Executive-workshop speech by VP at Hewlett-Packard (1998)

It’s been a good morning, hasn’t it? A full morning – lots of intriguing approaches, innovative practices. Lot of good food for thought. But now it’s lunch time – time to ease back, put things on cruise control. Listen to a bit of brain candy from this fellow from HP. Okay, sounds good to me. So, let’s talk about pain.

I mean, who are we trying to kid?: the Internet is not fun. Anyone enjoying their ride on the Internet, I want you to come up and see me after lunch – I’d like to know if you’ve got any job openings. Unless you’re young enough to still fit in your prom outfit, the Internet stopped being a good time about when ESPNSportszone started charging admission for the good stuff.

The Internet is not fun for two reasons:

· one, we’re still trying to figure out what it all means, and

· two, we’re struggling to do something with what we’ve figured out.

Actually, from a business perspective, we may be pretty close to knocking off that first puzzle. We know what the Internet means: it means the end of business as we know it. A few years ago, everyone thought the Internet was just a nifty new communications medium. Now we discover it’s bringing about the greatest revolution in business since the steam engine jumpstarted the Industrial Age. 

Notice, I did not say the potential for revolution. I did not say the promise for change. My friends, this is the big one. Armageddon was just a movie; E-business is the real deal – that much we do know. The Internet is one of those rare cases of the tail wagging the dog – and most of the Big Dogs of business, quite frankly, are just trying to hold on for dear life. 

Because E-business is not just a catchy phrase. It is a complete reinvention of how you do business. More important, it is a continual reinvention of how you do business: real-time change in order to foster real-time responsiveness – to customers, to competitors, in concert with suppliers and partners, even internal administrative processes. 

We may have dozens of different industries represented in this room today, and the competitive environment may be different for each one of them. But for many of you, it’s just as likely that your competitive environment is different now from what it was this morning – let me see a show of hands of everyone who has not checked the industry-tracker software on your PDAs or beepers or cellphones since you left your homes or hotel rooms this morning…or didn’t call the office at the mid-morning break. Let’s face it, if not today, then some day very soon, competitive advantage is going to lie primarily with those companies who have positioned themselves to do something about change as quickly – and as continually – as it happens.

But to be able to implement event-driven or proactive “what-if”-driven change requires a complete reconceptualization of the corporation: from being organized around applications or functions, to putting process at the center of the corporate universe. It’s not what you do that matters; it’s how you do it. And you thought reengineering was tough.

Which is why most companies are still sitting on the fence. In June of this year, a study was published by Open Systems Advisors, the Boston-based strategic consulting group. They polled a gathering of technology and business executives from companies known for their successful application of new technology. While 44% of the respondents from Fortune 1000 companies said that their business environment changes constantly – notice, constant change – and another 35% said their business environment changes several times a year, over 70% said that they make changes in their line-of-business applications less than once a year; less than 6% made constant changes in their line-of-business apps.

Everything moves a bit quicker at mid-sized corporations, of course, but they showed the same discontinuity: 58% see constant change in their business environment, yet less than 18% made constant changes in their line-of-business apps. For every three companies that saw their world changing around them like a kaleidoscope, only one would lay the groundwork for effectively doing something about it.
Changes in the marketplace: up here; response to change: down here. What’s wrong with this picture? You know, people, in another year, we won’t be able to use Y2K as our excuse any more.

Here are the pain points. If none of these make you wince, I want to know the name of your therapist…or your pharmacologist:

· constant change as a business strategy

· comprehensive organizational change 

· operating all facets of your business at Web speed 

· your IT enterprise still isn’t finished 

· the quick turnaround desired for e-business implementation 

· the capital investment needed for e-business implementation

· waiting for Godot…excuse me, waiting for a return on your investment

· the corporate-culture shift required for the successful adoption of e-business processes

I’m sorry if this is upsetting your lunch. If it’s any help, HP has put up an antacid concession just outside the hall. 

But these pain points, in the face of ubiquitous change, are the basis for a new field of enterprise solutions. Call it “changeware”: middleware that allows you to unlink business processes from the activities and resources within an application, so that you can continually alter and refine processes without having to touch the application code…and open up that whole can of worms.

I don’t want to get into the mechanics of how changeware works, or how you deploy it, at least not yet. Let’s stay focused on those pain points – and how a changeware-enabled, process-centric organization can alleviate them.

For instance, take the idea of operating all facets of your business at Web speed, with constant change as a business strategy. You already see this in the intense acceleration of product-development curves: if I come out with two products, or two upgrades, to every one of yours, I win. You also see it in the adoption of one-to-one marketing programs, based on the idea that every customer interaction changes your relationship as well as the nature of your opportunities with that customer.

But those are big, top-down initiatives. Months in the planning, maybe years for a staged roll-out. At least, historically. But if you’re operating your entire business at Web speed, then immediacy rules and on-the-fly adaptation is king. 

