
PART ONE

The Landscape
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                chapter 1  

  The Evolving Business 
Landscape           

 To say that we are living in uncertain times is an understatement. 
Never before has the rate of change been so swift and unrelenting. 

Business Intelligence, a term that encompasses all the capabilities required 
to turn data into intelligence, has emboldened companies to strive for 
the ultimate goal: getting the right information to the right people at the 
right time through the right channel. The result is an information explo-
sion. New sources, channels, and applications are being created, auto-
mated, and accessed every day. This abundance of information and the 
new opportunities it creates places unprecedented pressure on companies 
to reexamine their organizational models. Traditional models of opera-
tion and styles of management often lack the agility and fl exibility to fully 
leverage these new opportunities. This dilemma is not isolated to any one 
industry or geographic area. It affects companies in every industry around 
the globe.  1   

 Most large companies have the desire to change. The typical approach 
is to start the process by reorganizing. The scenario is: Call a meeting; 
analyze the problem; assign responsibilities and accountabilities; and allo-
cate resources to make the necessary changes. It was the old function -
 follows - form approach. When the need for change was occasional, this 
approach worked. In today ’ s business environment, however, there are 
several obstacles to this approach. 

 The diffi culty arises from the enormous complexity of redesigning 
processes, management structures, and measurement systems to accom-
modate a continuously changing business climate. And all this must be 
done while continuing to operate the business. Another challenge is 
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the uncertainty inherent in the climate. The organizational models that 
worked in the past are not fl exible enough. How does a business organ-
ize to an unknown business landscape? And then how does it continue to 
adapt as the landscape evolves? In other words, how can we allow form 
to follow function? 

 The fi rst step is to look at the way we defi ne the organization. In some 
ways, the common defi nition does not fi t our current landscape. For 
business, it implies a fi xed entity made up of elements such as systems, 
standards, rules, and personnel designed to achieve a purpose or goal. 
Organizational change was a term to defi ne the act of adjusting those ele-
ments to meet new business demands. This was adequate in an industrial 
economy. However, in today ’ s service - oriented economy, it makes more 
sense to think of the organization as emergent.  2   

 The organization that survives in the new business landscape will be 
fl at, team - centered, and dynamic with a workforce that is self - reliant, 
internally motivated, and connected. According to  Fortune  magazine, the 
organization will be composed of   

 a vertiginous pattern of constantly changing teams, task forces, partner-
ships and other informal structures  . . .  teams variously composed of 
shop - fl oor workers, managers, technical experts, suppliers and custom-
ers will join together to do a job and then disband, with everyone going 
off to the next assignment.  3     

 To gain some perspective on the acceleration of change, consider some 
early inventions and the pace at which they infl uenced local and global 
economies. Historians tell us that the wheel was invented in one part 
of the world and used for hundreds of years before it gained universal 
acceptance. It took almost 100 years for the knowledge about the smelt-
ing of iron ore to move across one continent. Cultural traditions such as 
languages and social behaviors stayed localized for many centuries. 

 Compare that with a few decades ago when we landed on the moon. 
The knowledge of this historic achievement reached every point on the 
globe in 1.4 seconds. Today, when a new microchip is introduced, it 
gets implemented around the world within weeks. And of course, any 
new social or cultural idea can be transferred instantaneously through the 
Internet. Even the formation of life is being accelerated through genetic 
engineering.  4    

4     chapter 1 the evolving business landscape
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navigating uncharted waters     5

  Navigating Uncharted Waters 

 The effect of constant change on a business can be daunting and stressful. 
However, understanding its underlying nature and accessing its power 
can unveil enormous opportunities. 

