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Initial Questions

e What is current status of business-IT alignment?
- What is the focus of the alignment?
e IT system development,
o IT infrastruture management
e IT service delivery?
e “Type” of company
- Some examples

e Reasons for the gap between business and IT?
— The IT strategic impact grid

e What are future challenges to align business and IT?
— Methods, tools and training
- Some ideas...
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Cost of Non-Alignment

Performance and abandons

Abandon Rate

Do Web Measurements Measure Up?’’°, Andrew Certain, Amazon, WWW 2002

T| I |:-.-r
it
'I'I_.
£ |
{
|I| T -
a
; B ikt <
|I | wiuy ] By
1 - ..-._._.'-5: ':I
| B Mg i R
| A 2
. [ F
s
M £
.\__.-:- 5 ':."l-:-;:':l A ﬁ‘i'l 'F"!'-’:
: .{.\. -?- . .. l..:'.l |..:. g .I.. '.
¥ gk d # L
R R -1':.1+|'1J" b 8 '.'h'l-
RPN . ; 1
Latency 4MazZon.com.

Cornfererecey Mgy 26002

3



Cost of Non-Alignment

Examples of Estimating Dowtime Cost (x)

Institution Assumptions Estimated
Downtime Cost

1. EECS Dept. 7 hours downtime/mo $250,000 -
U.C. Berkeley affects 50% employees $300,000/year

2. Amazon outage affects $550,000/hour
90% of revenue & 90% of employees

3. SUN outage affects 10% $825,000/hour
of revenue and 90% of employees

(*)Patterson, D. ~"A simple way to estimate the cost of downtime’’ 16th Systems

Administration Conference (USENIX/LISA), 2002
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LOW TO HIGH NEED FOR REI.IAEI.!IHFIIHMATII]H TECHNOLOGY

Reasons for the gap between business and IT
The IT strategic impact grid(*)
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Factory Mode

If systems fail for a minute or more, there's
an immediate loss of business.

Decrease in response time beyond one second
has serious consequences for baoth internal and
external users.

Most core business activities are online.
Systemswork is mostly maintenance.

Systemswork provides little strategic
differantiation or dramatic cost reduction.

Support Mode
Bven with repeated service interruptions of up
to 12 hours, thers are no serious consequences.

Llser response time can take up to five seconds
with online transactions.

Internal systemns are almost invisible to suppliers
and customers. There's little need for extranst
capability

Comparny can quickly revert to manual procedures

for 8o of value transactions.

Systemswork is mostly maintenance
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Strategic Mode <C
If systems fail for a minute or more, there's an (o)
immediate loss of business. @)
e~

Decrease in response time beyond one second “5
has serious consequences for both internal and ~
external users. 8(
Mew systems promise major process and senvice O
transformations.
Mew systems promise major cost reductions. !
Mew systems will closs significant cost, service, CA
OF Process perf-::-rmance aap W|th c-::-rru:--etltn:urs «
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Turnaround Mode

Mew systems promise major process and senvice
transformations.

7%}
~
Mew systems promise major cost reductions.

Mew systems will closs significant cost, service,
or process performance gap with competitors,

IT constitutes more than so of capital spending.

IT makes up more than 1g% of total corporate
EX PENSEs,

LOW TO HIGH NEED FOR NEW INFORMATION TECHNOLOGY
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CapaCity Planning Business Requirements

& Measurable Goals
Process l How to bridge this gap??
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Some Ideas: New Metrics for IT

Performance
\

_/

e How can we define new metrics for new problems? E.g., quality of
security? New types of Service Level Agreements (SLAs)?

e New metrics that would represent IT alignment with business
- revenue/sec
— potential lost revenue/sec

— Actual lost revenue per day (eg.: failures and service
unavailability)

— Security loss per day
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Engineering-based approach for IT
management?

“"The disciplined application of scientific knowledge to
resolve conflicting constraints and requirements for
problems of immediate and practical significance.”

Characteristics of engineering activities:
— Create cost-effective solutions
— Apply to practical problems
— Make use of scientific knowledge
— a basis in theory and a basis in practice

Traditional engineering: civil, chemical, aeronautical, etc

New engineering disciplines that are in process of
consolidation: software, Web, IT management (?)

How can we formulate a discipline for it?
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BDIM Needs Simple Models

Intuition
A
High
naive 1deal
clueless complex
Low
» Accuracy
Low High
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