control application and use of IT facilities.
For each of these subjects an example is given of what control could possibly
entail. The six different areas, to be elaborated below, are:

1. Establishing priorities for IT tasks. IT tasks should be geared to the
goals of the organization. New projects should fit in with the organiza-
tion’s strategy. IT line tasks support organizational processes.

Example

At its annual conference Gartner (2001) indicates that the cost ratio
for IT in organizations is shifting (see Figure 8.4). Relatively more funds are
invested in e-commerce and e-business applications. This results in having to
reduce the relative costs for infrastructure and basis applications. This can be
achieved by concentrating computer centres, standardizing workstation facilities
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Figure 8.4. Shift in cost patterns at IT facilities (Gartner, 2001)

and by procuring parts of the facilities from outside. These actions necessitate
implementation of functional management.

2. Innovation of IT products and services. This means checking whether
the product package should not be changed and whether the way of
providing service does not need adjustment. In innovations one differs
between radical innovations that result in entirely new services and in-
cremental innovations, in which existing services can be supported by
different facilities.

Example

Xerox (Brown, 2002) has included a service module in its new printer
range for large organizations. This module detects incidents and predicts the
consequences. This information is sent to the Xerox services department. They
determine the seriousness of the incident and next decide when the incident
will be repaired. Next, the information obtained will be used in developing new
printers and the module provides information on printer use, the latter is used
in consultancy about printing.

IBM is in the middle of developing the Eliza. This is a server that is
capable of detecting incidents and also able to remedy these in 95% of all cases
without the intervention of an engineer.

3. Organizing of the IT service and sourcing of the necessary facilities.
This covers a variety of subjects such as:
—standardization of IT facilities;
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—considering centralization and concentration of IT responsibilities and
the execution of IT tasks;

—arriving at more customer-oriented operating. This may result in the
introduction of a more process-oriented approach and the subdividing
of tasks in front-office and back-office tasks;

—distinction between commodity services and non-commodity services.
Commodity services are IT services, an organization may procure
directly from the market and where the execution in in-house man-
agement of these services cannot provide it with a competition ad-
vantage. For many organizations these consist for example of network
and workstation facilities. Non-commodity services are relatively hard
to procure from a third party and/or in-house execution of theses ser-
vices provides an organization with a competition advantage. For many
banks this could be for example the execution of treasury services.
When taking care of commodity services efficiency comes first and
the procurement of IT services from third parties may be considered;

—limitation to the core activities of the organization and for support of
the operational processes by IT choosing for an alliance with a strategic
partner.

Example

ABN AMRO in 2002 changed over to outsourcing part of its IT services
with EDS. It wanted to concentrate on core processes and for IT support it sought
cooperation with a worldwide operating partner.

4. Take care to work methodically at supplying IT products and services.
Since the eighties there is the ITIL method for setting up an IT exploita-
tion organization. In the nineties the tasks functional management and
application management were distinguished and worked out in more
detail. A certain consensus was reached on the application of PRINCE2
as a method for managing projects, whilst the increase in outsourcing of
tasks by the IT organization resulted in a need for designing the procure-
ment process of I'T facilities more methodically. This produced, amongst
other things, the Integrated Service Procurement Library (ISPL) method.
This method phases the procurement process in steps, indicates which
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tasks have to be introduced in each step and who should be involved in
these tasks. Controlling of IT facilities means amongst other things the
control of processes in an IT organization. Methods indicate which pro-
cesses can be set up. The execution of the set-up processes can be linked
to a performance standard and this can be used for the purpose of control.

Example

At concluding service level agreements organizations agree on the con-
tents and performance level of services to be supplied. Take for example the
delivery of network services by KPN to the IB Group. The IB Group hired data
communication facilities from KPN. When incidents occurred, the IB Group
compared its incident information to KPN'’s information. It turned out that KPN,
operating with a front-office and a back-office, was able to generate all data from
the registry of its call centre. This included for every single incident data about
the call, checkout, contact, cause, resolution process and solution. It was simple
to find out where—both at the customer as well as at the supply organization
side—there were possibilities for optimising the service.

5. take care of knowledge and competencies. With the increasing appli-
cation of devices, replacing manual processes and the rapid rise in new
services learning becomes important to the IT organization. Being able
to get to existing knowledge quickly and being able to quickly transfer
this knowledge accompany this. This care of the right knowledge leads
to:

—competency management for IT staff;
—knowledge management within the IT organization;
—IT human resource policy and its execution.

Example

A consultancy organization has a policy, that for consultant functions
only people from higher and university education are recruited. In a job interview
it is also determined whether the employee will fit in with the organization as far
as personality is concerned. After commencement of employment, the employee
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is if necessary provided with extra knowledge and the social skills as needed for
doing the desired job. Provided he has been authorizedto do so, the employee uses
the in-house intranet, where all quotes, all advices, all courses etc. can be found.

Example

In an IT organization in the solution of calls the service desk, the second-
line support and possibly a supplier may be involved. This usually results in a
change in the IT infrastructure, the organization or the application. The customer
perceives this change, even though it has not necessarily been implemented by an
employee that has been in contact with this customer. The originator of the change
is often not directly confronted with the result of his actions. This can be prevented
in various ways. It can be done internally by means of control, communication
and reportage. It can however also be done by regularly employing specialists
at the service desk, using problem managers as specialists etc by means of work
placements or job rotation. This way of working enhances the learning ability of
the employees involved. It demands a management that is aware of the diffusion
of knowledge within an organization and active involvement of this management.

6. Relation between the IT demand and supply organization. This relation

is designed in many different ways. It can be done by:

—control by means of setting targets and recording these in plans, esti-
mates, budgets, service agreements and reportages;

—designing relationships by means of steering committees, project com-
mittees, working groups and task forces;

—the way in which decisions are made as recorded in procedures and
standards;

—appointment and rotation of employees;

—and by setting up an organization structure with clear responsibilities;

Example

Transavia has an IT board that annually grants budgets for executing
IT projects. These projects fit in with the company policy. Owner of the project
is the person that submits the project proposal. This person is free to set up his
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or her own project organization, reports as prescribed and is judged on the
result (Zomer, 2001 ).

On the following pages, these six ways to control or govern IT services
will be discussed in more detail.

Establishing priorities

The priorities at controlling IT facilities have to be geared to the strategy
and the current position of the organization with regards to the support by IT.
Applegate et al. (2003) discerns in this field the following four situations: (see
Figure 8.5):

(a) The application of IT is not of great importance and this situation does
not change. The use of IT does not distinguish the organization from
other organizations. In this case, cost reduction is strived for and one
will want to see evidence of an increase in the quality of the services at
the same time. In the agenda of the I'T manager there are projects aimed
at standardization, managing of outsourcing contracts and centraliza-
tion of facilities. What is left of the IT department, will concentrate on

. Continuous quality Fast innovation:
High improvement at lower (in the text sub d.)
costs (in the text sub ¢.): - architecture
- standardization
- balanced score card - result-oriented
Current IT - in}rmllucing process 1'111pler_neming .
thinking - selective sourcing

of importance - selective outsourcing

Cost reduction at Catching up:
quality improvement: (in the text sub b.)
(in the text sub a.) - set-up service

management
- selective sourcing
- architecture from
standard building
blocks

- Centralization

- Standardization
infrastructures

Low - Standard applications

Low High

Figure 8.5. Organization priorities affect IT management
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procurement of IT services, support implementation of IT services and
contract management.

(b) Another case is the situation in which the application of IT at present
is of minor importance but could become vitally important. Concerning
IT, one is as it were busy catching up. IT demand management is set
up. The necessary tasks for application management are defined. For
innovative IT applications one does not want to procure immediately.
The same counts for applications in which one wants to be different.
Selective outsourcing is considered and one is building an IT architecture
step by step. The architecture consists as much as possible of standard
building blocks. In the year 2004 this will often be expansion through
implementation of ERP facilities towards application of e-commerce
and e-business applications.

(c) A third situation is the one where application of IT is currently vitally
important. The company would come to a standstill without IT. There
is however not much development needed to supply new products and
services. The current strategy is perfectly supported. IT management
concentrates on increasing the management quality at lower costs. Ac-
tual topics are standardisation of workstations, introduction of a process
oriented way of thinking and selective sourcing. Controlling processes
using bench marking is the ‘in’ thing to do and use of a balanced score
card becomes a priority.

(d) Inthe last situation the current applications are vitally important and it is
impossible to continue without IT innovation. For quickly anticipating
users wishes, one will now focus on operating within an architecture,
implement new services under this architecture very result-focussed and
always look for partners that might also like to share the load of more
standard IT facilities. In this case, one should think of network facilities,
workstation facilities, support by ERP packages, etc. Tasks are out-
sourced selectively in this case. The organization has done or is doing
business with a process-focussed IT supply organization.

The Applegate et al. (2003) quadrant of Figure 8.6 indicates how it is
possible to see that organizations consider control of IT facilities important. This
importance is obvious from the actions of general management, the location
where IT demand and support management reports and the way in which IT
efforts are planned.
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Control IT involves:

IT not important

IT important:

Direct influence from
general and line manage-
ment

Good planning of I'T
efforts in place and

clear sourcing policy

At the IT renewal there
are risky projects

The competency of the IT

Bilateral agreements
between IT and the
manager in question
Value planning not
clear, projects are starte
ad hoc. Management
often outsourced.
Prefers to stay slightly
behind.

Are not controlled

Managers and IT control
the necessary IT facilities
together
Qualitatively good plan

I in line with strategy

The projects always
include a few more
risky projects.
Competency of IT

employees is an
important issue.
Usually directly to the
general management.
Keeping up-to-date is a
must.

people rigidly. Knowledge
often outsourced.
(A) head of the
financial department
Is simply two years
behind state of the
art.

Save costs by putting
off innovation
Enough time for
rectifying mistakes.

IT reports directly to:

Innovation of workprocesses|
through use of IT

No area where one can
economize immediately.
Replace non-performing
managers quickly.

When economizing:

When the IT management
does not perform

Figure 8.6. Effect on aspects of IT management of the importance of IT for the organization
Organizing IT facilities

A second point of application for control is paying attention to the or-
ganization of IT facilities. This involves allocating tasks to the IT demand and
the IT supply organization and determining its organizational form. Organizing
of IT facilities includes a number of related subjects. One may decide to stan-
dardize processes and products. One may decide on this more centrally or more
locally. One may execute tasks concentrated or less concentrated. One may exe-
cute tasks in-house. One may also procure the services and products from third
parties. All these decisions concern the organization of IT facilities. The basis
of all decisions is recognizing products and services and the tasks necessary for
producing these. These tasks may be linked together in processes and chains of
processes. Each process and every chain of processes is executed by order of a
customer and each process may be more or less standardized and/or deliver a
more or less standardized product. An organization can indicate for every task
who executes this task and where the task should be executed. Arguments for
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implementation/contracts

- (part application
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Exploitation

Application
management

Figure 8.7. From set-up of the IT function in 2004 tot the one in 2016

this are to be found especially in the core tasks of an organization. These are
the tasks, the organization exists for and which make it stand out. Organizations
execute core tasks in-house. Non-core tasks are the first tasks to be outsourced.