 In  The World Is Flat , Thomas Friedman states that the rate of change 
we see today is   

 happening at warp speed and directly or indirectly touching a lot more 
people on the planet at once. The faster and broader this transition to a 
new era, the more likely is the potential for disruption. To put it another 
way, the experiences of high - tech companies in the last few decades who 
failed to navigate the rapid changes brought about in their marketplace 
by these types of forces may be a warning to all the businesses, institu-
tions, and nation - states that are now facing these inevitable, even pre-
dictable, changes but lack the leadership, fl exibility, and imagination to 
adapt — not because they are not smart or aware, but because the speed 
of change is simply overwhelming them.  5     

 Globalization is here to stay. Emerging markets in Asia, Africa, India, 
and South America offer new opportunities as well as competitive pres-
sures as their economies expand their global reach. Global talent exchanges 
are leading to very diverse workforces. 

 Advances in technology over the last two decades have enabled com-
panies to obtain, organize, analyze, store, and retrieve huge amounts of 
information. These capabilities allow instant communication and connec-
tion. As a result, consumers have more power to infl uence their buying 
experience than ever before. They can shop from markets anywhere in the 
world. As they gain access to global products and services, they demand 
better quality, lower prices, and faster delivery. Companies are feeling 
increased competition. Regulation is often insuffi cient and inconsistent. 
Corporate mergers and acquisitions are becoming more common as busi-
nesses look to expand and leverage new opportunities. 

 In his book, Friedman describes 10 events that fl attened the world. In 
other words, these events enabled the creation of a truly global econ-
omy. These  “ fl atteners ”  laid the groundwork for companies with viable 
Business Intelligence strategies to expand rapidly. As a result, they are able 
to make decisions faster and with more accuracy. However, the fl attening 
effect also accelerated the need for new types of organization models to 
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6     chapter 1 the evolving business landscape

emerge, models that are agile, adaptable, and able to dynamically realign 
amid constant change. 

  Flattener 1. 11/9/89: When the Walls Came Down and the 
Windows Went Up 

 The collapse of the Berlin Wall marks the beginning of a major shift. 
Friedman describes how this event  “ tipped the balance of power across 
the world toward those advocating democratic, consensual, free - market -
 oriented governance, and away from those advocating authoritarian rule 
with centrally planned economies. ”   6   This shift had a cascading effect as it 
unleashed  “ enormous pent - up energies for hundred of millions of people 
in places like India, Brazil, China, and the former Soviet Empire. ”   7   

 The power of this tremendous economic expansion served to further 
fl atten societies within these countries by  “ strengthening those below 
and weakening those above. ”   8   It also  “ paved the way for the adoption of 
common standards — standards on how economies should be run, on how 
accounting should be done, on how banking should be conducted, on 
how PCs should be made, on how economics papers should be written. ”   9   

 Just as these economies were hungry for communication, the IBM per-
sonal computer (PC), along with its Windows operating system, was ready 
for mass distribution. This just served to enhance the power of the individ-
ual at a time when the desire was at its peak. However, this platform has 
some architectural limits. The next fl attening broke through those limits.  

  Flattener 2. 8/9/95: When Netscape Went Public 

 The shift from the PC - based platform to the Internet - based platform 
was the next big fl attener. It takes little effort to imagine how organizations 
that use Business Intelligence would be different without this fl attener. The 
shift to a seamless exchange of information greatly accelerated the transfer 
of information as well as the demand for the hardware and infrastructure to 
support it. The digitization of music, books, photos, and, of course, data are 
all instrumental in the birth of the Age of Information. This rapid expansion 
led to the dot - com bubble and hyperinvestment in the fi ber - optic cable 
that turned Bangalore into a suburb of Boston. Each year, the technology at 
each end of the cable improves. So even after the bubble burst, the benefi ts 
are continuing.  10    

c01.indd   6c01.indd   6 3/25/09   5:01:07 PM3/25/09   5:01:07 PM

htt
p:/

/w
ww.pb

oo
ks

ho
p.c

om



shifting from reactive to proactive      7

  Flattener 3. Workfl ow Software — Let ’ s Do Lunch: Have Your 
Application Talk to My Application 

 The next fl attener is particularly powerful for the Business Intelligence 
community. Prior to the introduction of workfl ow software, the sales 
department recorded an order on paper, and then walked it over to the 
shipping department. Someone from the shipping department walked it 
over to the billing department, where an invoice was generated and mailed 
to the customer. Today, as a result of advances in workfl ow software along 
with data description languages such as XML and SLAP, every step in the 
sales process or any other process can be performed electronically from 
anywhere on the planet. 

