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he ongoing digital revolution affects individuals and businesses alike.
Increasingly, social networks and digital devices are the default means for
engaging government, businesses, and civil society, as well as friends and family
members. People use mobile, interactive tools to determine who to trust, where
to go, and what to buy. This means that the last best experience that people
have anywhere becomes the minimum expectation for the experience they
want everywhere, including in the enterprise. Given the competitive landscape,
this means that enterprises must undertake their own digital transformations,
rethink what their customers value most, and create operating models that take
advantage of what is newly possible for competitive differentiation.
The challenge for the enterprise is how fast and how far to go down the
path to digital transformation and cloud adoption.

Addressing Challenges for the Enterprise

To meet this challenge, enterprises must develop a methodical approach to
embracing digital transformation and the cloud. Developing that approach
means that they must answer questions such as:

How do we situate such transformation in the complexity of the enter-
prise itself and the regulatory environment in which the enterprise
operates?

What considered, integrated set of decisions should we make to ensure
consistency and safety at scale?

How do we ascertain what success looks like in the short term, as well
as what steps we need to take in the long term to sustain it?
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Increasing customer expectations and a more competitive business context
have placed tremendous pressure on business leaders to change the way they
set their strategies and run their organizations. New requirements to incor-
porate more information and greater interactivity quickly drive up costs and
complexity.

Business leaders have long used information technology to improve produc-
tivity and efficiency, reach new markets, and optimize supply chains. What
is new is that customer expectations have changed. How can enterprises best
respond to this shift? How can they take advantage of the opportunity to
innovate and grow through technology adoption? And how can they do all
this cost-efficiently?

This is the domain of digital transformation and its intersection with cloud
adoption. Digital transformation incorporates the change associated with the
application of digital technology in all aspects of society'. Cloud Adoption is
the way in which businesses implement digital transformation.

In our work with clients, we have found that enterprises that can develop
and effectively execute a digital transformation strategy and take full advantage
of new technologies, such as cloud are able to transform their business models
and set a new direction for entire industries.

We believe the most crucial decision that a company can make to suc-
cessfully pursue a digital transformation strategy is to wholeheartedly yet
thoughtfully adopt the cloud as the IT platform of choice. We have observed
many companies that have successfully used cloud adoption to rapidly
advance their digital transformation strategy. We have also seen companies
make unsuccessful cloud adoption decisions that have hampered or set back
their pace of digital transformation. What we will show you in this book is
how to model your decision-making process after the successful transfor-
mations while avoiding the common pitfalls we've seen in the unsuccessful
transformations.

We propose to show you how to do this by focusing on three areas:

Think and Envision the Transformation
Balance the Transformation
Thrive on New Foundations

Along with insights from our direct consulting work with many industry-
leading organizations, the ideas we present in The Cloud Adoption Playbook
(the Playbook) are underscored by influential works including The Three Laws
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of Performance, by Steve Zaffron and Dave Logan?; The Innovator’s Dilemma,
by Clayton Christensen®; View from the Top, by Michael Lindsay®; and the
transformation of IBM itself.

This Playbook is for those who are (or aspire to be) catalysts for digital
transformation in their organizations; leaders who see the need for transfor-
mation as well as those who have direct responsibility for executing it. We
intend to bridge the business and technology divide and provide a holistic but
pragmatic set of ideas that can enable considered, consistent, and successful
implementation within complex organizational constructs. We hope that this
Playbook guides you in deciding how and where to get started in your digital
transformation journey, what important dimensions to consider, and how to
make integrated decisions that significantly improve the chances of success
while reducing risk.

We have seen many cloud adoption and digital transformation programs
succeed; we have also seen many fail. We hope that the tips in this Playbook
will add to the body of knowledge and experience on replicating success and
extending its impact.

What Drives a Business to the Cloud?

Technology in general, and the cloud specifically, are only a means to an end.
The end needs to be defined in terms of a business or mission-strategic intent
such as the following business drivers:

Exceptional user experience

Accelerated time to market

Higher service quality

Cost flexibility

Repeatability and flexibility

Safety, security, and compliance with regulation

Growing your business to meet these business drivers requires change
and organizational transformation beyond just adoption of technology. To
understand where cloud adoption and digital transformation fit within the
enterprise, you have to place them within the context of very complex orga-
nizational constructs requiring a holistic approach. This approach needs to
take into account the requirement to make progress and show success in the
short term while keeping the long-term goals in sharp focus.
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Because of this organizational complexity, we must define what success
looks like in this context to show you what refinement looks like and to dem-
onstrate how to achieve quick wins along the way. The following questions
can help guide your organization in understanding this definition of success:

What are our specific measures of success? Examples might include
“Attract and retain top talent” or “Reduce IT delivery time by 15
percent.”

What are some quick wins in the short term that the cloud could help
us achieve? Examples might include “Conduct a workload and data
classification analysis to determine what workloads have affinity to
the cloud and migrate 5 percent of those to cloud within one year” or
“Deliver a high-profile pilot cloud-native application that opens a new
route for customer interaction, such as a native mobile app or artificial-
intelligence chatbot.”

