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Presenter
Presentation Notes
Hello everyone! My name is John Dill, CIO for the Bermuda Monetary Authority, co-chairman of the electronic Supervision Forum with Dr. Said Tabet. Said is unfortunately unable to join us today. Said and I and a core team from GRC-XML are working on a few innovative uses of XBRL technology. We wanted to share with you our current initiative and progress.As XBRL continues its worldwide adoption, we look beyond financial reporting and towards the integration of key business processes to enable efficient governance, performance oriented risk management, and integrated compliance activities.This talk will focus on GRC-XML as a framework, as a taxonomy for sharing governance, risk, and compliance information.



 Brief Overview of the Project 
 Governance Structures & Execution 

Frameworks 
 Project Planning and Portfolio management 
 Approach / Methods 
 Lessons Learned 

 
 

Presenter
Presentation Notes
The agenda:We will start with a brief overview and with a statement about some of the critical issues every organization is facing today, created by years of silos and complex inadequate processes.We will talk about GRC in general and provide our view of how to go from the current state to future state. We will then introduce GRC-XML and the business case, scope and current work.We will define and discuss how XBRL and XBRL GL technologies form the foundation behind GRC-XMLWe will finally provide a more detailed overview of the GRC-XML taxonomy and information model.Finally, we will summarizes this presentation with some take aways and an invitation to the audience to get involved.
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Key Findings 
 Paper Management versus Paper 

Reduction 
 Project Based Environment 

without a Project Execution 
Discipline 

 Information sensitive environment 
without the structure to support it 

Strategic AIM 
 The restructuring or redirecting of 

the Information Technology 
delivery towards a customer 
centric model. 

  
 The fostering of best practice 

Information Technology 
governance and management 
approaches. 

  
 The delivery of a flexible, 

“holistic” information 
management tool set that 
increases the overall efficiency 
and effectiveness. 

Containment 

Positioning 

Advancement 

Critical Success Factors 

•  Adequate human resources 

•  Adequate finances 

•  Executive support through the change cycle 

•  Effective IT Delivery  

Vision: The seamless and 
efficient flow of information 
amongst all stakeholders within 
the regulatory supervisory 
process. 
 Information reuse is maximized. 
 Stakeholders are focused on their core 

competencies. 
 Information is used to create value for all 

stakeholders 

Primary Initiatives 
 Reinvent the Infrastructure 
 Develop the team 
 Project RAIN 
 ERICA 

Vision:  
Information reuse is maximized. 
 Stakeholders are focused on their core 

competencies. 
 Information is used to create value for all 

stakeholders 



ERICA 

Solvency II 

Pillar 1:  
Capital Adequacy 

Pillar 2:  
Governance and Risk 

Management 

Pillar 3:  
Disclosure 

Basel II 

Pillar 1:  
Minimum Capital 

Requirements 

Pillar 2:  
Supervisory 

Assessment Process 

Pillar 3:  
Market Discipline 

Other 

AML/ATF 

Corporate 
Authorizations 

Collective 
Investment Schemes 
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Project RAIN Objectives 
It is envisaged that Project RAIN will facilitate: 
1. Improvements  in the accuracy and quality of the Authority’s 

information 
2. A reduction in overall operational costs 
3. An agile regulatory framework that is able to very quickly adapt 

to changing regulatory needs 
4. Deeper intra-sector analysis as well as cross sector analysis;   
5. Wider systemic modeling opportunities;  
6. Reductions in the effort it takes to complete regulatory filings 
7. Enhanced supervision  

A. Shifting resources from front end data capture and routine analysis to more substabtive 
analytical activities 

B. Broader sector coverage and improved cycle times 
8. Enhancement in the Authority’s Business Continuity Position 



6 

I n t e r n a t i o n a l   
T a x o n o m i e s  
( S o l v e n c y  I I ,  

I F R S ,  B a s e l  I I ,  
U S  G A A P   e t c . )  

B e r m u d a  
R e g u l a t o r y  
R e p o r t i n g  
T a x o n o m y  

I n s t a n c e  o r  
F i l i n g  S p e c i f i c  

T a x o n o m y  

E n t i t y  
S p e c i f i c  

T a x o n o m y  
E x t e n s i o n s  

With the exceptiojn of 
Solvency II these 
taxonomies are 
generally available (free 
of charge). 
 
Solvency II will have to 
be built by the BMA. 
 
The output of this  
development is a 
consolidated and cross 
referenced  library of 
data elements to 
regulation, guidance, 
concepts and terms. 

The Bermuda 
Regulatory Reporting 
Taxonomy is built  using 
the contents of the 
international taxonomies 
and extended for 
anything unique to the 
Bermuda. 

Using the Bermuda 
Regulatory Reporting 
Taxonomy Filing 
taxonomies are 
developed that link 
back to international 
concepts, and cross 
reference local 
concepts. 

Bermuda based 
entities will NOT have 
the ability to extend 
taxonomies to include 
information  outside of 
the base content.. 