 This shift has enabled the use of Business Intelligence on a global 
scale. The explosion in growth of companies like eBay and PayPal are 
showing the way. According to Friedman, this phase brings workfl ow 
automation to everyone ’ s desktop. Workfl ow software connects existing 
Business Intelligence processes to optimize tasks, timing, and people.  11    

  Flatteners 4 through 10 

 The remaining seven fl atteners — open sourcing, outsourcing, off - shor-
ing, supply - chaining, insourcing, in - forming, and the steroids — all share 
a common trait in that they take advantage of connectivity and virtual 
adjacencies to enable collaboration and resource sharing. To truly unleash 
their potential, these new capacities and capabilities demand a different 
type of organizational model.  12     

  Shifting from Reactive to Proactive  

  Everything that has been called the IT Revolution these last 20 years —
 I am sorry to tell you  . . .  that was just the warm - up act  . . .  that was 
the forging, sharpening and distribution of the tools of collaboration. We 
fi nd ourselves at the end of the beginning. What you are now about to 
see is the REAL IT revolution! 

  — CEO at a major high - tech company   

 The explosion of Business Intelligence is changing the way companies 
operate on a day - to - day basis. Traditional approaches that forecast yearly 
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8     chapter 1 the evolving business landscape

demand and then plan production to balance inventories and budgets 
are being replaced by real - time sensors that continuously assess custom-
ers ’  needs and fi ll those needs at revolutionary speeds with a myriad of 
customized product and services. To quickly acquire the technological 
sophistication needed to operate at this level, many large companies that 
historically tried to do it all are now forming strategic partnerships or 
acquiring companies with complementary assets and competencies. 

 Over the last half century, many large industrial companies fl ourished 
within the make - and - sell paradigm. They are characterized by complex, 
top - down management structures with highly detailed annual budgeting 
systems and well - defi ned operational functions at every level. This struc-
ture enabled their factories to produce a variety of complex products, 
such as automobiles, computers, ships, and airplanes, on a massive scale 
with great effi ciency. With such a history of success, it is diffi cult to look 
at a completely different model based on determining what the customer 
wants and then producing it. 

 In the last decade, the leading information technology (IT) fi rms have 
been the main ones to experience success in the new sense - and - respond 
model. Software, partially due to its virtual nature, is being developed 
with higher degrees of functionality and complexity in shorter and shorter 
time frames. The nonphysical nature of software products has also ena-
bled developers to go one step further than  “ sense and respond. ”  They 
have engaged virtual communities of users to literally participate in devel-
opment. This preemptive feedback loop ensures that the end customer is 
getting what he or she wants.  

  Strategies for Capturing Value 

 Given this relentless pressure to adapt our business models, companies 
are embracing innovative technologies and developing new strategies for 
capturing value. 

  Embracing the Power of the Network  

  The evolution of IT can be viewed as three overlapping organizational 
learning curves representing the introduction and maturation of 
three dominant technologies: centralized mainframe computers 
(the Data Processing Era), decentralized personal computers (the 
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strategies for capturing value     9

Microcomputer Era), and now interlinked networks of computers 
(the Network Era). 