What does sustainable success look like in the long term for our digital
transformation journey? One example might be “Support idea to market
rollout in less than one month.”

What are the key success factors that our whole organization needs to
understand and march toward? One example might be “Improve cus-
tomer experience by 5 percent on a continuous basis as measured by
Net Promoter Score (NPS).”

Quick wins are powerful ways to secure and retain sponsorship. We have
seen that companies gain more success over the long term when they build
effective, enduring cloud transformation programs that aligned with their
strategic intent and business drivers. We recommend that you take stock and
periodically evaluate this alignment and course-adjust as necessary to achieve
strategic outcomes.

We recognize that cloud technologies present an unprecedented potential
for organizations to re-envision their relationship with information technology.
But we also believe that the cloud is a catalyst to allow you to go well beyond
re-envisioning to actual realization of new types of value. Cloud adoption can
transform organizations by better empowering their workforces and ultimately
differentiating them from competitors. Companies that can tap this potential
become disruptors in their respective markets regardless of industry, which
represents a real opportunity for leaders of these organizations.

We also recognize that given their successful history and ongoing
commitments with their most valued clients, organizations adopting the cloud
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may experience first-hand the innovator’s dilemma. You have to strike a bal-
ance between two worlds: delivering on existing commitments to stakeholders
employing traditional IT methods and tools, and simultaneously adopting the
game-changing new technologies required to meet disruptive new business
opportunities. All organizations must work out how far to go in each direc-
tion to decide what is right for them. In this Playbook, we provide practical
approaches to the decisions that need to be made and ways to take action along
the important decision-making dimensions we lay out.

What Do You Gain from Cloud?

According to the 2011 National Institute of Standards and Technology (NIST)
definition, “Cloud computing is a model for enabling ubiquitous, conven-
ient, on-demand network access to a shared pool of configurable computing
resources (e.g., networks, servers, storage, applications, and services) that
can be rapidly provisioned and released with minimal management effort or
service provider interaction.”

The practical outcomes that companies want to realize from cloud comput-
ing include resource elasticity, cost flexibility, and self-service provisioning.
Putting these two together, you see that you need to achieve the outcomes by
using the services provided by cloud providers. This requires a model that
allows you to choose not only what services you want, but where they run,
and what vendors or providers you purchase them from. We provide practical
examples of these models throughout the book.

Taking a step back and looking at the business intents behind why customer
adopt cloud, we see enterprises taking advantage of the cloud model because
it promises improved efficiency, expanded innovation potential, and revenue
growth. We see technology and business function leaders alike attracted to the
cloud for the value that it has the potential to deliver. Within these enterprises,
leaders are aligning their cloud adoption and their digital transformation pro-
grams through strategic intents such as the following:

Creating a customer-focused enterprise: This intent takes advantage of
the cloud model to optimize data and use analytics to adapt to new user
behaviors, cultivate trust, and drive profitable growth while preserving
an exceptional user experience.

Increasing flexibility and streamlining operations: You can use the
cloud to improve operating leverage with variable cost structures that
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increase flexibility for both the user and the provider of the cloud-based
service. Furthermore, you need to provide higher-quality service, accel-
erate time to market, and reduce risk.

Driving innovation while managing cost: By using the cloud to deliver
new services efficiently, these new services can improve cost flexibility,
provide users instant gratification, and drive competitive differentiation.
But you must balance these improvements against decreasing cost per
transaction and optimization of existing investments.

Optimizing enterprise risk management: You can use the cloud to
achieve compliance objectives and mitigate operational risk while maxi-
mizing return on equity; combating malicious activity; and incorporating
repeatability, scalability, resiliency, and flexibility.

At the time of the 2011 NIST definition, cost reduction, improved data
access, and demand generation were the top business drivers for cloud adop-
tion. We have seen business drivers, technology platforms, services offered,
and cloud deployment models evolve since that time. The top business drivers
for cloud now include building exceptional user experiences, providing ser-
vices in a multi-cloud hybrid environment, and modernizing applications to
update existing Information Technology estates. Modernization is especially
important for protecting your existing investment while opening applications
and data up for new value delivery.

Enterprise digital transformation began with cost savings and simple
lift-and-shift initiatives purely for efficiency. Efficiency is now a given, and
enterprises require a multi-cloud, integrated platform to enable them to disrupt
their industries and lead in their markets.

Although the cloud has helped early adopters generate innovation and new
forms of collaboration, there is a concerted shift to scale cloud adoption across
the enterprise. This shift includes addressing digital transformation in a sus-
tained way, recognizing that some business functions are more amenable to
cloud adoption than others.

Leveraging business drivers and strategic intent to guide and inform the way
you rethink cloud adoption and digital transformation means maintaining align-
ment throughout the transformation journey. Your business is reinvented as the
transformation occurs and accomplishments are achieved. The cloud becomes a
true catalyst, generating momentum and creating a virtuous circle that creates
sustained business success with expanded effect throughout the enterprise.