Set-up of tasks

In the Chapters 3 to 7 (inclusive), the tasks and possible considerations
at organization of the tasks in the field of IT management are discussed. The
demand management determines which products are delivered and which IT
services surround these products. Demand management decides at what quality
level the supply organization operates. The supply organization delivers the IT
products and the services that are demanded with these. The models discussed
in the previous chapters provide an indication of processes that could possibly
be set up and form a basis for a discussion on the need in a certain organization
for setting up certain processes or not doing so. Figure 8.7 shows that choices in
this field may change over the years.

Example

A bank established that in the field of IT support of the mortgage ap-
proval, various parts executed comparable tasks. The bank then decided to
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concentrate the functional management, the application management and the
exploitation of the applications in one single organization. This organization
determines the functionality of applications that support mortgage approval. It
takes care of their maintenance and utilizes these. Units hire the services of this
centre for the support of mortgage approval by IT. These could be services for
describing the applications functionally, these could be programming services
and these could be exploitation services.

Certain suppositions that choices are based upon

A choice for IT products and the set-up of IT processes is often based
upon the suppositions of an organization, about what is possible at a certain
moment both organizationally and technically. This choice is usually not recon-
sidered periodically. This could mean that, after a certain period of time, the
set-up of an IT supply organization is less fixed on the customer’s demands.
This is the reason for the rise of the process-oriented approach to IT service
providing. This process-oriented approach leads to service processes that in a
structured manner and in conformity with protocols deliver products and ser-
vices to a specific market or customer. Because of the structure there is a visible
demand organization and also a visible supply organization.

The IT processes that have been set up each run a specific course. These
are carried out by parts of the organization explicitly set-up for this purpose.
These processes are permanently measured on criteria of quality and perfor-
mance. If necessary these processes are adjusted. The division of the effort over
the various tasks to be carried out in a process or chain of processes is clear.
This makes it also possible to recognize in which way technology for arriving at
an improvement of the level of service provision can be applied. In Figure 8.8
this has been done for a front-office (service desk/incident management) and a
back-office exploitation process (problem management/changes management).

Attention for innovation using I'T
A third point of particular interest in controlling IT facilities is the inno-

vation of products and services. Innovation enables new and different products
and services. In Figure 8.9 examples are given. This figure shows that two types
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Process:
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problem management/change management
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Figure 8.8. Impact of technology on IT processes
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service contracts
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office service
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e.g. support front-
office with tools such
as taking over screen
user or top ten
questions on intranet.

Figure 8.9. Examples of types of innovations and the way of introduction
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of innovation can be recognized. These are radical as well as gradual changes
in the way of operating or products of the IT demand and supply organization
(Fitzsimmons, 2004). The more incremental changes can next be subdivided
into changes that happen more or less gradually and small and numerous daily
adjustments in the services of a service company.

The distinction between these types of innovations is of importance when
looking at the way in which innovations are implemented. Implementation of
innovations happens in roughly four phases. These four phases are: discovering,
trying, assembling experiences to realize a managed roll-out and finally routinely
implementing the innovation.

An implementation of an innovation in the first phases of discovery and
trying out characterizes itself by the way in which the innovation is dealt with and
by the people involved in the innovation. In the first phases this is usually a limited
number of people. These people are strongly user-oriented and a lot of feedback
takes place between the users of the innovations and its developers. There is
not much attention to the more budgetary side. At the customer-side people are
thinking along, about the way in which the innovation will be optimally paying
for them as well.

During the following phases this is different. The first experiences with
the innovation are gained and the innovation is systematically introduced in
the organization. The further implementation is carried out in the form of a
project using clear control and a budget. Indicators are available or are especially
formulated for the implementation. There is a rollout plan that is clearly based
on these indicators and in conformity with this planning an implementation is
controlled. The state of affairs is regularly discussed with all those involved.

Control of innovations means that the demand organization is looking
permanently at opportunities for innovations in processes and services. Radical
innovations might result in a different IT organization. In these types of innova-
tion one often breaks with the current way of operating. This type of innovation
does not build on the experience of an organization. Customers do not always ask
for this either (Christensen, 2002). This type of innovation requires thought for
the form of the innovation process and those involved in the implementations.
In the later phases of introduction this may also require an organization that is
detached from the current demand organization. Incremental innovations often
build on customer’s requests or IT organizations’ in-house ideas for improve-
ments. This type of innovation often takes an I'T supply or demand organization
to a higher level of operating and will be implemented by the organization itself
either by means of a project or in line.
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If IT is strategic (quadrant d of Figure 8.5), this means that in the field of
IT management apart from the usual improvements as made by any organization,
there will be more innovative improvements implemented. The organization will
have to consider in advance, under which category improvement in IT manage-
ment comes and what the appropriate approach is.

Ensuring knowledge and competencies

The fourth subject of control is the care for knowledge and competencies.
The demand management chooses for set-up and organization of its IT services.
If it uses an in-house organization for this, processes, tasks and functions have to
be set up. The description of functions to be set up for IT services, is determined
by the activities that have to be carried out and the skills needed for these. Factors
that have impact on the function performance are the environment in which one
operates; the level at which a functionary is tasked; and the role a functionary has.
In many cases organizations will use their own staff for functional management
(see Figure 8.10).

For determining the knowledge necessary for filling a function, an orga-
nization will often use knowledge clusters. These clusters indicate the necessary
knowledge at every level of function performance. Recognizing the necessary
functions and the for these functions essential knowledge clusters, is important
because this way it is possible to secure the necessary knowledge within the orga-
nization. Management can control using the correct competencies being present
within the organization at all times and these competencies being extended in
the right direction. This makes the organization less dependent on the skill and
knowledge of a single individual. Or, if this is the case, the organization is fully
aware of this.

Example

Knowledge management was configured in the IT supply organization
of the Dutch tax authorities in the years 1997-2002. It is, amongst other things,
used for determination of the content and level of functions. It works as follows.
In this service, the knowledge clusters as indicated in Figure 8.11 are defined.
In developing and procuring knowledge, these knowledge clusters are the point
of departure. Knowledge can be acquired in a number of ways. It is possible
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| NGI reference model 1T management functions.

General functions:
- human resource manager
- controller
- contract manager
- IT architect

Functional Application management: Exploitation:
Level: management: Application architect Exploitation architect

Strategic Information architect

Tactical Manager functional
management

Operational Application advisor
Service desk employee
Employee adm. organiz.
Functional and user

acceptance tester
Problem manager
Change manager
Webmaster

Figure 8.10. The accentis usually on interpretation of functional management tasks and some
knowledge of application management and exploitation

1. technical infrastructure: 1.1.import and export stations; workplaces
1.2. midrange storage and transaction
1.3. high-end storage and transaction
1.4. transport
1.5. media conversion
2. informatics infrastructure: 2.1 development tools
3. applications 3.1. declarations
3.2 tax assessments
3.3. collecting
3.4, customs
3.5. management of taxpayer data
4, organization: 4.1. security
4.2. service management processes/network centres

4.3. support users facilities

Figure 8.11. Knowledge clusters as recognized by the Dutch tax authorities
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to procure licences; one may procure the right to use patents and manuals; one
may start research programmes with third parties, one can recruit people; one
can use benchmarking and competition analysis; one can utilize universities
and other knowledge institutes, one can visit suppliers; attend training and
seminars, examine external databases; carry out literature studies, talk to
customers, etc. etc.

Working with methods

A fourth type of control is ensuring a methodical approach of tasks in the
field of IT management. This book indicates many methods for structuring these
tasks. In Figure 8.12 these are summarized. The book supplies methods such as
BiSL, ITIL and ASL. To the demand and supply organization, these may be the
point of departure when designing tasks in the field of service providing. To ex-
ternal advisors, methods supply frameworks for enabling comparisons between
organizations and these provide a thought model, in case one wants to arrive at
a more quantitative measuring of performances. Clearly specified processes can
be measured, measurements can be compared and discussed and that way the
organization can step by step work on upgrading.

Day in day out, internal: The measuring rod from
outside:

Policy:
The accountant: Cobit

- architecture e.g. Open group - framework for

- IT plan control: www.isaca.org

Procurement:

The organization advisor

ISPL provides phasing and roles Methods and - certification  1SO9001-2000
benchmarks - level of

Control: operating: CMMI/EFQM

Counter checks :
- risk analyses for
projects and operation

- processes:  BISL, ASL, ITIL
- information: BSC

Remaining, e.g.: Benchmarks:
- Compass : best in class
- security:1ISO17799 - Gartner according to sort

(e.g.size,structure)and sector

Figure 8.12. An overview of the methods discussed in this book
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Example

The Gartner group, Compass and the Nolan Norton Institute provide
benchmarking indicators for various items of IT organizations. Organizations
wanting to put their own experiences to the test can use these. This usually de-
mands a first effort for making the in-house situation comparable to the bench-
marking points of departure, the indicators of the advice organizations are based
upon. With regards to this, it is important to know which is included in the indi-
cators for which processes.

Ensuring organizational support

General, business unit and IT demand and supply management look at
IT service management each from their own responsibility. It may be useful to
have a concrete look at this way of looking and investigate how these stake-
holders together arrive at controlling IT facilities. Innovations in IT facilities
are investments for an organization. The stake-holders together substantiate the
expectations with regards to an investment. Investments once done are marked
down, the procured investment goods, possibilities or rights are further utilized
and at a given moment disposed of.

Figure 8.13 shows the responsibilities of the stakeholders in an orga-
nization. From this figure it transpires that IT demand and supply management
aim at a long term IT service architecture, at transparent renewal of the service
provision and at taking measures aimed at the continuation of the services
within a given architecture. Business unit managements’ responsibility in the
IT management field focusses on delivering the right knowledge for enabling
support by IT. General management mainly deals with gearing business needs
to IT support, seen from the perspective of the organization in it’s entirety.
It looks after the strategy, monitors the execution and if necessary facilitates
innovation. This control of general, business unit and IT demand management
organizationally comes forward in five different ways. Parker-Priebe (2002) has
listed these ways. She distinguishes:

(a) Setting targets and recording these targets in plans. IT plans essentially
consist of five parts. One discusses the policy, the current situation, the
requests and possible projects and determines on the basis of these the
priorities for a certain period (Ministry of Internal Affairs, 1980).
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Figure 8.13. Contents of responsibilities

(b) The translation of the policy into control measures. These result in the
prescription of the contents of estimates, allocation of budgets and setting
rules for the reportage about budget depletion. In this situation, general
management may ask business and I'T management to report periodically
on the services and products as supplied within the budgets. Availability
of IT facilities and the timely completion of projects may be a reason,
why set targets are or are not made.