  — Stephen P. Bradley and Richard L. Nolan,  
SENSE  &  RESPOND: CAPTURING VALUE IN THE NETWORK ERA    

 The aforementioned  “ fl attener, ”  fi ber - optic cables, along with broad-
band and advanced routing and switching capabilities, is accelerating the 
move from the hierarchical organizational structure toward the more 
integrated network organizational structure of the future. This inte-
grated structure opens up a lot of opportunities for gathering information 
outside the company walls through Web tracking and social network-
ing. According to Stephen P. Bradley and Richard L. Nolan in  Sense  &  
Respond , companies can  “ go beyond the walls of their organizations to 
monitor their customers continuously, not merely sensing their needs but 
actually anticipating their unrecognized needs, developing new capabili-
ties to meet those needs, customizing their offerings to micro - segments, 
and competing with each other on speed in delivering products and serv-
ices. ”   13   These new insights invite companies to customize their offerings 
to niche markets and compete on speed. Many products are becoming 
commoditized while the ease of ordering and speed of delivery can com-
mand higher prices. New and smaller companies now have an advan-
tage to outperform their larger competitors. Again, this advantage leads 
to more collaborative partnerships, mergers, and acquisitions.  

  Discovering New Business Opportunities 

 Several years ago, Lester Thurow made this observation and posed sev-
eral timely questions:  “ The old foundations of success are gone. For 
all of human history the source of success has been controlling natural 
resources — land, gold, oil. Suddenly the answer is  ‘ knowledge. ’  The king 
of the knowledge economy, Bill Gates, owns no land, no gold or oil, 
no industrial process. How does one use knowledge to build wealth? 
How do societies have to be reorganized to generate a wealth - enhancing 
knowledge environment? How do they incubate the entrepreneurs nec-
essary to bring about change and create wealth? What skills are needed? 
The knowledge - based economy is asking new questions, giving new 
answers, and developing new rules for success. ”   14   
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10     chapter 1 the evolving business landscape

 This statement highlights several important characteristics of the infor-
mation economy. The assets themselves are often intangible. This inher-
ent instability makes the market even more volatile. Early movers such 
as America Online were able to gain a strong foothold by giving away 
their software and charging a monthly fee for their service. But within 
a few years, market pressures forced them to change their model. Luckily, 
they have been able to adapt and maintain their value. Other companies, 
such as Bloomberg, Dow - Jones, Reuters, and  Quote.com , provide real -
 time, aggregated data for the fi nancial services industry. News is deliv-
ered from every major news source through the Internet. And blogs have 
becomes sources of news as well as forums for questioning the veracity of 
information. 

 Many back - offi ce and outsourcing businesses have grown out of vir-
tual connectivity. Services such as bookkeeping and answering the phone 
that were historically performed within the same building are now done 
in other cities or continents. Today, some are surprised to learn that most 
taxes are prepared and X - rays are read in India.  

  Morphing Current Businesses 

 Many traditional businesses are adapting their business models based on 
customer behavior.  Amazon.com , the online bookseller, has grown into 
an Internet giant while many brick - and - mortar bookstores have closed. 
The publishing world has seen a change as authors enter the market inde-
pendently using print - on - demand services. 

 Many small businesses are now gaining access to world markets. And 
larger, more established retail businesses, especially those with a tradi-
tional catalog presence, are creating sophisticated shopping experiences 
for their customers on the Web.  15   

 Why are  Amazon.com , Lexus, and Disney partnering with lesser -
 known online companies to sell products? According to  Wired  magazine ’ s 
Ian Mount, the large companies are moving toward the manufacturing -
 as - a - service model to stay competitive. It has become necessary to com-
pete with the small entrepreneurs who are producing and distributing 
products on demand. The production of products has become a com-
modity. Because of the low cost of entry, anyone with a good idea can 
compete in this market. 
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motivation for change      11

 New businesses that leverage this model are popping up everywhere, 
and many have global reach. Jeffrey Wegesin, a furniture designer, adver-
tises his designs on the Web. Upon receiving an order, he contracts with 
an on - demand manufacturing service in New Zealand to create and ship 
each piece. He has no inventory or other up - front costs. His business is 
pure profi t. 