Let’s say you’ve got a regional sales manager who gets a tip from a friendly retailer that your competition is testing the waters for a big promotion. She wants to make a preemptive strike. She does some quick data-mining and selects 20 stores where she appears to be most vulnerable. She crunches some numbers and decides to offer 10% discounts on any products that fall more than 10% below year-earlier sales for the previous model. Will it work? She doesn’t know. She’s following the credo of Phil Knight at Nike: “He who makes the most mistakes wins.” Because in a changeware-empowered E-business, she can act on a hunch, track the results by any criteria she chooses, set up a parallel test, refine her approach, selectively implement, nip experimental losses in the bud, expand the roll-out.

And she can do it right now. E-business is inspiration-driven business. You know, you can’t measure lost opportunities. You can’t take a charge against “what-cudda-been.” There’s no line-item in your financials for “if-only-I’d-been-able-to.” Growth strategies are back. And eliminating lost opportunities is a terrific growth strategy.

Which is not to say that cost-containment is out. You’ve got a plant manager, wakes up in the middle of the night and blurts out “You know what would be great? If we could let inventory manage itself.” Only it’s not a dream; he can do that. In the changeware-enabled E-business, he can set some simple parameters so that, for instance, whenever inventory falls below 5,000 units, it will automatically be increased to 15,000 units within 3 days. He can select the vendor the order will be sent to and even set it up for auto-monitoring: if confirmation doesn’t come back from the primary vendor that the order can be filled on time, the order gets canceled and sent on to another vendor who can meet the timeline.

These are just two simple, isolated examples of process-centric E-business at work. I could reel off dozens more. There are entire categories of processes I haven’t even touched on. Eliminating time-to-market delays. Quickly leveraging the combined power of mergers and acquisitions. Responding to new regulations – or deregulations: you know, if I were in the utilities or telecom industries… I don’t know about you, but I don’t think this room is big enough to contain the absolute and utter joy I would feel, knowing that I had the changeware solutions in place that would let me tilt a playing field that the regulatory change was expected to level.

Or consider internal administrative processes. You know, at HP, we’ve developed our own changeware family of products – what, you thought I was up here for humanitarian reasons? – and, in the best tradition of scientific experimentation, we tested it first on ourselves. Here’s the news – and if any of our competitors are in the room today, let me just say, I’m sorry, but we’re just this much further ahead of you: administrative process automation has provided HP with annual savings of over $6 million in the U.S. alone. Right out of the gate. And these were net savings. And only in dollar figures. In this age of diminishing loyalty to the corporation, what value do you put on employee satisfaction when their petty cash claims are filled within two days, and they get their travel itineraries in just two hours?

Of course, there’s a bigger point to be made here. Business processes are no longer intangibles. They’re no longer a mammoth interactive infrastructure that rolls along beneath the radar like some sort of Loch Ness monster. If you can measure it, you can attach a value to it. The Web-enabled processes of E-business have become business assets. And of course, if they are measurable, they are enhancable. Which means that changeware-enabled process change is also a growth strategy.

If you’re catching my drift here, then you’ve probably realized that when I talk about reinventing business, I’m not talking about simply plugging in a new system. E-business is an entirely different way of thinking about business, of assessing strengths and assets, of responding to challenges and opportunities. 

But maybe you understand all this. Maybe you’ve drunk the Kool-Aid and are a true believer in the culture and command-sets of E-business. Maybe your sticking point is “how do I get there from here.” Or “show me the money.” Let me drop four phrases on you that I think should put a more hopeful spin on the situation:

· incremental implementation 

· immediate ROI

· multi-level ROI 

· application integration

Okay, let’s take them one at a time. Incremental implementation. Listen, the whole point of changeware is to give you greater flexibility in responding to change. Do you really think we’d deliver a flexibility solution in a straitjacket? That’s like the utility software that came with a 1300-page manual – changeware is all about simplifying your life. It’s about reducing your business risk.

Any changeware worth its salt is going to allow you to select a single situation and design a changeware approach to it. Take the preemptive sales promotion scenario I described a few moments ago. At HP, we worked with a client recently who had a promotion time-to-market problem. Big company. Thousands of products, with hundreds on promotion at any one time. A logistical nightmare – and their process showed it: it could take 26 weeks just to move a promotion from conception to the point-of-purchase. Yigh, it still makes me shudder just to think of it.

So we went in and conducted a 2½-day RAD session. RAD stands for Rapid Application Deployment. We pull apart your existing process, step by step. Then with all the pieces lying on the floor around us, we reconstruct it. Call it “the quick brown fox jumps over the lazy dog” process – you know, those sentences that try to use all the letters of the alphabet in the fewest possible words. We look to create the most efficient approach – Are these three levels of approval absolutely needed if you already have this approval? Can we begin the display design while the negotiations are still in progress? The more pieces we have still sitting on the floor after we’ve reconstructed the process, the better we’ve done our job. And then we automate it down to its toes. 

Now obviously, we build in pilot tests and controlled phase-ins. But here’s the beauty of changeware: you can measure effects and make changes on-the-fly in mid-pilot. You can effectively pilot versions dot-one, dot-two, dot-three, dot-infinity, all in one test. Finding some kinks in the Web-enabled planning process between your retailers and suppliers? Alter the approach. Still not satisfied? Reinsert an intermediate step. Still not running on all 8 cylinders? Not a problem – roll it out to more sites. You may find the solution in the way that additional players respond to the new process.