Example

If e-Bay or Yahoo is not available for one whole day, this costs the
organization many millions of dollars. None or limited availability of the
necessary facilities will then immediately show up in the quarterly figures.

The same applies to new projects, www.Boo.com for example, an internet
site aimed at what yuppies in society buy, was online six months too late. The
IT services were not in place on time and furthermore the necessary facilities
for telecommunication were not present. This resulted in a loss of six months
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income and any purchases made in fashionable clothing were immediately ready
for some depreciation (Laudon, 2004).

(c) Setting up of connections by using the setting up of steering committees,
project groups, working groups and task forces. These organizational
associations may be set up for the implementation of new services, for
realizing infrastructures, etc.

Example

At organization XYZ general management, business management and IT
management are members of a steering committee for IT. This steering committee
advises the Executive Board about project to be undertaken with regards to
innovation and the measures for IT management to go with these.

(d) Setting up rules for decision-making at applying for investments in new
projects and for the in-house internal processes on the basis of standards,
often set for enabling comparisons with other organizations or parts of
the organization itself.

Example

The costs for a workstation at a bank can vary per division, as well as
their functionality. These prices are compared and the goal is to arrive at a basic
workstation that has the same price tag for every division. In this comparison,
the data with regards to costs for a workstation are used as collected by the
Gartner group and the British organization Compass. Additional facilities are
only possible in certain situations in the long run.

(e) Actively managing knowledge and competencies within an organization.
One may consider in this instance rotation of employees, deliberate
allocation of functions and otherwise organizing of transfer of know
how by means of meetings, trainings, investing in tools like internet etc.
For actively managing knowledge and competencies an IT set-up with
clear tasks and responsibilities is a requirement.
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By applying these methods organizations can ensure sufficient basis for
innovation of business products, services and processes. It is then possible to
appeal to the possibly in-house available IT organization; it is also possible to
procure the necessary facilities via this organization from third parties.

CONTROL USING INFORMATION
Information necessary for control

At the control of IT facilities data is needed. This data is obtained
through official and unofficial channels. Officially the information often comes
in through:

(a) Overall plans, such as information plans in which the policy with re-
gard to IT is often formulated, the current situation is recorded, requests
concerning IT application are voiced, the resources enabling realization
of these plans are indicated and in which a list of actions and priori-
ties is formulated. On the basis of these plans, plans for projects are
drawn up and tasks are configured and controlled. The overall plans
lead to project plans for infrastructure and application projects and to
management plans (per division) of the infrastructure and (per group
of) application(s). These plans often spread across several years and are
periodically updated.

Example

Each information plan includes the managed infrastructures and ap-
plications. It defines which change projects for infrastructures are realized in
the plan period, which actions are undertaken to that effect and what the esti-
mated costs will be. It also states the effort necessary for keeping the facilities in
production. The applications furthermore include which releases/versions per
application are implemented and managed, what effort is necessary and what
the costs are. The plan also contains the standards and procedures for providing
management and compares this with the current situation. From thereon possible
lifecycles of change are started.
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(b) Estimates and budget allocated to these, reportages about the perfor-
mances carried out on the basis of concluded service level agreements
and progress reports of projects in progress. This information often em-
phasizes on complying with agreements and staying within the budget.
This is information of a more short-term character.

Example

A service report is delivered monthly indicating per business unit as well
as for the organization as a whole what the availability of the network is, the
increase of the number of users and transactions, the total number of users and
transactions, the number of changes in the configuration as a result of planned
and unplanned actions, the number of service desk calls, the security violations
and their location, etc.

(c) Audits to do with IT support and the effectiveness and efficiency of
the IT part. The in-house internal audit department may carry out these
audits but these may also be done by external organizations. The latter
audits often concern the management method, the satisfaction of the
users, the staff turnover and its reasons, quality trends in the supplied
management, managing planning and the underlying reasons, and so on.

Example

An audit takes place on the quality of an application and the level of
the employees managing the application. It may become obvious that chiefly
functional managers are used to manage and the application management side
does not have any project leaders and information analysts.

What is available, what is not available?

The official information function for supporting management decisions
in general, reckons with the phase of development of the technique, the level
of the users of the information—one should understand the influence of what
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is reported on one’s own situation—and the relation between I'T management,
business management and general management. Reports on IT application and
management may provide useful insight into the effectiveness of the execution
of the task in the lines of business. The question is however, whether everybody
should have access to this information.

Examples

If the network traffic in a certain information-intensive organization on
a certain day permanently is at a low level, whilst at other moments this much
higher, questions should be asked.

If one for instance discovers through the reports that every tenth trans-
action is a transaction for logging into the application and this seems to be
caused by the fact that the used notebooks in the vehicles have a limited battery
capacity, which makes these stop every time the vehicle stops, one might ask
questions about the lifecycle of implementation of this innovation.

Unofficial sources

Apart from information from official sources that checks the actual sit-
uation with planning, reports and points out exceptions, in decision-making one
often also includes the information from unofficial channels and impressions
gained by walking around the organization. Talks to people face-to-face, tele-
phone conversations and personal notes, supply better information than just that
from official sources. Using unofficial sources one often gets, amongst other
things, views on IT investments and on the day-in day-out I'T management.

ISO 9126 and ITIL

ISO 9126 lists qualities that are important when building and utilizing
IT facilities. There is a link between these qualities of IT facilities and the
information needed for controlling IT exploitation processes. De Best (2000) and
Van Boxel (2003) have made this link. They indicate which information from ISO
9126 is of importance for I'T exploitation processes. Figure 8.14 shows this link.
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Figure 8.14. 1SO 9126 and the information needed at various processes recognized by ITIL

BSC and the level of operations

Delen et al. (2000) furthermore makes a connection between the level
of operating in an IT demand and/or supply organization and the four operations
areas, in which according to the balanced score card (BSC) method an IT orga-
nization information should be collected structurally. The fields of attention of
the balanced score card are:

—financial information: revenues, expenses, audit reports, losses and profits
etc.

—operational information: elapsed times, calls, absentee rates etc.

—information on innovations: projects, education, knowledge building etc.

—customer information: their contracts, their importance and their opinion
on products, services and processes.

Delen et al. (2000) ascertains that in practice this data is not always avail-
able. For explaining this, they link this to the level on which the organization
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operates. They recognize I'T organizations that always work from a technical an-
gle; organizations, where the basic control data is present; organizations, where
one controls structurally and based on figures and supplies services; organiza-
tions, where one in controlling activities takes the remarks made by customers
and suppliers into account and IT organizations, where one adjusts constantly to
the demand and sets the trend in IT service provision. Each level of operating
has its own emphasis with regard to its information function.

When controlling more from the technique, there is often hardly any
or no data at all on innovation and customer aspects available. When IT and
other management cooperate, all four aspects are filled in. The nature of the
data is different at every operating level. This different nature is reflected in
the information function that enables the in-house management to control work
processes. Living organizations and their information function will resemble the
ideal and typical examples more or less. Delen et al. (2000) make it thus clear that
IT organizations use other information depending upon their level of operating.
This is shown in Figure 8.15.
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Figure 8.15. The connection between the operating level and the interpretation of the various

task areas of the balanced score card (Delen, 2000)
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Figure 8.16. The balanced score card and an IT organization

Data and the BSC

The information part concludes with Figure 8.16. This figure shows per
area of the BSC what information could be found within IT organizations. This
overview acts as a checklist. However, one should always ask oneself which
data one should have at controlling towards a specific target. A surplus of data
is costly.

PLANNING IT FACILITIES

What precedes shows that control of IT facilities departs from operating
systematically and that this operating is based upon using data about facts and
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objects. An information plan, in whatever shape or form, is a requirement for this
way of operating. In such a plan, choices are fixed and based on this plan control is
provided to the IT organization. And organizations have to choose! They cannot
do everything at once. The rapid changes in society and technology force them to
apply new applications and infrastructures all the time. They have to set up their
IT organization accordingly. They are in actual fact constantly changing and this
change demands control.

Example

AKZO introduced standard workstations between 1995 and 2001, the
use of an ERP application and the application of an intranet and an extranet.
The introduction of new technology was coupled with a reconsideration of
the IT organization. Atos Origin became their partner that took over the IT
organization set-up for, amongst other things, management of the workstations
as well as the ERP application.

The contents of an information plan consist of six parts. Such a plan is annually
adjusted. The first year the plan is fairly detailed. In the next two or three years
this becomes increasingly more broad. The six parts of the plan are:

1. An evaluation of the current situation. Here the products and services in
relation with the customer satisfaction are discussed. This is measured
in users surveys. This also transpires from service management reports.
At the organization of IT facilities the size, functional requirements and
performance requirements, the geographical dispersal and skill level are
looked into.

2. The policy with regard to procurement, development and maintenance of
IT facilities and the services provided with these. The following matters
are raised:

—the methods to be used and the supporting tools;
—the organization of management;
—the standardization of objects and processes.

3. The current IT facilities. In larger organizations a clustering can be
seen here. There is often distinction made according to generally used
applications and applications that support specific organization units.
Per cluster is indicated:
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—the objects to be managed in numbers and year of procurement;

—the number of changes per type object per annum, the average effort per
release, the number of service desk calls and the backlog with regard
to changes and projects still present for this object;

—the expansion plans in the next three years;

—the used technology;

—the organization and knowledge necessary for execution the manage-
ment task;

—the costs for management, if possible per object.

. The requests with regards to (new) IT facilities. Per cluster of part 3

is discussed:

—the (new) objects concerned in numbers;

—the objects to be replaced in numbers and year of procurement and the
activities still to be carried out for these;

—the reason for replacement and the possible lifecycle of replace-
ment;

—the number of changes to be expected per cluster per year, the average
effort to be expected per release/version, the number of service desk
calls;

—the plans for expansion in the next three years;

—the used technologys;

—the organization and skill necessary for executing the requested tasks;

—the estimated costs for service management.

. A summary of current and requested IT facilities with regard to

expenses. Now the current expenses and the possible expenses for real-

izing requests are listed. The expenses are divided into investments and

costs. For new request also further details of a ‘“Total cost of ownership’

can be included. The expenses are subdivided in:

—expenses per cost centre and type of costs;

—the expenses per cluster and per object in the cluster;

—expenses per cluster, often being a part of the organization, after allo-
cation.

. An approved establishing of priorities for IT activities in the next

four years. The choices made are indicated in this part. This is where
the projects for setting up a new IT organization or renewal of the orga-
nization come up for discussion.
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Implementation

Implementation of the information plan in a current organization means
both partial as well as entire continuation of the running operation, as well as
starting of projects for implementation of requested IT facilities. The process
for arriving at an information plan demands: knowing what one wants, a clear
step-by-step plan for execution of the planning process and indication of who is
to be involved in the planning process and in what role.