With your understanding of the intrinsic relationship between business
and technology and the need to continuously strive for alignment through
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the techniques described in the Playbook, we believe that you will be much
better positioned to achieve success in both the short term and the long term.

Implications to the Enterprise

Many of the ideas we describe in this book can and should apply to any orga-
nization, but we highlight the challenges that cloud adoption presents in large
enterprises, particularly those that are involved in strategic outsourcing.

You need to understand the critical importance of the value that technology
vendors and service providers deliver to enterprises — and, equally important,
the rate of adoption and transformation within your enterprise. Although the
Playbook assumes the perspective of the enterprise, for a fuller context, you
must consider the service-provider relationships and contract vehicles through
which such value is delivered to you.

Especially in strategic outsourcing arrangements, service providers earn
their revenue by taking on risk on behalf of their clients. If you are in an
arrangement like this, it means that you must take care to ensure that you
factor in the commitments the service provider has made (including appro-
priate procedures, buffers, service level agreements, and checks) into how
you realize the Playbook in real life. As a result, we recommend a holistic
approach to transformation, taking into account time, relationships, organiza-
tions, assumptions, talent, culture, and other factors. Likewise, you need to
take a pragmatic approach as you apply the tips in this book, one that recog-
nizes where your organization is in their journey, that meets your organiza-
tion where they are, and that guides the organization along the path of cloud
adoption and digital transformation.

As you balance sustained innovation and disruptive innovation to keep
pace with market forces and business priorities, the culture of care and risk-
aversion typically comes into direct conflict with the need for rapid innova-
tion. Our experience is that clearly outlined criteria along the dimensions of
consideration enable decision-making for these types of trade-offs. Where you
fall on the spectrum between sustained innovation and disruptive innovation
and the decisions that you need to make depend on factors specific to your
organization and your priorities. We address these important dimensions in
Chapter 2 on the Framework and in later chapters.

We observe, especially in long-term strategic outsourcing arrangements,
that enterprises see capabilities in the cloud that seem similar to — and
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cheaper than — what they’re paying a lot of money for in their existing con-
tracts. Enterprises also see many new possibilities in the cloud. These possi-
bilities can be realized through cognitive capabilities; containers; prefabricated
mobile application development environments; DevOps components; and a
spectrum of useful services such as data analytics, machine learning, and
artificial intelligence. These kinds of services are offered in a variety of cloud
environments, and organizations are applying multi-cloud adoption strategies
to take advantage of these services where they exist. Therefore, market pres-
sure is growing to employ these powerful capabilities to deliver new value
faster — and at scale.

These are just a few practical examples of how innovation changes the
relationship between the service provider and the service consumer in the
enterprise context. Our experience is that the implications of digital transfor-
mation can be quite wide reaching. In addition to innovating with technology,
you need to innovate in your vendor contracts to capture the evolving rela-
tionship between the enterprise and the service provider. Further, you must
incorporate these technologies into the new enterprise operating model in
order to take full and meaningful advantage of these new possibilities. It will
do you no good if your contract with your service provider makes you pay for
services that are no longer needed because they have been replaced by newer
cloud-based technologies, or that forces you to continue to provision services
such as development environments manually when they can be instead directly
requested through a self-service catalog.

You also must consider your enterprise’s tolerance for sustained or disrup-
tive innovation and how that innovation fits into its priorities. The process
begins by clarifying your objectives. You must decide what you really want
from digital transformation and cloud adoption. You must determine the strate-
gic intent behind those objectives, determine how well aligned your enterprise
is to those objectives, and continually re-evaluate what you must do to align
with these objectives.

We see many tried-and-true business models being disrupted by cloud
service providers and the services that they provide. This causes enterprises
to react in a variety of ways; in many cases, the response has been to adopt
multimodal IT; that is trying to segregate projects into “faster” and “slower”
lanes to allow innovation on the cloud even as they seek alternative solutions.

What'’s more, lines of business that are pressed by market forces find them-
selves having to work around their internal IT providers. This is because the
LOB’s believe they need either responsiveness or capabilities beyond what
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internal IT has the capacity to offer. As a result, instead of internal IT acting
as a trusted adviser and de facto service provider, others assume this role.

Summary

This chapter showed what drives businesses to the cloud, and what businesses
can expect to gain from cloud adoption. This chapter also showed how the
cloud can disrupt your current approaches and IT operations models — both
internally and with outside vendors.

Digital transformation is not easy; it requires inspiration, a clear and con-
sistent focus, and persistence over time. It also requires a playbook to help
you understand all the different areas you need to consider and how they work
together or come into conflict.

This leaves you, as a catalyst and a leader, in a challenging position. You
need to be able to address the following questions:

How do you articulate a holistic but pragmatic approach that takes
organizational tensions into account and recognizes the need to move
quickly and in a concerted, coordinated way?

How do you decide where to start bringing key stakeholders to the table
and charting a path that causes alignment?

What are the steps you need to follow to significantly increase the
chances of success while reducing risk to the enterprise?

We will explore the answers to these questions (and others) in Chapter 2.