ERP REPORT 
WRITER 

RAIN 
Portal 

ERP 

1. BMA provided XBRL enabled excel, word, and PDF templates and Web Interface 

2. Bolt-on via Outsourcing or internal Utility 

3. Bolt-on via Internal Process 

4. Embedded Processes 

RAIN 
Portal 

RAIN 
Portal 

RAIN 
Portal 

The BMA will provide submission options using the BMA RAIN 
portal and via XBRL embedded word documents, excel workbooks, 
and PDF templates 

Printers and other third party service providers provide outsourced 
solution for mapping the disclosure elements on the financial 
statements and note disclosures (in block text) to the BMA 
Taxonomy 

XBRL can be adopted by companies at the “highest” reporting level 
(i.e. consolidated) solely for purposes of complying with regulatory 
requirements.  However, potential XBRL process enhancement 
benefits are not fully realized. 

- Enables automation of currently manual assembly and review 
processes 

- Requires companies to assess information needs and provides 
an opportunity to eliminate inefficiencies in current compliance 
and reporting processes. 

- Enables process enhancements that lead to more timely higher 
quality  data for decision making purposes 

- Maximizes benefits of XBRL to preparers and internal users of 
financial and non-financial information. 



Containment 
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 BSCR Class 3A, Groups, Long Term, Dual License, CISSA 
 Investment Funds 
 Enhanced Bermuda Regulatory Reporting Taxonomy (BRRT) 
 Solvency II Taxonomy  
 IFRS for Insurance Taxonomy 

2011 

2010 

2008/2009 

Advancement 

Positioning 

 Infrastructure redevelopment 
 Corporate Authorizations (Business Registry) 
 Banking Sector Statutory Return (Basel II) 
 Banking Digest (Analytics Portal) 
 Team development 
 IT Governance and Controls 

 

 BSCR Class 4+3B 
 Base Insurance Analytics Portal  (Ratio Analysis) 
 ERICA Core Development  
 Base Bermuda Regulatory Reporting Taxonomy (BRRT) 

 
 



Cross Sector Analytics  
and Systemic Modeling 

ERICA Development and Implementation 

2009 2010 2011 2012 
Project Start 

Banking Sector  
Analytics Portal 

Insurance Analytics Portal Phase I 

Initial Development of a DRAFT  
Solvency II and IFRS for Insurance Taxonomies and DPM 

Visioning, Mobilization  
and Proof of Concept 

Insurance Analytics Portal Phase II 

Continued Development of   
IFRS for Insurance / Solvency II 
Taxonomies 

Bermuda Regulatory Reporting Taxonomy and DPS 
IFRS Convergence 
Accounting Principles Mapping  
for Supervisors 

BRRT for the  
Banking Sector  

Implementation to 
be accomplished 

Implementation to 
be accomplished 





◦ PPM is the process and framework to maximize the value of a 
collection of projects (the portfolio) for an acceptable level of risk 

◦ Leading enterprises are adopting portfolio management 
techniques to gain benefits 

◦ Project portfolio management (PPM) is a 5-step process for 
prioritizing and managing a collection of initiatives 

◦ Process is not purely sequential, but has feedback loops 
throughout 

5. Manage 
Portfolio 

4. Match 
Resources 

2. Evaluate 
Initiatives 

1. Define     
Initiatives 

3. Prioritize          
& Balance 

Presenter
Presentation Notes
What is Project Portfolio Management and why is it important?The primary objective of portfolio management is to optimize the return on the total investment for an acceptable level of risk by:Having a clear understanding of potential investment opportunitiesSelecting those investments that have greatest potential valueManaging the selected investments to get the maximum return.IT-enabled investments can be managed like a financial investment portfolio or a R&D portfolio of new product proposals. Diversify the portfolio to reduce risk. Select investments that explicitly support business objectives. Make individual project decisions in the context of all other projects under consideration or underway. Balance the portfolio for the current situation, e.g., in tough economic times, shift balance to shorter-term returns. While budget pressures may motivate adopting PPM as a cost-reduction tool, it is  more widely used to free-up resources from low-value projects so they can be re-allocated to high-value initiatives.Action Item: View your IT-enabled initiatives as a portfolio of investments and apply commonly-accepted portfolio management principles.



◦ Determine whether to use one- or two-stage evaluation   
◦ Gather comprehensive data about each proposed and current 

investment and document using a uniform format 

BUSINESS CASE 
1.   Project name/description 
2.   Business need/objectives 
3.   Project sponsor 
4.   Alternatives 
5.   Assumptions 
6.   Cost estimates 
7.   Benefits estimates 
8.   Fit with business/IT strategies 
9.   Implementation strategy 
10.   Infrastructure requirements 
11.   Risk factors 
12.   Project schedule 

PRELIMINARY PROPOSAL 
1.   Project name/description 
2.   Business need/objectives 
3.   Project sponsor 
4.   
5.   
6.   

Rough cost estimates 
Rough benefits estimates 
Fit with business/IT strategies 

1 

Presenter
Presentation Notes
What is Project Portfolio Management and why is it important?Prioritization decisions are only as good as the underlying data on which they are based. Gathering consistent, reliable information about each initiative is a key challenge, as is presenting it in a uniform format, so that competing initiatives can be compared.Enterprises take either a one-stage or two-stage approach to defining initiatives. In the one-stage approach, a team prepares a full business case or cost/benefit analysis, with sufficient information to determine its worth to the business.In the two-stage approach, a team prepares a preliminary project proposal with less information, perhaps only a two-page summary outlining the project concept. The decision-makers need just enough information to judge the viability of the concept, and whether to fund the development of a full business case. Large initiatives, such as programs and endeavors, usually go through this two-stage process.Many companies we speak to use a Program Management Office (PMO) to teach business units this discipline, to provide standard templates and even to assist with the work.Action Item: Gather consistent, reliable information about each initiative in a uniform format.