 Designers of clothing, jewelry, robots, you name it! The model is 
inherently charming because of its effi ciency and simplicity. Individual 
musicians and authors can market their goods without any up - front 
investment. With little more than a product idea and a good design, any-
one can become an instapreneur.  16     

  Motivation for Change  

  Clearly the fi rst 40 years of the computing revolution have been a 
preamble. Much greater changes lie just ahead. The marriage of computer 
and communication networks is transforming most aspects of business and 
consumer activities. Organizations face enormous changes, many occurring 
simultaneously. 

  — Donald Tapscott,  BLUEPRINT TO THE DIGITAL ECONOMY    

  Seven Realities that Jeopardize Business Survival 

 In  Information Revolution , Jim Davis, Gloria J. Miller, and Allan Russell 
discuss the  “ seven realities that jeopardize business survival. ”   17   Each 
reality illuminates the need for new business models as well as styles of 
leadership. 

  Business Reality 1: Business Cycles Are Shrinking   In today ’ s Web -
 enabled economy, speed within all parts of the business model is the great 
differentiator. To accommodate changing markets and consumer prefer-
ences, product development and testing that used to take years has been 
shrunk to months or even weeks. Today, the fi rst to market often enjoys 
the competitive edge. 

 This shortened cycle challenges managers to make decisions with 
less time for consideration or analysis. As a result, they must depend on 
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12     chapter 1 the evolving business landscape

a combination of accurate, actionable information and intuition. And their 
decision must be in alignment with the overall strategy of the company.  

  Business Reality 2: You Can Only Squeeze so Much Juice Out of an 
Orange   The goal of improving operational effi ciency drove a major-
ity of the investment in the last decade. Initially the returns were high 
and provided a competitive advantage. However, now that enterprise 
resource planning (ERP) software is available, the fi eld has been leveled. 
The next step is greater innovation and agility.  

  Business Reality 3: The Rules Have Changed; There Is No More 
 “ Business as Usual ”    The days of following a typical path to business 
success are over. The same factors apply: profi tability, customer satisfac-
tion, stakeholder value, and competition. However, the path to success is 
very different and is fraught with new challenges: 

  Mergers and acquisitions have hindered agility and cohesiveness.  
  Productivity advancements have increased expectations from both 
customers and management.  
  Advancements in IT have overwhelmed the abilities of some com-
panies to manage and leverage the knowledge.  
  The technologies that were introduced as the key to success often 
failed because the human issues were overlooked.     

  Business Reality 4: The Only Constant Is Permanent Volatility   This 
is a common theme but bears repeating: The company that is most agile 
and adaptable will gain and maintain a competitive advantage. Instead 
of just relying on past results to predict the future, companies need to 
tap into current trends through social networking, Web analysis, and 
employee feedback.  

  Business Reality 5: Globalization Helps and Hurts   Globalization pre-
sents many advantages, especially to small companies seeking a worldwide 
presence. Any company that is connected to the Web can strategically 
partner, outsource, or insource with relative ease. The downside is 
increased complexity when dealing with international languages, standards, 

•
•

•

•
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motivation for change      13

and cultures. Strong communication skills are essential for navigating this 
terrain.  

  Business Reality 6: The Penalties of Not Knowing Are Harsher 
than Ever   In the new era of billion - dollar corporate scandals, personal 
accountability at the highest levels is not only prudent, it is now legally 
mandated. The Sarbanes - Oxley Act was designed to systematize ethical 
behavior. In addition to the need for strong, honest leadership, informa-
tion systems to handle this complex business data are essential.  

  Business Reality 7: Information Is Not a By - Product of Business; 
It Is the Lifeblood of Business   The seventh business reality is a direct 
result of the fi rst six. Due to shrinking business cycles, level playing fi elds, 
changing rules, volatility, globalization, and the cost of ignorance, infor-
mation has become the lifeblood of many businesses. Today, accurate, 
accessible, actionable information is necessary to compete in the global 
economy. There are strong pressures to achieve more results while spend-
ing less time and money. Companies need up - to - the - minute information 
about their customers, suppliers, competitors, and markets. 