The contents of an information plan may differ. In general an organi-
zation starting plans, does not arrive at an optimal plan in one go. The plans as
delivered in the first years will therefore be more of a ‘just good enough’ charac-
ter (the basis minimum). After some time has passed, the plan process will start
to yield more matured plans. These more matured plans are not just of sufficient
quality but the foundation of finished activities is also strong with regards to quan-
tity. This also applies to activities that still have to be carried out. Use of quantities
enables a clearer evaluation of the past year and makes planning for the coming
year more credible.

Choices in the planning process

The planning process is set up in such a manner that this provides suf-
ficient basis within the organization for execution of the plan. At the same time
the process should take no longer than three months and be fully transparent to
all participants. With regard to the planning process one has, dependent on the
organization, in principle three choices. These are:

—top-down planning of IT facilities, using a scenario approach. Demand
management is offered the possibility of choosing one of the possible
choices.

—middle-out planning. On the basis of an indicated framework one asks the
organization parts each to set up plans for its own cluster. These are then
centrally incorporated into the final information plan;

—bottom-up planning: allowing ideas to bubble up from below. Afterwards
in a next stage general management, users management and the IT man-
agement set up the final plan together.
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Dependent on the importance of IT, the culture of the organization and
the phase in which the organization is concerning IT, one will decide how one
plans and who is going to be involved in the planning process.

QUESTIONS

1. Under what influence are decisions about the control of IT facilities made?
Explain your answer.

2. In which fields can the demand organization provide control to IT facilities?

Explain your answer using four examples.

4. Give the four possible positions in which organizations may find themselves
with regard to control of IT facilities and the type of projects one may expect
in the various positions.

5. Indicate how the organization of IT facilities will probably shift in the period
between 2004 up to and including 2016.

6. What is aradical innovation? What is an incremental innovation? Why does
one have to differentiate in innovation between radical and incremental
innovations?

7. Which knowledge should the IT organization definitely have in-house?
Why?

8. Which five organizational possibilities does an organization have, according

et

to Parker-Priebe in order to control IT clearly? Give an example of each
possibility.

9. In controlling IT facilities we need information. What is the difference be-
tween data sourced from unofficial and data from official channels? Which
data originates from official sources?

10. Why is it handy to make a link between ISO 9126 and ITIL?

11. What do Delen et al. (2000) state with regard to the information function in
IT-organizations?

12. Give the contents of an information plan. Indicate how one may arrive at
such a plan. Illustrate your answer by giving an example.
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Chapter 9

House in order: evaluating and improving

Functional and performance requirements relate to the product to be delivered
and the services to be furnished with it. Service level agreements deal with both.
These also indicate which process one can go through, in case one has queries
about a product or service.

A product or service can be improved. Charles Schwab improved his availability
from 99.9% in the planned hours to 99.999%. The project to do this went in
stages and took three years. The reason for the project was an external one.
The company made the news as soon as it was off line for fifteen minutes. This
media attention acted as negative publicity.

The process for obtaining an ISO 9000-2000 certificate provided the Dutch
ITO computing centre with a chance to describe its processes clearly. The
concluded service agreements then made use of this. Step by step, using different
technology the performance requirements were accentuated.

From the development department one wanted to get a grip on the exploitation of
the e-business channel at the Dutch tax supply centre for IT, BCICT. Giesberts
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(2002) looked at various models that go into the level of operating in IT
organizations. He examined the world-class IT management model, the CMMI
model and the EFQM model. With the aid of these models he defined a model for
an IT organization and decided that the BCICT with regard to the exploitation
of internet solutions operates somewhere between the levels 1 and 2 as defined
in this model. His research then opened the way for starting projects that aim
to raise the operating level.

Managers want to change organizations with as little risk as possible. Changes
are often implemented by executing a project. It is in that case useful to be able
to determine in advance what the risks of such a project are and how one may
minimize these risks. McFarlane defined a method for this purpose, indicating
when, what measures have to be taken for keeping the risks of a project as
minimal as possible.

Isaca provides a framework with the CobiT model, which may be used to
determine which EDP audits can be performed in organizations and what their
results could be. These Control Objectives for Information and related Technol-
ogy (CobiT) make use of international standard methods such as ITIL.

Contents of this chapter

This chapter focusses on the evaluating and improving of IT organiza-
tions. On the pretext of ‘house in order,” methods for improving services and
products of organizations are discussed. The chapter starts by indicating the
functional and performance requirements with regard to the products and ser-
vices of an IT organization. The services and products are effected by executing
processes. The execution of those can be looked at from various perspectives
and one may methodically arrive at improvement of these products and services.

After positioning the methods, these are discussed. These may be specifi-
cally aimed at improvement of processes or more aimed at laying down standards
for products and services. With regard to the processses, the ISO 9001-2000 set
of methods and their relation with the ITIL method and the EFMQ model are
discussed, amongst others. Regarding products and services, the translation of
agreements as laid down in service level agreements into products and services
to be supplied is discussed.
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Figure 9.1. Evaluation and improvement: an overview

EVALUATION AND IMPROVEMENT

Perspectives and reasons

Figure 9.1 gives and overview of this chapter. The IT organization op-
erates on a basis of targets and delivers products and services. To this purpose
processes are executed in a front and a back-office. These processes concern
objects. The execution of processes can be regarded from different perspectives.
These are the perspective of:

—the person working with IT, looking at the work processes to be performed;

—the accountant, who ensures the processes in question are carried out
controllably;

—the organization adviser, who tries to improve the processes;

—the management that aims to deliver the products and services with as
little as possible risk, at costs as minimal as possible and with the largest
possible degree of reliability.
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Methods for improving the organization

Customers make functional demands and performance requirements to
the products and services delivered by the IT organization. In order to be able
to deliver these, processes have to be carried out. The management of the IT
organization has to make choices, if it wants to improve the organization. It can
choose:

(a) to carry through the improvement in the line organization or especially
start up a project for achieving an improvement;

(b) to apply the improvement in-house or (partly) hiring another organiza-
tion for this;

(c) beforehand and/or during the implementation of the improvement, to
have a risk analysis or a countercheck carried out. This helps to look
at an improvement from a distance and changes possibly one’s ideas
about the improvement.

There is a difference between having a countercheck done and making
a risk analysis. A risk analysis can be done in-house by an organization.
It involves focussing on checking the risk and advising on measures
for reducing this risk. A countercheck however is always performed by
a third party. Moreover a countercheck can be performed for various
reasons, for example because:

—one want an external confirmation whether the right approach was
chosen;

—one wants an external check of one’s own actions;

—one wants arbitration about issues raised;

—one wants to see whether there are any blind spots;

—one wants to cover oneself;

—one flounders and asks oneself, what next?

—there are failures and the plans have gaps. One wants to point these
out.

(d) about the approach to improvement. One may design this first and next
introduce it. One could also check first together with those involved
which improvements are needed, design these together with them and
next implement these;
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(e) Aboutthe control of the lifecycle of improvement. This can be controlled
top down, thus forcing change. A second strategy is the management
relying on the rational behaviour of people and introducing the change
using communication and training. A third strategy is stimulating em-
ployees to be as largely as possible involved in the change. Finally, the
management can limit itself to facilitating the process and have the em-
ployees implement the change.

THE PROCESSES: PERSPECTIVE
ON PROCESS IMPROVEMENT

Concentration on processes

Various methods concentrate on the processes of an organization. One
asks oneself questions like: is the process possible? Is the process affordable
and what are the risks for executing the process like this? Next we discuss the
process improvement using the way as described in the quality system ISO 9001-
2000; via looking at execution of projects involving as little risk as possible and
via checking processes through the eyes of an accountant. This last mentioned
perspective is the one used in the CobiT method.

ISO 9000-2000

The series of standards ISO 9000-2000 describes a systematic approach
for realizing a certain quality level of processes within an organization. The ISO
standards pay a lot of attention to the customer. Besides taking the customers’
needs as a starting point, it is also ensured that the organization is aware of
the customers’ requirements and it checks customer satisfaction regularly. The
position of the management of the organization is central in this case. A second
remarkable point of the /SO standard is that this puts emphasis on the evolutionary
improvement of the processes. Below in this context, a connection will be made
between the ISO 9001-2000 standards and a development model derived from
the EFQM model and the CMMI model.

The ISO 9000-2000 standards include the ISO 9000 standard that pro-
vides the basic principles and a glossary; the ISO 9001-2000 standard that
provides the requirements for certification; the ISO 9004-2000 standard with
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guidelines for improvement of performances and the ISO 10011 standard that
provides guidelines for audits of quality management systems. Points of depar-
ture for the ISO standard are customer orientation, leadership, involvement of
the employees, the process and the system approach, continuous improvement,
decision making based upon facts and realization of a win-win relationship with
the suppliers.

Parts ISO 9001-2000

system.

(a)

(b)

)

(d)

(e

The ISO 9001-2000 standard describes the requirements to a quality
These requirements are:

The organization has to set up and manage a quality system. This qual-
ity system includes a description of all processes. Next it records the
standards, on which are checked at execution of the processes. Based on
this, measurements to the processes are carried out and the execution is
controlled.

The management of the organization is demonstrably involved in the
control and ensures that the organization works customer oriented. It
is aware of the benefit of quality management, allots the necessary re-
sources in order to guarantee quality of execution and regulates the
management of the quality system.

Controlling the organization, attention is paid to sufficient training of
the employees; the environment where the processes are executed and
the facilities one provides for execution of the processes.

The organization’s products are made by processes that are set up from
the customer’s requests. Frequently the customer satisfaction is mea-
sured.

The performances of the organization are measured permanently, these
measures are analyzed and improvements are implemented on the basis
of these findings. Amongst other things the process execution is audited,
the control of special processes, the preventive measures that were taken,
customer satisfaction etc.

In Figure 9.2 is indicated roughly which requirements an organization

has to meet according to the ISO 9001-2000 standard. A combination of ISO
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Figure 9.2. Overview of some requirements to a quality system according to ISO 9001-2000

9001-2000 standards with models that represent the level of operating in an
organization, results in a plan for arriving gradually, in a structured manner, to a
higher level of operating.

Level of operating

Since 1991 CMM'’s (Capability Maturity Modellen) have been devel-
oped, aimed at various disciplines. The CMM’s came into being with the de-
velopment of Software CMM, after which amongst others Software Acquisition
CMM, Systems Engineering CMM and People CMM were developed. Although
the developed CMM’s are regarded separately as useful, combining several of
these models proved problematic for organizations. The Software Engineering
Institute (SEI) was therefore given the task of integrating various CMM’s. This
SEI is a research and development centre, sponsored by the Ministry of Defence
of the United States. The SEI is part of the Carnegie Mellon University. The
order to the SEI resulted in the integration being reality in August 2000 and
version 1.0 of the Capability Maturity Model Integration, CMMI, was released.
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This new framework relies on the success of Software CMM whilst offering a
larger supply of activities and process domains and also is in conformity with
international standards.