◦ Use logical investment categories to allocate resources 
◦ Choose clear, objective evaluation criteria 
◦ Factor-in risk so initiatives can be compared fairly 

5. Manage 
Portfolio 

4. Match 
Resources 

2. Evaluate 
Initiatives 

1.Define     
Initiatives 

3. Prioritize          
& Balance 

Presenter
Presentation Notes
What framework should be used to make prioritization decisions?Creating a prioritization framework, using logical investment categories and objective evaluation criteria, is a prerequisite for achieving a balanced project portfolio.



◦ Use a combination of financial 
and non-financial measures 
Focus area  Evaluation criteria Definition 

Business value 
Value 

Financial return The expected return from the investment; usually a 
calculation based on the degree to which the planned 
benefits exceed the estimated investment cost 

Strategic fit Degree to which the investment supports the 
enterprise's strategic business objectives Alignment 

Technical fit Degree to which the investment fits with the 
enterprise's technical architecture 

Implementation risk The risk of implementation being more expensive 
or taking longer than planned, or of not completing Risk Operational risk The risk of not getting the planned benefits from the 
investment 

Other Implementation schedule 
Cash flow requirements 

The expected business benefits of the investment, 
usually expressed by business value metrics, such as 
time-to-market, customer satisfaction, product quality 

Resource Availability 

2 

Presenter
Presentation Notes
What framework should be used to make prioritization decisions? Small projects, are usually aggregated in a single bucket and controlled with a specific budget. They are not worth the overhead of doing a full business case and going through the process.Cost estimates should cover full life-cycle costs including both one-time and on-going operating and maintenance costs, capital and expense.Work with the CFO to adapt the enterprise methodology for evaluating proposed capital expenditures. This is usually already widely understood and accepted within the enterprise and can simplify the implementation process. The better the cultural fit, the less training and education is required, and the greater the likelihood of adoption.Don’t use financial measures alone. Otherwise you will end up with an unbalanced portfolio of cost reduction initiatives and nothing else. Balance is needed in evaluation criteria.Scorecards for non-financial measures use qualitative rating schema (high-medium-low) which can be converted to a numeric rating for scoring, or use a numeric scale of 1 to 5, or 1 to 10.Action Item: Use both financial and non-financial measures to evaluate the relative value of each initiative.



◦ Use traditional financial measures as one 
of multiple criteria 

 Cost estimates should cover full life-cycle costs 
 Maintain a project repository 

Measure/Format  Definition  Desired Outcome Pros Cons 

Return on 
Investment (ROI)/ 
Percent 

Comparison of total 
return to total outlay 

Higher than 
equivalent risk 
investment 

Simple to compute and 
understand 

Does not indicate the 
magnitude of the 
investment 
Ignores time value of 
money 

Payback Period/ 
Months/Years 

Elapsed time until 
outlay is paid back 

The shorter the 
better 

Ignores time value of 
money 

Net Present 
Value (NPV)/ 
Cash Amount 

Current value of future 
cash flows discounted 
at risk-adjusted cost of 
capital 

Above 0, the 
larger the better 

Indicates the magnitude of 
the return 

Recognizes the time value 
of money 

Poor measure when 
investment may have a 
wide array of outcomes 

Internal Rate of 
Return (IRR)/ 
Percent 

Rate of return from 
future cash flows 

Higher than risk- 
adjusted cost of 
capital 

Recognizes time value of 
money 

Does not indicate the 
magnitude of the return 

Simple to compute and 
understand 

2 

Presenter
Presentation Notes
What framework should be used to make prioritization decisions?The best advice for financial evaluation criteria is to use the same measures the business uses, because they are familiar, credible and already part of the enterprise culture. Work with finance staff to adapt the enterprise's capital expenditure methodology to suit the evaluation of proposed initiatives.The better the cultural fit, the less training and education are needed to implement PPM, and the greater the likelihood it will be accepted. Numerous financial return measures exist. The most common are shown in the figure.Cost estimates should cover full life cycle costs, including one-time development and ongoing operating and maintenance costs, both capital and expense. A cost-estimating template listing all cost categories and standard rates can make estimating more accurate and less laborious. A project repository is useful for planning new initiatives, providing a “reality check” for cost  and revenue estimates and for tracking projects underway.Action Item: Invest is a project repository to make project information readily available.