 These realities also point to the need for new business models as well 
as visionary leadership. With the complexity of business today, decisioning 
throughout the entire organization has to operate like a well - oiled machine.

Parts Two and Three expand on optimal organizational structures as 
well as the core competencies, or success factors, necessary to operate at 
this level.   

  Information Evolution Model 

 As companies build their infrastructure and move into more sophisticated 
levels of Business Intelligence, certain human and organizational com-
petencies are critical to success. These core competencies are discussed 
within the context of the Information Evolution model described by 
Davis, Miller, and Russell in  Information Revolution . The model is based 
on the belief that a company ’ s success is a function of its infrastructure, 
process, people, and culture. The model presents a phased maturation of 
an organization through evolutionary stages.  18   
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14     chapter 1 the evolving business landscape

 To unveil the subtleties of the Information Evolution model, each 
level is examined over four major dimensions: 

   1.    Infrastructure . This dimension addresses all of the hardware, soft-
ware, and networking tools and technologies that handle every 
phase of the information process. The assessment, purchase, imple-
mentation, and use of these components should be part of the 
overall Business Intelligence strategy. Therefore, a high level of 
clarity is required in the communication of needs and intentions to 
ensure that all decisions are optimal.  

   2.    Knowledge process . This dimension focuses on the strategic as well 
as specifi c uses of the information infrastructure. Included are the 
policies, best practices, standards, and governance of all aspects 
of the information cycle. Also included are performance metrics, 
reward systems, and the commitment to strategic use of informa-
tion at the highest levels. For this dimension to operate smoothly, 
a cohesive, collaborative leadership team is essential.  

   3.    Human capital . This dimension speaks directly to the success fac-
tors, as it is defi ned by the level of competency of every employee 
along with the hiring practices and the training and evaluation sys-
tems established by the company.  

   4.    Culture . Within the Information Evolution model, this dimension 
is defi ned as the  “ organizational and human infl uences on infor-
mation fl ow — the moral, social, and behavioral norms of corpo-
rate culture (as evidenced by the attitudes, belief, and priorities 
of its members) related to information as a long - term strategic 
asset. ”   19   When considering culture in terms of the success factors, 
this dimension is broadened to include organizational and human 
infl uences on every activity within the company.    

 The fi ve levels of the Information Evolution model are hierarchical 
and refl ect aspects of maturity across the four dimensions. Generally, 
companies fl uctuate within different levels across the four dimensions 
during this evolution. The fi ve levels of the Information Evolution 
model are operational, consolidation, integration, optimization, and 
innovation. 

 According to Davis, Miller, and Russell, 70 percent of today ’ s organi-
zations are operating below Level 3. Future competitive pressures deem 
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motivation for change      15

it necessary to develop the competencies and achieve the strategic align-
ment required to evolve to Level 3 and beyond. 

  Level 1: The Operational Enterprise   Most small businesses, start -
 ups, and silo - based companies operate at this level. The  knowledge process  
is uniquely individual, which allows  “ information mavericks ”  to emerge. 
With a focus on day - to - day tactics, information access, analysis, and imple-
mentation are not standardized. Information management positions are 
structured to compete. Job security is gained through individual control. 

 Level 1 people ( human capital  ) tend to thrive in unstructured environ-
ments. The information technicians are often self - motivated risk takers. 
They tend to strive for differentiation and recognition, which might serve 
a company that is still operating at an entrepreneurial level. However, 
they resist change and loss of control, which may inhibit maturing to the 
next level. 

 Level 1  culture  is well suited for charismatic leaders and self - starters. 
There is little consistency in how information is shared or used. With the 
right talent, a business can thrive at this level up to a certain point or in 
a limited market. As it tries to grow, the individual focus can lead to inef-
fi ciencies, redundancies, and errors. Since there is little intention to coor-
dinate silos, alignment does not play an important role. Skills in social 
interaction and teamwork are of little value.  