CMMI

The CMMI includes 24 process domains. A process domain describes
what organizations that make use of an effective process do and why they do this
in this manner. The process domains as distinguished by the model are:

—Requirements Management

—Project Planning

—Project Monitoring and Control

—Supplier Agreement Management

—Measurement and Analysis

—Process and Product Quality Assurance
—Configuration Management

—Requirements Development

—Technical Solution

—Product Integration

— Verification

—Validation

—Organizational Process Focus

—Organizational Process Definition
—Organizational Training

—Integrated Project Management (adjusted in product development)
—Risk Management

—Decision Analysis and Resolution
—Organizational Process Performance
—Quantitative Project Management

—Organizational Innovation and Deployment
—Causal Analysis and Resolution

—Integrated Teaming (just for product development)
—Organizational Environment for Integration (just for product development)

Each process domain is composed of targets and activities. Through exe-
cution of prescribed activities, described targets may be achieved. CMMI aims
at a level of operating of the organization as a whole. Organizations may vary



House in order: evaluating and improving 187

Level: Process areas:
SW-CMM version 1.1 CMMI

Repeatable: |control requirements control requirements

(2) planning software mngmnt planning projects
tracking software project track and control project
subcontract control contract control
quality assurance managemeni processé&product qual.ass.
appl. configuration mngmt | configurattion mng.

data management

measuring and analyzing

Defined process focus organization process focus organization

(3) Hetermining processes organ. | defining processes org
training programm training organization
integrated appl.mngmt integrated project mngm

risk management
application product engineer. |customer and product req.
technical solution

product integration&verifi-
cation, validation
attunement between groups | integrated project mngm
reviews by colleagues product verification
analysis deciding&resolv.

Controlled | quantitative control process improv. organ.
quant.mngm.qual&process

(4) applicatie quality mngmt org. process performance
quant.mngm.qual&process

Optimised  |preventing errors check cause&resolve

change mngmt IT org. process techn.innovat.

process innovation

(5) change mgmnt proces OFg. process innovation
l,l’.'."-')('('\'.\' mnovation

Figure 9.3. Operating level, as distinguished in CMM and CMMI

with regard to their level of operating. These levels have been defined in advance
within CMM and CMMIL. The levels are attained by complying with all targets of
the process domains. In Figure 9.3 these targets are given for the software CMM
and for the CMMI. One can notice that operating at level 1 is considered a given.

EFQM Model

In 1991 the Steering Committee Dutch Quality was established, with
the goal (also) to pay more attention in future to quality in the Netherlands. The
steering committee chose to use the European quality model of the European
Foundation for Quality Management (EFQM) as point of departure for quality
management in the Netherlands. The choice for the EFQM model was made
because of the self-assessments, the matrices for positioning an organization and
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Figure 9.4. The EFQM management model

the graphic representations the model offers. The EFQM model was extended
by distinguishing some five development phases in each organization. These
development phases bring into vision which development an organization goes
through in its views on quality.

This Dutch version of the EFQM model is called in this book the EFQM
management model. The model is composed of nine practically oriented areas
of attention. The areas of attention are composed of five organization areas and
four result areas. The five organization areas concern the set-up and control
of the organization. The other four areas of attention related to the achieved
results, or in other words, what the taken measures actually yielded. In the result
areas measures are taken using direct (external) and indirect (company internal)
benchmarks (see Figure 9.4).

The model should be read from right to left: ultimately the achieved
company results, based upon customer satisfaction, staff satisfaction and the
position in society are of importance. These three aspects are the result of the
processes in the organization. These are in turn influenced by policy and strategy,
personnel management and resources management. These organizational aspects
are in turn entirely dependent on the contents and control of the leadership.
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Phase Description

Phase 1: Activity  |Everyone strives to do the job as best one can in his/her own work situation. Expertise

loriented is highly valued and supported by training. If there are complaints, the organization

tries to remedy these. This phase is characterized by being product oriented.

Phase 2: Process The production process or primary process is controlled. The dependency comes into
iented the picture. The individual steps in the process are identified; tasks and

responsibilities have been laid down. Performance indicators act as a means of

control. Processes are improved on the basis of established problems.

Phase 3: System Improvement of the organization as a whole is worked at systematically on all levels.
riented The feedback loop is applied in primary, supporting and controlling processes.

Customer focus is dominant for the policy that is aimed at preventing problems

instead of repairing these.

Phase 4: Chain With partners in the maximum added value is strived for. Per partner it is determined
riented who is most suitable for executing a certain task. Control systems are interconnected.

Innovation is the main thing.

Phase 5: Excel and [The organization is at the top of its market segment. The process of continuous

transform (Total improvement is embedded in the structure and culture of the organization. On the

(Quality) basis of a long-term outlook the sails are trimmed to the wind in time for starting up

new activities setting up the organization for these.

Figure 9.5. Levels of operating in the EFQM model

Apart from attention areas, the EFQM model recognizes the develop-
ment phases as mentioned above. The five development phases describe the
different phases an organization will go through, when progressing from an ad
hoc oriented organization to an organization with total quality care. The devel-
opment phases are defined in Figure 9.5.

Choosing a model

Giesberts (2002) compared the stages an organization can operate at as
recognized by the CMM/CMMI models and the EFQM model. Next, he inves-
tigated the IT service CMM. He ascertained in this comparison of models that
the level on which is prescribed how an organization should set up its processes
differs considerably. Both the CMMI as well as the EFQM management model
provide concrete targets that have to be made. Each model indicates five lev-
els, where the IT service CMM only has three levels of operating. The CMM
models furthermore progress further than the EFQM model by describing ac-
tivities to be executed providing extensive explanations for these. The approach
to these is however mainly aimed at use in a software and product development
environment. The process areas of the CMM models are aimed less at the up-
keep of IT products, services and processes. This makes these models in his
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opinion less suitable for offering support at measuring the operating level of an
IT organization.

The line of approach of the EFQM model is more befitting. This model
does not target a specific area. The targets set per area of attention, are general
in set-up and may be used at the level of organizations, departments or projects.
The general terms are meant to be applied on a certain situation after transla-
tion. The layout of the areas of attention guarantees moreover a wide covering
across the entire (IT) organization.

ISO 9001-2000 and ASL

Apart from the distinction between levels, there are checklists avail-
able that enable an organization to determine its position regarding application
of ITIL or ASL. The checklists for ITIL can be found on the ITSMF website
(http://www.itsmf.com/news/news.asp?NewsID=71). The checklist for ASL can
be found in a manual.

Furthermore, Meijer-Veltman (2003) has tested the ASL method against
the requirements as included in ISO 9001-2000, when talking about quality

Subject: Requirement from ISO 9001:2000 norm: | ASL process:| ASL best practices solution:

General organization with a quality management | Quality
requirements] system devel,implementing &improving. | management

Documenta- | quality manual required, targets and Quality product is quality manual, in which internal working methods
tion requirmty: policy. 6 processes+registrations. management | &procedures. Besides DAP files and SLA's.

Responsibility management lays down policy and makes | Quality recording is explicitely arranged in Quality management.

and involve- resources available management | Propagation not explicitely subject of ASL.

ment mngmt

Customer needs and expectations customers have to | SLM.incident| requir. ete. stated in SLA. Temporarily recorded in incident
oriented be defined. Management takes care of this. | mg, ACM,CM| mngm, later implementation in CM, future in OCM.
Quality quality policy aimed at organisation and OCM, quality OCM records future. QM take care of cont. improv.The
policy: on improvement. Mngmnt propagates this. | Management | communication about this is not arranged for in ASL.
Planning: targets policy and measurable Plan&control | through planning and control control on achieving

strategy of OCM
Responsibi- | must be clear how these are divided Quality responsibilities and way of communicating within
lity, authori- | and how one communicates internally. management | team is laid down in mngmntplan. For organ. in manual ASL.

rity and com-
munication

Management | operation quality mngmnt system must Quality mng. | Standard ASL provides series review moments. Norms &
assessment: | be assessed regularly. SLM standards for management team are laid down and if needed
ete adjusted. This might be as result of experienced service levels

Figure 9.6. ASL and the requirements to a quality system as demanded by ISO 9001-2000
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of application management processes. Figure 9.6 shows where in ASL the
requirements as stated by ISO 9001-2000 are discussed. In general she arrived at
the conclusion that ASL tested against the /SO quality system does have certain
flaws, concerning:

—communicating quality policies to the employees;

—explaining that making facilities available is necessary when working in
conformity with ASL;

—the aspect procurement of people and resources;

—clear indication of the responsibility of the management when working in
conformity with ASL and the execution of management reviews.

ASL does cover the responsibilities within the application management
teams and the quality measurements at the level of application management
teams.

THE PROCESSES, RISK PERSPECTIVE
Dealing with risk

Apart from the perspectives evaluation and improvement, it is also
possible to look at the processes in an organization from the perspective of
risk evasion. In doing this, a distinction is made between the risk involved in
executing projects and the risk one runs when the tasks that have to be carried
out daily stop. The first is called project risk; the second is called operational
risk.

Project risk

Project risk is the risk that innovations of IT facilities are not imple-
mented at the time and within the budget agreed in advance. It is a risk that
remains, even if the best tools are used and one has all the resources one asked
for at one’s disposal. The result of occurrence of project risk is that:

—planned profits are not achieved or not entirely achieved;
—the project overruns, which makes the project more expensive than ex-
pected;
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—the project does not turn out very well from a technical point of view;
—the application at closer inspection is not as optimal as expected or does
not work on the existing technical infrastructure.

Project risk has in general three reasons. The first being that the size of
the project is relatively large compared to other projects within the organization.
More departments are affected than is normally the case. The project involves
a larger budget etc. The second reason is often that the organization has not or
not sufficiently mastered the used technology. One comes across surprises and
is not sure how to deal with these. The last reason is the fact that one does not
know what one wants. During the course of the project one constantly changes
the scope and the requirements the end result has to meet. The project team is
more or less driven to distraction and increasingly loses its motivation.

Definition project risk

The project risk may be discovered by means of interviews or by or-
ganizing Delphi meetings. Various levels in demand and supply management
are asked for their opinion on the progress of the project, the results already
achieved, their expectations and possible measures for adjustment. If the risk is
considered too big, one may decide to take measures. These could include rein-
forcing the team, changing the scope of the or/and pursuing an adjusted lifecycle
of implementation.