◦ Use traditional financial measures as one 
of multiple criteria 

 Ensure cost estimates cover full life-cycle costs 
 Maintain a project repository 

Measure/Format  Definition  Desired Outcome Pros Cons 

Return on 
Investment (ROI)/ 
Percent 

Comparison of total 
return to total outlay 

Higher than 
equivalent risk 
investment 

Simple to compute and 
understand 

Does not indicate the 
magnitude of the 
investment 
Ignores time value of 
money 

Payback Period/ 
Months/Years 

Elapsed time until 
outlay is paid back 

The shorter the 
better 

Ignores time value of 
money 

Net Present 
Value (NPV)/ 
Cash Amount 

Current value of future 
cash flows discounted 
at risk-adjusted cost of 
capital 

Above 0, the 
larger the better 

Indicates the magnitude of 
the return 

Recognizes the time value 
of money 

Poor measure when 
investment may have a 
wide array of outcomes 

Internal Rate of 
Return (IRR)/ 
Percent 

Rate of return from 
future cash flows 

Higher than risk- 
adjusted cost of 
capital 

Recognizes time value of 
money 

Does not indicate the 
magnitude of the return 

Simple to compute and 
understand 

2 

Presenter
Presentation Notes
What framework should be used to make prioritization decisions?The best advice for financial evaluation criteria is to use the same measures the business uses, because they are familiar, credible and already part of the enterprise culture. Work with finance staff to adapt the enterprise's capital expenditure methodology to suit the evaluation of proposed initiatives.The better the cultural fit, the less training and education are needed to implement PPM, and the greater the likelihood it will be accepted. Numerous financial return measures exist. The most common are shown in the figure.Cost estimates should cover full life cycle costs, including one-time development and ongoing operating and maintenance costs, both capital and expense. A cost-estimating template listing all cost categories and standard rates can make estimating more accurate and less laborious. A project repository is useful for planning new initiatives, providing a “reality check” for cost  and revenue estimates and for tracking projects underway.Action Item: Invest is a project repository to make project information readily available.



◦ A uniform set of risk types is useful for scoring 

 Many techniques are available for factoring risk into 
the evaluation process, as well as for mitigating risk 

 Types of risk Definition 
Business/ 
Economic 

Risk that business changes sufficiently so that planned 
benefits are not attained or the initiative is not used 

Organizational Risk that organizational changes preclude the full use of and 
benefit from the project 

Technological Risk that the technology selected does not live up to 
expectations or is not well-suited to its intended use 

Execution/ 
Implementation 

Risk that the organization cannot implement the project on time 
and within budget, or that it fails to develop a workable solution 

Complexity Risk of failure due to the magnitude of the complexity involved 
because of its scale, the degree of change require, or the 
number of parties involved 

Operational Risk that the operating costs of the new system grow to be 
uneconomic 

2 

Presenter
Presentation Notes
What framework should be used to make prioritization decisions?Risk-averse or not, all enterprises need to include risk in their evaluation process, because it can reduce the expected ROI of investments. To develop a risk score, use a consistent risk framework for all investment proposals, similar to that in the figure. Most enterprises develop a low/medium/high rating for each risk type that converts to a numeric score. In financial markets, higher levels of risk demand higher potential returns.  Four techniques are commonly used to compare initiatives with different risk profiles:Set a higher net present value (NPV) hurdle rate for higher-risk initiativesUse risk-adjusted discount rates to calculate NPV for initiativesRisk-adjust the NPV and internal rate of return (IRR) for initiatives by multiplying them by their probability of successSubtract the risk score from an initiative's score to calculate its overall score.Action Item: Ask project sponsors to spell out how risks will be mitigated before approving funding.



◦ Investment categories can be used to group 
initiatives with similar characteristics 
◦ Scoring model should reflect management 

objectives 

  Probability of success 

 Return on investment 8 50 40 

  Strategic fit 7 30 21 

5 20 10 

Project Score 71 

Evaluation Criterion Score 
Weighted 

Score 
Weight 

% 
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Presenter
Presentation Notes
What framework should be used to make prioritization decisions?Many enterprises form an investment decision council (IDC) to make enterprise wide project prioritization and portfolio management decisions.Scored business cases are the input. In some enterprises, scoring is done as a group effort by the decision council. In others, the scored proposals are circulated to the council members before their meeting so they have time to become familiar with each initiative and prepare questions for the sponsors.Project sponsors present short summaries of why their proposals deserve funding. Based on the insights gained by discussing projects with the sponsors, the IDC determines whether the business cases and scorings are realistic. The council then decides to approve, cancel, put on hold or send back each proposal for re-work. Projects are then ranked within their category based on their scores.Use different criteria or weighting for different investment categories. Scoring models must reflect the enterprise's objectives and business drivers. Weightings indicate the relative importance of each criterion. Combine weighted financial and non-financial measures to compute a single score.Action Item: Use weighting to indicate the relative importance of each criterion.



◦ Match initiatives to resources until the 
resources are exhausted 

 Put remaining projects “on hold” for future review or 
consider adding external resources  

 Re-schedule to accommodate other constraints 

Initiative  
name 

Weighted  
score 

Estimated  
cost ($ M) 

Cumulative  
cost ($ M) 

Initiative M 

Initiative F 

Initiative J 

Initiative C 

Initiative A 

Initiative E 
Initiative D 

Mandatory 2 2 

80 25 27 
74 11 38 

71 31 69 
60 9 78 

53 13 91 
50 20 111 

New initiative  
budget:  $80M 

Deferred  
initiatives 

Initiative  
Name 

Weighted  
Score 

Estimated  
Cost ($ M) 

Cumulative  
Cost ($ M) 