  Level 2: The Consolidated Enterprise   Organizations at this level 
have integrated information management within a silo or department. 
Typically, knowledge processes are optimized to support operations 
within the functional areas. 

 Level 2  infrastructure  features all data management hardware and soft-
ware that is designed to optimize information and decision processes at 
a departmental level. Departmental discrepancies and duplication of effort 
are common pitfalls. 

 Level 2  knowledge process  supports decision-making at the department 
level. This may result in inconsistencies and suboptimal outcomes on an 
enterprise level. 

 Level 2  human capital  and  culture  dimensions are not managed with an 
intention toward integration. Teamwork may be encouraged in small, 
homogenous areas, but strategic and interdepartmental collaborative 
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16     chapter 1 the evolving business landscape

efforts are challenged by the competitive structure of the organization. 
Communication may also be challenging without the benefi t of a shared 
vision or enterprise - level goals.  

  Level 3: The Integrated Enterprise   An enterprise - wide approach to 
data management and decisioning characterizes organizations at this level. 
Integrated knowledge systems generate value by standardizing processes 
that promote coordinated marketing efforts. Resources are mobilized 
around market and customer relationships that optimize long - term value. 

 Level 3  infrastructure  features a seamless, enterprise - wide system of hard-
ware, software, and networking that supports data reporting, analysis, and 
auditing while delivering a single version of the truth. 

 Level 3  knowledge process  enables the company to optimize reporting 
and analysis to meet enterprise - wide goals and objectives. The focus shifts 
from a product focus to a customer or market focus with emphasis on 
relationships and long - term value. All information access and quality is 
aligned and standardized. Performance management is automated. This 
level of interdepartmental cooperation requires highly developed com-
munication and collaboration skills. 

 Level 3  people  are able to balance their departmental goals with those 
of the enterprise. Their holistic view and emotional intelligence allows 
them to contribute to and champion the efforts of enterprise. 

 Level 3  culture  views Business Intelligence as a corporate asset and 
essential strategy. Training and organizational development focus on the 
importance of enterprise - wide access and intelligent use of information. 

 As the gains of rapid decision-making, enhanced customer relation-
ships, and shorter time to market are realized, alignment become crucial as 
departments strive to coordinate the actions to achieve enterprise goals. As 
the enterprise promotes cross - functional collaboration, competencies in the 
areas of communication and collaboration become even more critical.  

  Level 4: The Optimized Enterprise   Adaptability is the distinguish-
ing competency of organizations at this level. The ability to constantly 
realign with changing markets allows Level 4 organizations to maintain 
a competitive edge. 

 Level 4  infrastructure  enhances Level 3 by linking internal business sys-
tems across the supply chain, from back - offi ce functions through customer 
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motivation for change      17

touch points. This enhances communications, data exchange, and connec-
tion to partners and customers across functional areas. 

 Level 4  knowledge process  focuses on bringing the information systems 
to a higher level of quality, access, and relevance. All work - fl ow patterns 
have been modeled across the entire information value chain to optimize 
continuous measurement, decision-making, and real - time analytics lead-
ing to consistent and immediate customer response. Closed - loop feedback 
processes ensure continuous evaluation and improvement. 

 Level 4  people  have many similarities to the people in Level 1. They 
are independent, adaptable, innovative, and driven, and take calculated 
risks. However, their approach to the organization is more holistic. They, 
along with their peers, are focused on enterprise - level goals. So along 
with being innovative and adaptable, they must be highly skilled in the 
areas of communication and collaboration. 

 Level 4  culture  empowers individuals across the organization to take on 
leadership roles. Along with access to rich quantitative information, they 
are given the autonomy to continuously fi ne - tune the business model 
by making incremental improvements. Doing this requires clear com-
munication of the goals and vision from top management as well as the 
willingness and skills to collaborate and share ideas across departments. 
Change - readiness is an inherent part of the culture.  