Figure 9.7 shows what the project risk is, if the aforementioned causes
for risk apply to a project. All the same, organizations will not always be able
to avoid risky projects, especially when application of IT is of great importance

not knowing what knowing what you wan

you want

Technique known, size large low risk low risk
“size small very low risk very Tow risk
Technique unknown, size large very high risk medium-sized risk
size small high risk medium-sized risk

Figure 9.7. Assessing the risk of a project (Applegate c.s., 2003)
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to them. The reasons why an organization decides to press ahead with projects
could depend on the fact that on the demand-side:

—one has built a reputation, with regard to the number of successful projects
that have been carried out over the past few years and one works strongly
result oriented;

—one is able to provide good project managers and experienced users;

—one is financially healthy.

On the supply-side the following factors help to decide to continue a slightly
more risky project after all:

—the supply organization has a good reputation with regard to the exploita-
tion of facilities;

—it is a matter of continuous improvement in quality and innovation of
services;

—the planning often comes true;

—the test avenues work well;

—and one stands by one’s agreements!

Measures for limiting the risk

Depending on the type of risk one may take measures for limiting the
risk. In case one has to deal with the risk, one does not know exactly what
one wants, measures to do with integration are of importance. In dealing with
large projects, in which the technique is less familiar, correct planning and use
of experienced IT employees will have to get attention. In Figure 9.8 gives
an overview of measures that could possibly be taken. Projects are often part
of project programmes. Each project is in that case result-oriented implemented
and yields return on investment within a maximum of nine months. Furthermore,
each project has its own justification. In the previous text the result-oriented
implementation of changes was discussed.

Operational risk

Apart from project risk an organization is open to operational risk. De
Wijs (1995) investigated this operational risk. He indicates when it is opportune
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external integration

user project manager

setting up steering committee

users control change

all information spread

selection of users as team members
formal approval process with user
user responsible for training and
implementation, etc

internal integration

experienced IT-man leads team

many team meetings

minutes spread over key decisions
regular technical status included

many experineced team members
members take part in objective meetings
etc

formal planning

formal planning methods
choice of milestones
standards for reports ete
project approval process

formal control methods

periodical actual vs. budget
formal change procedures
regular milestone presentations
deviations of plan observed

evaluations per phase and of total.

Figure 9.8. Overview of risk limiting measures (Applegate c.s., 2003)

to take measures for limiting this risk. His method for dealing with operational
risk consists of three steps. These are:

1. Defining the complexity of the IT facility. In this step one works out
which tasks are supported and to what extent this support is strongly
integrated or whether one uses various facilities that are linked to each
other. Based on the findings the operational risk is determined. One takes
into account:

—the seriousness of the occurring disaster;

—the measure in which the consequences of this are immediately expe-
rienced;

—the irreversibility of these consequences in the long run;

—the controllability of the disaster given the measures taken;

—the extent to which everyone fears the occurrence of the disaster;

—the relative news value of the disaster for the media;

—the familiarity of the experts with the disaster and its consequences;

—and the willingness of user management for accepting the possibly
occurrence of the disaster.

2. Determine the possibilities one has to prevent the occurrence of the
disaster. One could think of extra facilities for increasing availability,
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a fallback computer centre for being able to continue working after
disasters such as a fire and an extra, separate cable link for keeping the
connection, even when one cable is broken. In general one checks one’s
IT facilities and tries to find out which is the weakest link.

3. And finally, the necessity for taking measures, given the reliability of
the facility and the specific requirements of the situation.

De Wijs (1995) determines this way after thorough analysis the possible
facilities. In order to realize these he demands that the risk is quantifiable and
directly influences the demanded performance requirements. This way they may
be justifiable in a business economics context.

THE PROCESSES: AUDIT PERSPECTIVE

EDP audit

The third perspective on improving and evaluation of processes, dis-
cussed in this book, is the one of the EDP audit as seen from the accountants
point of view. Accountants often use the CobiT method for audit of the IT or-
ganization (www.isaca.org). CobiT makes a direct connection between the op-
erational processes and their support by IT. CobiT uses international standards.
CobiT consists of a number of parts. These are (see Figure 9.9):

—a framework of targets and requirements to do with 34 processes in an IT
organization;

—specification of 302 audit targets for these 34 processes;

—audit guidelines in step-by-step plans for the various audits;

—management guidelines included in defined critical success factors, indi-
cators and benchmarks;

—tools for implementing CobiT, such as case studies, presentations, fre-
quently asked questions, diagnostic tools, etc.

Figure 9.9 shows the 34 CobiT processes. These 34 processes cover the
domains planning and control, procurement and implementation, management
of IT facilities and monitoring of these facilities.
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(0] tignal t s
| peratigna’ targets Planning&attunement:11

processes:

Monitoring: 4 processes Cobit -determination IT plan

- monitoring processes -determination architecture

- assessing int. contr. Information: -effective -defining techn.direction

- ask independ.opinion -efficient  -confident. -defining IT organization

- ensuring independ.audit -reliable -available - -controlling IT investment
-compliance -continuity -communicating targets

Managing: 13
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defining service level
control third parties
control perform&capac
safeguard contin.service
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IT facilities external rules
p- people - technology - assessment risks

-data - facilities - control on quality
- applications 1

I -controlling people

safeguard security Procurement and implementation:6

costing processes

training and advicing  gum—(- identify solutions

control configuration - procure and manage applications

control probl&incident - procure and manage infrastructure
| | control data, production - develop and manage procedures

facilities - install information systems

- control changes

Figure 9.9. The 34 processes in an IT organization as recognized by CobiT

PERFORMANCE REQUIREMENTS
REGARDING PRODUCTS

Performance requirements regarding products

The products of the I'T organization have to comply with functional and
performance requirements. These functional and performance requirements are
laid down in service level agreements. In Chapter 2 we indicated that functional
requirements depend on the perspective one uses for looking at an IT facility. The
management for instance looks at targets; the user has to be able to work with
it; the IT supply organization poses requirements from application management
and exploitation considerations and the project manager would like insight into
the importance of a function to each of those concerned. Functional requirements
are often not so quick to improve for one single organization. The evaluation also
does not often have immediate results because these requirements often concern
the outcome of applications. In case one deals with tailor made applications it
is possible to reduce this gap between requirement and reality gradually. In a
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standard application this is often more difficult to achieve because the application
is shared with many users outside the in-house organization. In general it is not
advisable now to build a facility for bridging the gap between wish and reality
but to wait until the manufacturer of the standard package meets the functional
requirements. Thinking up one’s own solution may turn the implementation of
next versions and/or releases problematic quite quickly.

Actions as a result of performance requirements

When speaking about performance requirements, the situation is a dif-
ferent one. An organization can often choose between alternatives for reducing
the gap between wish and reality. It is therefore useful to indicate per perfor-
mance requirement, where the excuse for possible action can be found and what
the result of this action might be. The performance requirements:

1. Speed of delivery is influenced by the presence or lack of architecture.
Are there any agreements about the objects to be applied and the way in
which this application is designed—shortly, is there architecture, then
speed of delivery is favourably influenced. This speed can be increased
if within the architecture it was decided to go for drastic standardization.

2. Flexibility of the supplied product. The desired flexibility has to do
with fluctuations in the volume of demand. The measure in which one
is able to deal with changes in volume depends on the chosen objects
and their organization. Some technical infrastructures can be scaled to a
high degree. Some ways of setting up the organization make it possible
to quickly bring in extra capacity.

Example

The IBM mainframe model zSeries890, in full the 2086A04, has four
processors and seven capacity settings per processor. This enables the
user to bring in extra processing capacity as desired during the time he
needs it. The customer only pays for the actually used capacity. This is
the start of on-demand or utility computing.

3. Quality of the product. This involves characteristic qualities of the
delivered product, including reliability of delivery, the confidentiality
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of the data and the continuation of the IT facilities. With regard to the
continuation requirements in conformity with the /SO standard 17799
have to be met. Availability of objects is discussed below.

4. Costs of the product. In Chapter 11 the costs of a product are discussed.
In this chapter notions such as investment versus costs, the total cost of
ownership (TCO) etc. are discussed.

5. The certainty of delivery. This requirement is about the certainty that
a supplier of IT facilities will stick to agreements. In Chapter 13 the
procurement process for IT facilities is discussed. In Chapter 14, in
discussing the subject contract management the agreements made about
products in service level agreements will also come up for discussion.

The five performance requirements examine the question how an IT
facility is delivered and what guarantee one has. These questions are answered
in a service level agreement for a service or product. It is therefore an interesting
exercise to check concluded SLA’s for the five aspects mentioned above.

cessing processing  storage

Consider: redundancy
suppose: pl = 0,9
Input and
output
Pl lm L |m
change of change of change of
operating operating operating

Chance of no incident: = pl*p1*pl = 0,9*0.9*%0.9 =

0,729
Pl
change of
operating
Pl
Pl i change of
chzmg: of Pl operating
operaling ~
PEIR change of
operating

Chance of no incident: = pl*(1-((1-p1)*(1-p1))*pl = 0,9*0.99*0.9= 0,802

Figure 9.10. Effect of doubling on availability
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Availability

For indicating there are different methods for realizing a specific perfor-
mance requirement, we would like to examine the improvement of the availability
of an IT facility. This availability is laid down in the requirement that the average
planned downtime of a facility should be less than 0.1%, daily from 07.00 a.m.
until 19.00 p.m. measured over a three month period. In Figure 9.10 is shown
that by doubling parts of the hardware facility this downtime can be reduced
considerably. Besides one can reduce this downtime by limiting the time needed
for getting the facility back on line. The latter may require better training of
the employees or using more employees. An organization has therefore various
alternatives for increasing the availability of IT facilities.

QUESTIONS

1. Indicate which possibilities one has for improving the products and processes
of an IT organization. [llustrate your answer with two examples.

2. Give at least four possibilities, from which an IT organization has to choose
when it wants to improve its processes or products. Illustrate your answer
with two examples.

3. What does the quality system ISO 9000-2000 consist of? What requirements
does an organization have to meet to comply with this quality system?

4. Why is it useful to employ a model besides ISO 9000-2001 that indicates
the level on which an organization operates? What do the CMM models do
with regard to this? What does the EFQM model do?

5. What does the EFQM model look like? Which levels of operating are in-
cluded in the EFQM model? Give four requirements an IT organization has
to meet, when operating on the ‘system-oriented’ level.

6. List some four points on which the ASL method fails, when checking this
against the requirements of the ISO 9000-2000 quality system.

7. What is useful about the checklist for ASL and ITIL? What is missing when
using these checklists? Illustrate your answer with an example.

8. What is project risk? How is this defined? Why is a project sometimes still
pursued in spite of a larger risk? Illustrate your answer with an example.

9. What type of measures is taken for limiting the risk in a project, in which
there is no sufficient sight of the functional requirements and one does
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not really have control over the technique? Illustrate your answer with an
example.

10. Which type of measures is taken for limiting the risk in a project, in which
one has a proper view of the functional requirements and really has control
over the technique? Illustrate your answer by giving an example.

11. What is operational risk? What are the steps to be taken in the method for
checking whether measures have to be taken to limit operational risks?