New initiative  
budget:  $80M 

Deferred  
initiatives 
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Presenter
Presentation Notes
What framework should be used to make prioritization decisions?Matching approved projects to available resources can be complex because there are so many constraints – budget, staff or skills availability, project interdependencies, mandatory implementation dates, vendor schedules and cash flow requirements.One way to determine how many approved projects can be funded is to match projects to resources until the resources are exhausted. Draw a line under the lowest-ranked initiative on the cumulative-cost list that doesn't exceed the budget, as shown in the figure. Deferred initiatives are returned to the opportunity portfolio to be revisited during subsequent portfolio reviews.A rough loading of staff on projects can address staffing or skills availability. Map projects to high-level skill categories – business analyst, system analyst, developer – to see which initiatives can be staffed. If all approved high-priority projects can’t be funded, staffed and scheduled, an IDC might consider alternatives, such as using external service providers to augment the staff, reallocating budgets from other areas, or dividing large projects into smaller ones.Action Item: Consider other factors such as project interdependencies and cash flow when scheduling.



◦ Manage portfolio to optimize the return 
for an acceptable level of risk 

Increasing Risk 
In

cr
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si
ng
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G A 

Increasing Risk 
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As - Is Portfolio 

J 

F 

C M 

G A 

Target Portfolio 

Size of circle = Project cost          Color = Project health In trouble On target At risk 

H 
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Presenter
Presentation Notes
What framework should be used to make prioritization decisions?Improving portfolio performance requires active management. Enterprises typically conduct portfolio reviews as part of their annual planning and budgeting cycle. But a growing number find quarterly or semi-annual portfolio reviews beneficial. Review frequency depends on the velocity of the business cycle and the type and size of projects under way.Active management can drive the “as-is” portfolio to the target state over time. The resulting portfolio generally has fewer initiatives, lower risk and higher value.PPM improves project performance. Senior management can view the entire portfolio and order corrective action for “red” bubbles that indicate troubled projects. They can track investments to ensure that the promised benefits are harvested and retire aging applications.These reviews can result in portfolio changes, requiring portfolio re-balancing. IDCs don’t manage individual projects, but they do need to draw on the project repository to obtain project information.Action Item: Use bubble charts as a tool to make it easy for executives to visualize portfolio status and make portfolio decisions.



1. Establish governance and clear accountabilities 
2. Allocate sufficient resources to support the 

process 
3. Ensure the process is disciplined, consistent, and 

sustained 
4. Develop an objective prioritization framework 
5. Maintain communication and education 

programs 
6. Support decision-making with tools that make 

compliance easier 

Presenter
Presentation Notes
What are the critical success factors for effective project prioritization? Gartner research and interviews uncovered the following six critical success factors: 1. Making a portfolio management process work requires strong governance and holding participants accountable.2. Portfolio management is such a major undertaking that it needs to be treated as a project itself to succeed. It needs a process owner and a qualified support team.3. Having a disciplined process means that all proposals go through the same screening process. The process is ongoing and approved initiatives are reviewed when conditions change.4. The objective prioritization framework should include investment categories and risk-adjusted evaluation criteria.5. Communication and education programs are needed to develop stakeholder buy-in and support for the project portfolio management process.6. To facilitate the use of PPM, provide tools that make compliance easier. Tools ensure consistency and support group decision-making.



10 20 30 40 50 60 

The culture is too difficult to change 52% 
Too many conflicting priorities 45% 

Organizational politics 41% 
Lack of necessary funding 28% 

Lack of skills/competencies 27% 
Organizational model/structures 24% 

Lack of vision and leadership 21% 
Lack of executive buy-in 18% 

Lack of IT — Business alignment 14% 
No methodologies in place 14% 

Too many change approaches 12% 
Other 3% 

Percentage of CIOs naming an item as a top 3 
barrier to enterprise change 

CIO views on the barriers to enterprise change 

Presenter
Presentation Notes
When asked about the top barriers to change in a 2004 Gartner/Meta survey, CIOs include culture, priorities and politics as the principle barriers. These are all "soft side" issues.Soft side issues are "soft" because there is a belief that they cannot be managed as one would manage a project or process. This is true to some extent, as CIOs do not feel well equipped to address these issues. Discussions with members at the Gartner 2005 EXP Forum workshops in North America and Europe, the Middle East and Africa (EMEA) showed that nearly 100 percent of attendees agreed that cultural change management could not be approached systematically. Without tools, these CIOs are right. But CIOs and any executive leaders must be able to manage these issues, or else enterprise change is left to chance.



 CIOs know that the "soft side" change 
issues are the toughest, and it's the thing 
they're putting the least effort into. 
 

 Soft side issues are predictable, so they 
can be managed — CIOs must learn to do 
so. 
 

Presenter
Presentation Notes
The rate of change is changing — moving up in frequency and scope. Acquisitions, new product launches, re-organizations, process improvement and new information systems all represent change. According to the 2005 Gartner EXP CIO survey, CIOs predict that they will complete an average of one or two major projects per month in 2006, resulting in the introduction of between eighteen and twenty four change initiatives from IT alone.The type of change is also increasing in its intensity as CIOs report the impact of business, management and technology issues are all increasing.The ability to lead and manage enterprise change is becoming part of every executive's responsibility, including the CIO. 