But also keep in mind one of the greatest ethos-bending influences of the Internet: it doesn’t have to be bug-free for you to release it. Like the plasticity of time in space travel, perfection is relative when you’re operating at Web speed. Changeware’s entire reason for being is to accommodate this new reality. That’s why it embodies a dynamic process: it gets the job done even while in a constant state of flux. In fact, it is able to continually improve on getting the job done because it is in a constant state of flux. Every new factor, no matter how ephemeral, is grist for the changeware mill. Want to respond to a momentary zig in the marketplace? No problem, you can make the process change overnight and then return to the previous process, or make additional new changes, once the market zags. 

The point is, as long as the new process is adding value – by cutting costs, by quickening time-to-market, by increasing productivity – then it’s better than the old process. Which brings us to our second optimistic point: immediate ROI. It also brings us to another new reality hatched by the Internet culture: everything you do can be altered to enhance its capacity to bolster revenues…and the quicker and more often you make alterations, the more enhancements you will create. 

This is a huge, HUGE, whack on the side of the head. The old model was based on the gyroscope: establish a steady-state income-producing mechanism and then make only the slightest of alterations in order to maintain the steady state. The new model is born of chaos theory, and yesterday’s butterfly is today’s albatross around the neck. The way you make money today won’t work tomorrow, so you have to be sure to get as much as you can out of it today and be ready to change your ways tomorrow. That’s why you see the word “optimize” with increasing frequency. Everything is about optimization today. The changeware-empowered E-business is about continually revitalized optimization. E-business is about permanent and pervasive fast-tracking.

And every change is evaluated by how quickly – and massively – you can realize a return on your investment. Obviously, with incremental and speedy implementation, changeware rapidly starts paying for itself. Then, with its ability to enable real-time process-change enhancements, changeware is able to optimize ROI, day-in and day-out.

But wait, there’s even more to look forward to on the ROI front. Changeware not only starts delivering ROI in a hurry, it delivers it in many different ways. We’re talking multi-level ROI. When HP automated its administrative processes and saved $6 million in a year, that was your standard, coach-class ROI. Contain costs, build your bottom line: the essence of business in the ‘90s. 

When one of our telecom clients developed a changeware-enabled process to be used with their IT helpdesk, they’d ramped up to a business-class ROI: maximizing the value of current investments. They’d sunk millions of dollars into implementing their call center and the IT helpdesk part of it just wasn’t performing up to snuff. Actually, probably no part of their call center was living up to its potential ROI, but they decided to address just the IT helpdesk segment of it. Remember?: incremental implementation.

But every changeware-empowered process you implement is going to improve the performance of the existing technology systems it’s integrated with, enhancing the ROI of years of technology investments for your company. Changeware is the Larry Bird of applications: it makes all the other applications around it play better.

There is, however, an even more powerful return on investment still to come. It won’t happen as quickly as the others. It won’t be as directly measurable. But it’s a first-class-on-the-Concorde type of ROI: higher-level thinking. Remember when you first put in your data warehouse? The only way people used it at first was to get answers to their typical, every-day questions more quickly. But then the sharper knives in your managerial drawer started getting a bit more daring. They started asking questions they never thought to ask before. They started getting answers that weren’t possible before. And they started developing programs that had never been seen before. 

And as we are all starting to realize, applied creativity is the ultimate competitive advantage – particularly in an environment as wide open as the Internet and E-business.

There is a final area I want to address before I bring this little trip through it’s-no-longer-a-fantasy land to a close: application integration. There isn’t a high-priced consulting group out there that hasn’t said application interoperability is the next great frontier, and that enterprise application integration infrastructure is the next great technology category. Of course, you’ve been crying out for technology companies to “make it all work together” for years, but most have been too busy making more of it to be concentrating on making it all play nice together.

But we’re catching up to the marketplace now. We’re fully focused on integrating those 49 enterprise-level applications that the MetaGroup says the average Global 2000 corporation is struggling with. Of course, the Internet has up and changed that game on us as well. Because now, it’s not just your enterprise that we’re dealing with, but the enterprises of your strategic partners. Plus, you’re using your extranet to get into supply-chain management. E-business can get very messy. Bottom line: we’re looking at an exponential increase in cross-platform issues.

At HP, we eat cross-platform issues for breakfast. We’re already developing next-generation changeware that will provide an integration environment for enterprise applications. We’re working on application-to-application process automation that allows for data to be shared across applications and platforms. Frictionless information-sharing that’s environment-independent. 

Our immediate objective is to provide E-businesses with the ability to affect dynamic change of business process across all applications and organizations. But what we aspire to is the creation of a framework for unlimited integration. Okay? Satisfied?

According to this program here, I’m supposed to be talking about “What’s Coming for E-business.” The trouble is, no one knows what’s coming for E-business, because E-business is making it up as it goes along. That’s what’s so fascinating – and frightening – about it: it mutates on a daily basis. Which means, that if you want to be swimming in those waters, you have to be equipped to alter your course just as quickly. For the E-business, change is the air you breathe. Changeware is your oxygen tank. Thank-you.
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