12. What does the CobiT method consist of? What four areas do the 34 processes
distinguished by CobiT cover? What is the importance of CobiT?

13. Why is there a difference in actions to be undertaken with regard to ‘house
in order’ measures if one ascertains gaps between wish and reality between
gaps concerning functional and gaps concerning performance requirements?
Illustrate your answer with an example.

14. Check the five performance requirements and define how one could arrive
at reduction of the gap between wish and reality in each of the five areas?
Illustrate your answer by giving an example per requirement.

15. Which possibilities does one have for increasing the availability of IT facil-
ities? Illustrate your answer with an example of each of the possibilities.
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Innovation: new product and/or new service
Qualities of services:
—capital versus labour-intensive
—radical or incremental innovative

Requirements have impact on form and
control of providing the product and the
services around it.

Phases in the development of a service
—example: a workplace service
—reckoning with e.g. location, chain
—designing product and service
—systematic rollout

Impact of operating in chains on the

organization of innovations

Chapter 10

Innovation from the customer
and the chain perspective

Ordina uses offshore sourcing for developing and maintaining software.
To this purpose, it went into partnership with a company from India. For
labour-intensive services that are not tied to one location, there is free choice
with regard to location. Criteria are in that case knowledge and skill, the cost
of labour etc.

Companies increasingly bring in partners for specialized tasks and enter into
long-term deals with them. If an entire company process is taken over from
an organization, this is called business process outsourcing. Taking over the
administrative transaction from an insurer by a third party is an example of this.

With network suppliers, customers have direct access to the status of the
network and real-time projects for improvement of the network are monitored.
In this way the ITO can show its customers, the traffic on each of the lines it has
in exploitation at all times, including highs and lows in the traffic and in the

201
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average traffic. Furthermore, the customer is able to see online, in which stage
of execution the changes are.

In the case of services with a high volume and little diversity, one does have to
pay lots of attention to the design of the service, the extent of standardization and
the employees’ focus. In network services on the fixed network of Dutch telecom
provider KPN a lot of attention was given to the design of the management tools
and the information function. There is information per incident per customer;
there is also overall information per period about the quality of the service and
the service provision.

When organizations increasingly procure IT facilities from third parties and their
support is increasingly supplied in the form of standard packages, it follows
that in implementation of innovations use is made of different organizational
possibilities. There is hardly any project organization left, that is only made up
of internal employees. As a demand organization, one has often only indirect
influence on the functional specifications either by partaking in user boards or
by having contact with the management of the supplier of the packages.

Contents of this chapter

Offshore sourcing, business process outsourcing, real time tracking,
being a member of user boards etc. are all subjects that could come up for discus-
sion at the innovation of product and process of service provision in the IT field.
This chapter goes into this innovation of the product and the additional process
of service provision. The chapter starts by defining the trend in the service
industry and the impact of this on the IT demand and supply organization. Next,
the principles of the IT industry are explained. It becomes clear that in innovation
one can both develop a new product as well as the matching service and that these
products and services may differ with regard to their qualities. It is for example
possible to choose for a more capital or a more labour-intensive implementation
of a service process. One may also choose for a more or less radical innovation of
the product to be delivered or of the delivery process. The demands the demand
organization makes on a product and on the process of service provision, further-
more have impact on the type of product and the control of the process of service
provision.

The chapter also discusses the phases that can be distinguished when ar-
riving at anew product and the process possibly delivered with it. The front-office
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of the IT organization is used as an example for illustrating the importance of
vision development. Various elements that can be involved in the designing of
the IT organization are explained, such as cooperating with partners, determining
of the location and searching for employees. We also discuss the steps one has
to take for being able to exploit IT facilities reliably and also the way in which
the rollout of such facilities is planned. Finally, the way in which innovations in
organizations are organized comes up for discussion. It is noticed that one comes
across increasingly multiform ways of organizing. One sees interorganizational
control, project and working groups, one comes across user boards alongside the
old internal project organizations etc.

TRENDS IN THE SERVICE INDUSTRY, INCLUDING
THE IT SERVICE INDUSTRY

Trends in services

Figure 10.1 shows the trends in the service industry. These trends have
impact on the I'T demand and supply organization. In general, the package of ser-
vices gets more and more focus in this industry. This package is aimed at a certain
market segment or at a specific customer. This customer moreover shops with
increasingly more awareness. He or she wants information about the delivery

Aspect: Previously: To morrow:

Structure sales Processes per All products per
product segment or customer

Position customer | Passive Cooperates in process

Channel integration | Entire channel in Possibly bringing
in-house mngmnt in partners

Way of delivery Waiting for the Only active when
customer there is a customer

Information Often later Direct access to

the most up-to-date

Management info. | Little knowledge of | Real time tracking
use resources

Demand control Limited to reserva- | Customer actively
tion and making of | involved in plans for
appointments giving optimum

Figure 10.1. Trends in the service industry
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process and wants to cooperate with the supplier in an open relationship. The
customer also quite often wishes to contribute to the implementation and deliv-
ery process. The supplier is also often unable to provide the requested products
and/of services all by themselves and therefore has to cooperate with partners.

Impact on the demand and supply organization

These trends in the service industry are of influence on the IT demand
and supply organization. The demand organization combines the customer’s
wishes for IT facilities. Because of its knowledge of the customer organization,
it is a valued partner for the supply organization, with regard to implementation
of new services and the daily contact about products and services. It knows what
experiences the organization has had with the provided products and services. It
wants insight into the delivery process and the product at the supply organization.
It prefers to get this insight on line because this enables real-time warning and
early warning in case of problems. As a spokesperson for the demand, it aims at
payment of services according to usage, up to a clearly defined ceiling.

The supply organization sets up a front-office, in order to have a contact
point for the question. This front-office is aimed at a certain customer segment
or a specific group of customers. In standard services this will increasingly make
use of IT. The customers are than able to see the answer to their question on the
internet and may, if necessary, download and install the solution to a problem.
If a front-office is set up, then each location will be evaluated on advantages and
disadvantages. This is because, with the modern network front-office work or
back-office work as well as individual processes of front and back-office may
take place anywhere in the world. The supply organization next sets itself up in
such a way that subcontractors can be controlled.

POINTS OF DEPARTURE IN DEVELOPING IT
PRODUCTS AND SERVICES

Principles
Within these trends, one arrives at innovation of products and the services

to be supplied with these. When designing a product, one designs the IT facility
as well as the organization for keeping this up-to-date and in production. The
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Figure 10.2. Innovation of product and service

Evaluating and improving

Prototypes and final

product can be delivered in combination with a provision of services around it.
One will have to ask oneself which services these are, also how these services
in the field of functional management, application management and exploitation
are provided and what these choices mean to the work in a front and back-office.
Figure 10.2 shows in a diagram what designing a product and the matching
service implies.

Qualities of services

Services distinguish themselves in four areas. These are the degree of
interaction between the supplier of the service and its customer and the work this
brings to the supplier. Furthermore not every product and every service can be
delivered just like that. In order to supply certain services, one first has to have
a number of basic facilities at one’s disposal. Besides, the supplying of products
and services results in a certain relationship with a customer. Finally, services
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Figure 10.3. Qualities of services

distinguish themselves with regard to result. We will examine these four areas
(see Figure 10.3).

Interaction and work

Products are often delivered with a specific package of services around
them. This package may lead to a lot or a little work. The package may not be
tailored to the customer but on the other hand may also be entirely tailor-made
for the customer. If the product ‘Office workstation’ is supplied, one will often
have a work package that involves the most work in installations and migrations.
The dealing with calls will be computerized more and more.

This computerization goes as follows. The customer looks on intranet
and notices his problem in the top ten of problems. He downloads the solution
and installs this. The effort the IT supply organization has to make is an effort
in advance, when designing the service. Once this service is up and running,
the work will take place automatically in 99% of the cases. This might change,
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if the front-office starts to supply advice, development and handholding skills.
This could be the case, if a demand organization wants to set up a facility for
business intelligence information. The company has for example procured a
product, such as Business Objects or Cognos and wants to open up the databases
for its management. Depending on the type of service, implementation of the
product leads therefore to a more or less labour-intensive support process.

Basic facilities

Delivery of some products and services is impossible without having
certain basic facilities at one’s disposal. A supplier of ASP services should for
example have the necessary IT facilities at his disposal, as well as information
on deliveries that were made, the expertise for exploiting the service up-to-date,
ensuring that the necessary security measures are in place etc. A supplier of
consultancy services on the contrary, does not always have to have basic facilities
for being able to advise. Each product and every service surrounding a product
has its own requirements regarding the necessary basic facilities.

Start of relationships

Supply of products with surrounding services may result in a certain
relationship between customer and supplier. This relation may have a permanent
character, such as with a large sourcing deal. It may also be a more one-off
procurement of a facility. Apart from this, the relationship may involve permanent
supply of products and services, as well as each time on demand supply of indi-
vidual services.

Result

The fourth and last quality in which services may differ, is its results.
Some services provide people with a tangible result. Other services cause tangible
things to happen, such as the proactive care for maintaining the technical and
informatics infrastructure. Apart from this, services may also lead to a less
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New type of service ] Description: | Example:
Radical innovation:
Important innovation New service in market ASP service for MS Office for
not yet existing .medium & small bus.customers
New company Delivering new services in Virus alert service
an existing market
Suppy new service in Delivering new services to Utility computing as implemented
the already suplied market existing customers on IBM mainframes
Incremental innovation:
Extension package of services Extension with quick dial, Gradation of services supplying to
new training etc. Customers e.g. 7%24, 5*14, 5*8 h/d
Improvement of the services Change in characteristics of Instead of teleph. calls and faxes
the current service just dealing with e-mails
Change in style service Modest adjustments that have Front-office rings back, asking
impact on perception customer whether customer was well served.

Figure 10.4. Innovation of services and producten

tangible result. An example of this is training people or providing advice on
a possible configuration of facilities.

Risks at innovation

The implementation of new products and services can be seen as the
introduction of innovations in organizations. Christensen (1999) teaches us that
there are types of innovations. He makes a distinction between more radical
innovation and more incremental innovation (see Figure 10.4). The most radical
innovation leads to an entirely new product and an entirely new service for a yet
unknown market. Examples of this were internet services in the year 1994. Less
radical but radical all the same is a new company that supplies a new service
in an existing market. Besides, the new service can be supplied in an existing
market to existing customers. Apart from a radical innovation of a product and/or
service, an organization may also decide on a more incremental innovation. The
least drastic here is a change in the style of the product or the service. The most
drastic concerns a straightforward extension of the package of services.