 1. What capabilities must CIOs acquire  
to succeed in enterprise change? 

 2. What kinds of teams must CIOs build  
to succeed in enterprise change? 

 3. How should CIOs communicate about 
enterprise change, within and outside  
the IS organization? 

 4. What steps should CIOs take to overcome 
change obstacles and ensure that the enterprise 
sustains its ability to change? 



 
 

“Nothing is easy to the unwilling.”  
 

 - Thomas Fuller 
 

 



C
ha

ng
e 

C
on

te
nt

 

Change 
Process 

Acquire 
change 
methodology 

Build team 

Build case 
for change 

Examine 
architecture and 
infrastructure 

Define new 
business 
process 

Select and 
test new 
technology 

Define new 
roles and 
organizations 

Pilot and roll 
out new 
business 
process 

Pilot and roll 
out new 
technology 

Pilot and roll out 
new roles and 
organization 
structures 

Implement 
continuous 
improvement 

Implement 
ongoing 
support  

Install new 
performance 
measures 
aimed at culture 

People 

Technology 

Process 

 Develop and 
Implement  

Change 

Sustain 
Improved 

Performance 

Compelling Case 
and Strategy for 
Change 

Design  
Change 
Program Change 

Context 

Presenter
Presentation Notes
Change is complex, bringing together people, processes and technologies in new ways. Leading change involves leading the coordination of three activities: the change process, the change context and the change content. The change process is the schedule or course of action involved in creating and deploying change. Leading the change process involves managing how and when change is introduced into the organization. The change content includes the new capabilities being implemented, such as new information technology, business processes, roles and responsibilities, organization structures and competencies.  The change context is the rationale for change — the "why." Leading in terms of the change context involves building and sustaining demand and willingness to change within the enterprise. CIOs are well equipped to handle the hard side of change. Creating the content of change is not a challenge. CIOs and IS organizations know how to develop information systems, business processes and other deliverables that form the supply of change. Implementing a change program is also not a challenge as most CIOs have or know where to obtain the program and project management skills to manage the development of a large scale project. 



1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

Blame 

Denial 

Testing 

Skepticism 

Disbelief 

Hope 
Initial Action 

Hard 
Work 

Initial 
Success 

Acceptance 

Ongoing 
Improvement 

Struggle Stage 

Something is wrong in the enterprise. 

Something has to be done. 

The enterprise is learning from its results and making 
continuous improvements. 

The enterprise is making its business case for change 
and new ways of working are becoming standard. 

The early actions are yielding results. The enterprise is 
putting more resources behind the effort.  

The enterprise is taking action to implement the change 
and new responsibilities are clear and supported. 

The enterprise is committed and ready to dedicate 
resources to implementing the change. 

Making this change is a priority even thought it will create 
some discomfort. 

We have an idea that could work if we give it a chance. 
It's new so we are going to have to change. 

Doing something will be hard work, there is not quick fix 
to address the issue. 

The Enterprise Context 

"Yes, but its not my fault, 'they' caused it, let 'them' 
change. 

"I knew it could be done, I am part of the success and I 
am ready to change to make things better." 

"This is going to work and I am part of that success!" 

"It's working because I am part of the change. I am willing 
to accept additional levels of change.  

"This is not a temporary thing. I'll need to invest in 
learning new tools, skills and behaviors — I'm changing." 

"I am willing to go along, now that I can see the 
commitment. I hope that there will be follow-through." 

"I do not believe that this change is for real, even if others 
do. If it does not work out, how will it impact me?" 
 

"This is not new. I can wait it out. If I ignore it then it will 
go away. 

"I am lost. I know we have to do something. I don't know 
how to change." 

"Oh, the problem is not that bad. We are doing the best 
we can and changing would not make it better." 

The Individual Response 

Presenter
Presentation Notes
The first step in being a change leader is to recognize that resisting change is natural. Change threatens the status quo, replacing certainty with new processes, tools, and expectations. Change leaders know that this resistance follows a consistent and predictable form. Gartner analyst Kraft Bell's "Ten Change Struggles Executives Ignore at Their Own Risk" (QA-1002-0101) shown in the chart above, is a typical description of the stages of personal (and enterprise) transition in change. Those familiar with Dr. Elizabeth Kubler Ross's seven-stage model for grieving, or her five-stage model for coping with personal change will recognize the similarities. As in those models, the implication of terms like "blame" and "denial" is that change — even desired change — is difficult, and must be tackled one stage at a time.  Resistance is the principle soft side issue, and the change struggles provide a tool to understand the progression each individual follows from resistance to results and the actions leaders need to take. 
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Initial 
Success Acceptance Ongoing 
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Sponsors 

Agents 

Targets 

Blame Denial Testing Skepticism Disbelief Hope 
Initial Action 

Initial 
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Improvement Hard Work 

Blame Denial Testing Skepticism Disbelief Hope 
Initial Action 

Initial 
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Improvement Hard Work 

Presenter
Presentation Notes
Leading change involves building demand for change by managing three distinct groups of people: sponsors, agents, and targets.  Based on the definitions found in business analyst Daryl Connor's book "Managing at the Speed of Change," these groups can be defined as follows: The target is an individual or entity that will be required to change their behavior and actions. These are the most important people in the change process, because if the targets reject change, it will fail. A sponsor is the individual or entity with responsibility for the success of a change initiative, and the necessary authority to commit required resources to the initiative. In the case of large scale change the sponsor is often a team, not a person. An 'executive change council' including the CEO, COO, CFO, CIO, and one or two other executives such as the head of sales, is an example of a sponsorship team.  An agent is an individual or entity empowered by the sponsor to carry out specific tasks related to the change initiative. The CIO and IS organization are frequently asked to be agents in terms of managing change content and the change process. Each group goes through its change struggles at different times and different rates. Leading change involves managing each of these groups successfully through their change struggles. When change is mostly restricted to information systems, the CIO often serves as sponsor. But enterprise change by definition goes beyond information systems, and most CIOs involved in enterprise change function as agents — often as a project executive reporting to the change initiative sponsor. 