  Level 5: The Adaptive, Innovating Enterprise   Innovation is the dis-
tinguishing competency of organizations at this level. These organiza-
tions are continuously seeking ways to reinvent and transform their value 
proposition. This proactive model, based on Business Intelligence and 
creative energy, allows organizations to stay continuously competitive. 

 Level 5  infrastructure  is designed to be an  “ intelligence architecture ”  
with the ability to integrate and expand quickly and seamlessly based on 
the needs of the organization. An advanced combination of analytic tools 
allows new ideas to be tested and perfected in a virtual environment, thus 
reducing the time to market. Innovation is systematically fostered and 
supported through information access and sharing. 

 Level 5  knowledge process  is designed to encourage innovation at the 
highest levels. Extensive analytics are used to model the future while min-
imizing risk. As a way of stimulating new ideas, collaboration is encour-
aged and facilitated on an enterprise - wide basis. The entire innovation 
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18     chapter 1 the evolving business landscape

process is documented, analyzed, and communicated throughout the 
organization. 

 Level 5  people  are whole - brain thinkers (described in Chapter  2 ). 
With a keen eye for the bottom line (left brain), they are proactive, 
creative thinkers (right brain). They thrive on juggling many roles and 
activities. They actually enjoy change and get bored if things start to feel 
stagnant. They know that their competitors are able to reach Level 4 with 
cutting - edge technology. But at Level 5, they can always outpace their 
competitors by continuing to innovate. 

 Level 5  culture  embraces whole - brain thinking. All ideas, even the most 
absurd, are encouraged. Processes are designed to facilitate creativity and 
support an intuitive fl ow of ideas. Constant change is the norm. Inquiry 
and collaboration as tools for innovation are embedded in all aspects of 
the Information Model to ensure sustainable and consistent success. 

 According to Davis, Miller, and Russell, no organization has truly 
reached Level 5. Some have pockets of Level 5 competencies, but most 
organizations fi nd it diffi cult to deal with constant change.  20      

  The Evolving Organization  

  In the mid - 1990s, an issue of  Fortune  magazine had an unusually 
arresting cover. It was two pictures, actually one above the other. 
The upper picture was a group of half - dozen or so men in bathing 
suits, sitting disconsolately with their backs to each other on a 
raft - like contraction that was obviously sinking. The picture below it 
was of a similar group on a raft, only this time they were happily facing 
each other as they paddled their buoyant and well - constructed craft 
across a lake.  

The story inside was about new ways of conducting executive 
development programs in corporations. The two groups on the cover 
were all executives from one Fortune 50 company. They had each been 
given identical sets of materials and time limits to build a raft that would 
take them across the lake. There was only one difference: To build their 
raft, one team was required to follow all of the company ’ s policies about 
new product development, planning, budgeting, and organizational 
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the evolving organization     19

structure. The other team — the happy crew of the seaworthy raft — had 
been left free to proceed in the best way they saw fi t.   

— Peter Vaill, foreword to Edwin E. Olsen 
and Glenda H. Eoyang,  FACILITATING ORGANIZATIONAL CHANGE    

 The lesson from this exercise is described succinctly by Peter Vaill in 
the foreword of Edwin E. Olsen and Glenda H. Eoyang ’ s book  Facilitating 
Organizational Change :   

 The lessons are about the power of participation; about the energy that 
is released when command - control top - down management is reduced or 
removed; about the innovations that emerge when formal structures are 
made more fl exible and responsive; and about the capacity of teams to 
gel around a shared vision and to exhibit extraordinary determination 
to fulfi ll that vision.  21     

 This creative exercise easily illustrates the limitations and risks of 
a highly regimented management style. While it may be diffi cult to pin-
point each team to a level on the Information Evolution model, it is easy 
to determine which management style is more suitable for a highly vola-
tile business environment. 

 So what impedes a company from reaching Level 5? What does a com-
pany need to address? How can it transform to support this evolution? 
New models from science and nature are emerging that offer understand-
ing and frameworks for creating and managing a company that is adapt-
able and innovative.    
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