As the innovation is more radical, questions about the risk involved in
implementing this innovation emerges. One asks oneself whether the innovation
is technically possible, one asks oneself whether there are sufficient customers
for it and one asks what the implementation risks are. As we know from the
above mentioned, these risks are relative. Each organization has its limits.
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Functional requirements to product/service
and their effect

Functional requirements to a product and its service may result in the
service being very large in size, not being very diverse, that it has to cope with vast
changes with regard to demand and is at the same time very visible. Examples
of this are the check-in applications of airlines. These have to deal with a few
hundred thousand transactions a day. The application is fairly straightforward.
The use of the application varies. For British Airways at Heatrow airport in
London, the daily peaks are between 7 and 9 a.m., 12 and 14.00 p.m. and between
17.00 and 19.00 p.m. If the application does not work, this presents a big problem.
This problem becomes quickly visible for all and sundry because of the resulting
queues.

The effect of volume, diversity, variation in demand and visibility, ex-
presses itself in the design of a product and its surrounding services and in the
planning and control of the supply of products and services. Figure 10.5 shows
how a high volume with little variation in demand results in:

—a design of the service provision process that was given a lot of attention,
that is standardized to a high degree and is mostly supported by especially
targeted IT facilities;

Volume: Variation: Emphasis on design  Attention for  Location  Flow 1T
standardization:
Low High On design service Low Can With G
decentral  inter- r
rupfion
Low: little repetition High:  alot of repetition I l
every employes ’ specialization i
2 ¢ parts Volume : Often Conli-  Dex
Leas standicd T High  Low On design process  High inone place nuous  cate
high cost per service low cost per service
High: flexible to construct Low: Continued effect on design of the service
ofter Diversity
more Wi CUSIOI T fm—

higher cost fservice

volumeidiversity: response  planning most  control: Vuls

to customer:horizon: important: rable
o OW: stable specificatic lintle High slow shon timing detwil Hi
High: change a lot Low "bl_ “: I'_" Jagl & i .
- routine delivery
anticipate a log 1 >
e Change in predictable
in contact with demand  qeaCmand __ 7"!”‘ degroe use resources
high cost/service low cost/service
+ aggre
Low:  standard large  Low fast long volume gated  Lc

High: nomm short waiting time
customer perc. determines
commun. skill needed
multicolservices pack.

how cost/service -—

less real customer contact

less communication skill
Visibility high demands to staff Continued effect on planning and control
centralizaion
low cost/service

Figure 10.5. Relation between functional requirements and design, planning and control
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—making sure in planning and control of the services to deal with the cus-
tomer call quickly, that sufficient resources are planned in and controlling
takes place at authorized level.

DISCOVERING, DEVELOPING AND IMPLEMENTING
A NEW PRODUCT OR A NEW SERVICE

Designing products and services

The process for realizing a product including matching services goes
through four phases. These phases are: vision development, closer analysis,
development of the product with the surrounding service provision and the in-
troduction of the product inclusive of services. In the first two phases, mainly
the demand organization is at work. In the development and the implementation
phase the supply organization usually plays the largest part.

In the first phase, that of vision development, the target and target group
of the product and its services is defined. Ideas are generated and screened on
contents and on form and way of working. From this a first conceptual idea
originates. This idea of product and service is internally checked against the
business management and put to the users. Next the concept is adjusted.

Thereupon, a business case is made up of the created product/service
combinations. The way in which these are to be realized is also given considera-
tion. This may be through a top-down design approach; it may also be in dialogue
with the people that at a later stage will have to deliver the products and services.
Next, control of realization and introduction are of importance. This may be
described as directive control but other types of control are also possible. As
soon as the business case is arranged and the go-ahead for development has been
given—in other words the order has been given to the supply organization—we
go to the next phase. In this phase the implementation is planned, the operational
processes are designed, the marketing is started, the supporting IT and other
functions are realized and the employees trained. In these last mentioned tasks,
the supply organization plays a part.

The development is followed by the implementation. This implementa-
tion may take place possibly at replacement of an existing product and service,
whilst the old product and the surrounding service are still being supplied. In
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that case we speak of a dummy run. There might also be a first introduction on
a small scale. In that case we call this a test run. The supply organization can,
if necessary, assist in this or/and apply extra service teams. In time full-scale
introduction takes place. This is when the regular checks are running, prod-
uct and service are periodically evaluated and all management reporting is in
place.

Example of a choice

An example of a choice in the phase of close analysis may be demon-
strated using a workplace service. In the exploitation of 5000 workplaces, one
has to have a facility at one’s disposal for installing these workplaces and also
a facility for being able to migrate these. Apart from that, the minimal require-
ments are a service desk and a planning/control function. When designing the
product there are therefore choices to be made. These are:

—a purely standard workplace;

—a workplace in which the customer has a standard configuration per type
of work;

—a workplace in which the customer chooses from a number of options;

—a workplace made entirely according to the customers’ wishes.

There are also options when designing the service. The customer may
for instance take care of the installation and also download updates later on. The
workplace may also be installed by the organization that supplies the workplace
service. Choices also have to be made at setting up the service desk. One of the
choices might be that the service desk only solves technical problems. Another
might be that the customer can look online, diagnoses the problem and subse-
quently installs the solution. Finally, one may choose to run a full service desk
that does not only solve problems but also provides advice and handholding ser-
vices. Besides, this desk registers what the customer is doing so one may arrive
at a proactive management.

The more the workplace service is tailor-made, the more information
a front-office needs about the installed product, the work process of the orga-
nization that supplies the workplace services and about the customer. If this
information is lacking, it becomes more difficult to specify the customer’s prob-
lem and act pro-actively and a call is often referred to the back-office too quickly.
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Figure 10.6. Factors involved in determining a location for the demand and supply organi-
zation

Elements to be included in design

In the designing of a product and its services, questions might arise about
the location from where the products and services are supplied, the parties in-
volved in the delivery and the manning of the organization that supplies the
product and the services.

Figure 10.6 shows that an organization could ask itself questions with
regard to the location of the demand and the supply organization. These are
always cost-related. In the supply organization labour costs will play a part, in
the demand organization these will mainly concern the positioning close to those
that decide the demand.

Apart from looking at the location, the insight into the chain of service
providers that is created is also of importance. By drawing the chain of service
providers and the checking of every one of the service providers, insight is pro-
vided into the dependency of the product and the service on a particular part-
ner. One sees to what extent this partner is dependent on this contract and
what possibilities there are for bringing in extra resources in case of problems.
This way, the importance of the contract becomes clear, as well as the risk
one runs in granting this contract. In Figure 10.7 a drawing of such a chain is
made.

The way the organization is fleshed out with functions and the fulfilment
of these functions also demand attention. This subject is discussed in Chapter 12.
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Figure 10.7. The chain of suppliers involved in delivering the product and the service

Points of particular interest concerning the design

of the IT facilities

After establishing vision and set-up of the business case we arrive at
designing the IT organization. Looijen (2000) did once indicate in which steps
one could arrive at the necessary facilities on the supply and the demand-side.
This step-by-step plan by Looijen is adjusted below to the situation of today.
There is often already an explicit organization of the demand and one or more

supply organizations.

Designing of the IT organization as necessary for the new product and
the services needed with this, proceeds using the following steps:

1. The demand organization draws up functional and performance require-
ments for a product and its services that are to be supplied.
2. The supply organization(s) describe the objects needed for supplying

the product and the service.

3. The demand organization defines the tasks to be carried out in order to

comply with the requirements.

4. Demand and supply organization(s) translate the task into processes and
indicate, what the processes for this situation look like. The processes
are divided into processes for functional management, application man-

agement and exploitation.

5. The IT organization is described: who is responsible for what?
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One designs the IT organization by allocating tasks to organization units.
One describes functions and roles of functionaries.

One lays down the functional and performance requirements in SLA’s
and executes tasks on the basis of this in the implementation phase.
One evaluates and simulates the set-up IT organization. On this basis
changes are made (e.g. using role-play with people in simulations of
procedures).

The rollout of IT facilities

to plan.

(a)

(b)

(c)

The design is followed by the rollout phase. This phase goes according
In a rollout plan attention is given to the following subjects:

The IT organization for exploitation, application management and

functional management that is constructed further during the rollout.

The tasks to be executed in the domain of rollout. These include:

—more concentrated tasks such as planning/manning, setting-up of the
infrastructure and applications, extra service desk, extra release man-
agement and extra change management;

—more deconcentrated organized tasks such as configuring of the au-
thorization of employees, setting-up and training of departments and
implementing the IT facilities in areas reckoning with conversions,
testing and handholding and dummy running.

Measures that promote organizational support (depending on

choices in a further analysis made) such as:

—personnel measures: like working with a permanent team, changing
employees less often, encouraging people of the demand and the supply
organization to work on the teams etc.;

—communication measures, such as publishing a magazine, producing
and showing videos, organizing conferences etc.;

—evaluations of actions, such as organizing Delphi sessions for defin-
ing the risk to be taken and discussing how to deal with these, the
collection of experiences and including these in future implementa-
tions.
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THE IMPACT ON THE ORGANIZATION
OF WORKING WITHIN CHAINS

Organizing change

The previous text shows that result-focussed implementing takes place
on the basis of a rollout plan and that a client from the demand organization
sponsors this implementation. This client chooses whether he introduces the
innovation as a change within the line or to start with as a project beside the
line, of which the results in the long run will be assimilated within the line.
Both types of introduction of innovations have their advantages and disadvan-
tages.

Furnishing a project and especially a large project holds the risk that
the innovation at a certain moment cannot be transferred to the line organization
fast enough. The line looks at the case, has it’s own ideas and leaves the project
to lead it’s own life. The project can then become that large and take that long,
a shadow organization comes about. The sponsor of the project might then be
tempted to communicate changes throughout the project and in fact passes the
line left and right.

Furnishing a project beside the line does however also have advantages.
The programme management of such projects can be clearly managed. That is to
say, employees can be made available more easily and multidisciplinary teams
are possible. It is also possible to work faster.

Projects with partners and projects within chains

In these years the form of projects for designing and implementing new
IT facilities changes more and more. This is shown in Figure 10.8. Until way
into the nineties, it was predominantly the organization that took care of projects
and in large projects one knew the construction steering committee, project
groups and working groups attached to these, which were mainly manned with
employees of the organization itself. These days, one may find that this situation
has changed. With the distinction between demand and supply organizations and
the arrival of chain wide information function one sees:
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Figure 10.8. Towards increasingly more multiform types of organizing

(a) the old steering committees, project and working group constructions
are back. These are now manned by members of the demand and sup-
ply organization. The majority of these members of organizations are
however no longer just members of one single organization;

(b) more often than not, situations occur in which organizations can no
longer exercise direct influence on their own information function. One
uses standard IT solutions, for which the functional management is per-
formed at a different organization. Only through the external user boards
of the package, one has influence on the functional specifications of the
facility and the way in which this may change.

This way many more forms for organizing projects have evolved, in
which innovations in IT facilities are designed by more organizations or in which
organizations have to participate in order to realize at least some of their prefer-
ences in this field.
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QUESTIONS

11