 
 

 “Never doubt that a small group of 
thoughtful, committed citizens can 
change the world.”  

 - Margaret Mead  
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 Project  
 Executive 

Change  
 Management  

Leader 

  Process  
  Design  
 Leader 

 Technical  
Design 
Leader 

Steering Committee 

Change  
 Management  

Team 

  Process  
  Design  

 Team 

 Technical  
Design 
Team 

Presenter
Presentation Notes
The enterprise change team includes a business process design team, a technical design team and a "change management" team that focuses on the "people" issues. The team leaders usually work together as a steering committee reporting to a project executive, such as the CIO (who in turn reports to the project sponsor). In many enterprises, IS is the organizational unit with the strongest track record in large-scale project management. Our poll of CIOs at forums in the US, EMEA, and Asia/Pacific showed that in every case where an enterprise had both an IS and enterprise Project Management Office (PMO), the IS PMO preceded, and was the inspiration for the enterprise PMO. In those cases, and in those that involve significant new technology, it's logical for the CIO to fill the role of project executive.  John Metzger of A&P said "get the right people surrounding you, all 'A' players in all the functional areas; communicate to management that you expect money, people, and resources before you take something on." In saying this he wasn't just stating the obvious — that high quality people are important to success — he was advising CIOs to avoid a situation where there is insufficient support for change.
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 “Some people change when they see 
the light, others when they feel the 
heat.”  

 
 - Caroline Schoeder 



Change  
Struggle 

  
Audience Messages Who Delivers Channel 

When 
Delivered 

  

Primary  
Feedback 

Mechanisms 
Supporting 
Materials 

  

Accounta- 
bility for 

Messages 
 and Collateral 

Denial BU, 
department, 
team levels 

  

  

"There is no 
alternative to 
change. All  
of us must be  
ready to change, 
including you  
and me. We will 
work together to 
define change. 
The results  
we're seeking 
are…The  
overall  
plan is…"  

Sponsor;  
BU and 
departmental 
leaders; CIO  

BU and 
departmental 
presentations 
and forums 
ATC, e-mail, 
Web site 

First  
60 days 

  

Live  
feedback,  
E-mail  
drop  
for BU 
manage- 
ment,  
Web site  

Corporate 
performance 
data, 
presentations  

Executive  
team, BU 
leaders, CIO  

Key 
individuals  

"You are 
important to  
our success,  
and we will help 
you succeed. 
Here's the role 
we want you to 
play. Are you  
on board?" 

BU, 
departmental 
team leaders  

Personal 
conversations 

Personal  
conversations 

List of key 
individuals  

BU,  
departmental 
team leaders 

First  
60 days 

  

Presenter
Presentation Notes
Successful CIO change leaders report spending up to 50 percent of their time communicating about change to various stakeholders. To address the change struggles, communications must be planned with people who have particular roles and responsibilities — sometimes specific individuals — in mind. Not all CIOs interviewed for this report used such a plan, but it's the best way to ensure consistent, effective messages to all stakeholders. The plan should include: Identification of major stakeholder groups, for example executive management, business units that are targets of change, change team.  Key messages for each major stakeholder group, consistent with the change struggles. Change initiative milestones and timelines for messages, keyed to the change struggles.   Supporting communications materials for key stakeholders.  Recommended delivery channels for each message and stakeholder group, for example, e-mail, group presentations and dialogs, personal conversations.  Accountabilities for collateral creation and message delivery. Feedback mechanisms to check for message pull-through at each stage. Identification of individuals whose support and retention are key to success.



Reward systems must be used in 
conjunction with other tools to 
generate high performance.  

Performance management 
programs can create a negative 
"punishment" culture when over-
applied. 

Use "Carrots": 
Use performance management 
programs and metrics to drive 
change. Minimize 

Neutralize 

Maximize 

Avoid 

Strategy 

Strong action is sometimes 
required to demonstrate the CIO's 
determination to proceed with the 
change program.  

Elimination of staff  
can create a negative  
tone in organizations  
when over-applied.  

Apply "Sticks":  
Fire or move personnel who 
actively resist the change 
program. 

Decide how much  
support for the change effort is 
"enough."  

Know when it is no  
longer possible or advisable to 
convert challengers to allies.  

Influence:  
Use influential allies to help drive 
the change effort throughout the 
organization.  

Stakeholders may  
begin as allies, neutrals and 
challengers, but  
may shift positions over time. 
Monitor support  
as it evolves. 

Don't mistake an individual's 
enthusiasm  
for ability to support the change 
initiative. 

Communicate and Plan:  
Create a stakeholder map to 
identify potential allies, neutrals 
and challengers in advance.  

Implications Risks Tactics 

Presenter
Presentation Notes
Obstacle-negotiation strategies accelerate IT change. There are four core strategies for dealing with any potential change obstacles: avoid, minimize, maximize and neutralize. Each has risks, benefits and associated tactics. CIOs can choose a strategy based on the nature of the obstacle and the desired rate of change.Avoid: Avoid encountering the obstacle at all. This strategy requires that CIOs have good information and the ability to accurately anticipate where the obstacles will occur. This strategy has the least risk and conflict. However, it is often suboptimal when the change must be fast, because the avoidance path may take the CIO far off course.Minimize: The path of least resistance. This version of "appeasement" is used when the obstacle cannot be avoided. The CIO acquiesces and plans the speediest path around the obstacle. This strategy generally has medium risk and yields medium benefit. The main issue is the delay it causes in the change initiative. Maximize: Turn the obstacle into an advantage. This strategy turns enemies into allies and slow processes into change accelerators. To use this strategy, a CIO must invest time and energy in harnessing the additional advantage. It is a problematic strategy when the change requires speed, but it often yields positive long-term rewards.Neutralize: Remove the obstacle. Some obstacles can be either temporarily or permanently taken out of the way, but often only through the use of power. This strategy is not always the fastest way to the goal, but it often has visible and significant effects on a change initiative. It almost always has risk and results in collateral damage.



Page 34 

Is it critical to deal with the change obstacle  
to proceed with the change initiative? 

Will the obstacle create an unacceptably long 
delay in the progress of the change initiative? Minimize 

Maximize 
Is the change obstacle unresponsive to  
positive incentives or remedial actions?  

 
 

Will the change obstacle provide future value  
or benefits to the organization? 

 
 

Neutralize 

Assess the need to negotiate the obstacle against  
the time sensitivity or urgency of the change initiative.  

Yes 

Yes 

Yes 

Yes, then consider No, then consider 

No, then consider 

No, then consider 

No 
Avoid 

Presenter
Presentation Notes
Know when to apply each obstacle-negotiation strategy. Key considerations include:• Not all obstacles are real. Some may seem real simply because CIOs or their teams have not actively considered all their options for dealing with the problem. • Not all obstacles must be handled. Some obstacles are moving targets. They may simply remove themselves if the CIO just waits. Examples include problem employees who retire, or asking for budget money at the right time. • Some obstacles are closer than they appear, and some obstacles crumble at the slightest touch — even seemingly large obstacles. Often, well-meaning staff will perpetuate old behaviors and processes believing they are still desirable or because they fear potential reprisals. Clear communication and reinforcing desired outcomes can quickly dissolve resistance. • Some obstacles require multiple strategies. Dealing with resistant stakeholders or IT staff, for example, may require that a CIO attempts several strategies in an escalation pattern to find the right one.  • Some obstacles belong between you and a potential danger or enemy. CIOs need to understand why the obstacle exists before deciding which strategy to use on it. The obstacle may not be a problem; it may be a shield. 



 
 “If you focus on results, you will 
never change.  

 If you focus on change, you will 
get results.”  

 
 – Jack Dixon 



 
 
 “When the music changes,  

 so does the dance.”  
 

 - African proverb 
 
 



Leadership 
Executive team members have committed personal and corp. resources to change 

Executive team has articulated clear external case for change throughout enterprise 

Desired outcome (response to external case) is clearly defined 

CIO role is agent unless CIO has support of exec. team and necessary authority to sponsor 

Business/IT governance 
Governance arrangements cover all organizational units affected by change 

Affected managers at enterprise and BU levels are active participants in governance 

Team 
“A” business and IT players are assigned full time to team 

Influential supporters and resisters are identified at every level 

Team includes experienced internal or external change management experts 

Methodology 
Change plan is based on tested change methodology whose scope includes systems, 
processes, and people  

Two-way communication plan based on change struggles is in place 

Presenter
Presentation Notes
In closing, we present a brief checklist of enterprise change prerequisites for you to assess your own and your enterprise's readiness for change. Note that none of these items are about technology. Any unchecked item needs careful attention prior to launching change. Failure isn't the only possible outcome when multiple items are unchecked. As Thomas Ward, CIO of Hughes Supply told us, "six to nine months into a big project, our team went to a National Association of Wholesalers meeting. A presenter there said, 'if you're going to do a major transformation project, here's 10 things to avoid,' and 7 applied to us! And they were big items, too, things like major changes in the economy and senior management."But Ward and his team took steps to handle the risk. "We created a standard operating procedures committee that used a facilitated process to establish ownership and other issues. We had an IT program manager who reported directly to me, and he was the driving force to make sure things were being done."High stakes and natural resistance to change make every enterprise change initiative demanding. CIOs who systematically focus on team, communications and culture can dramatically improve the enterprise's ability to handle change, improving the odds of success for the enterprises and themselves.



 Start focusing on the soft side — it is the 
weakest link for most CIOs 

 Understand your role in enterprise change —  
choose wisely 

 Build a team with process, technical and  
change expertise 

 Expect obstacles and resistance and plan for 
them 

 Use communications targeted to the change 
struggles 

 Build a permanent home for enterprise change 
expertise 
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