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Strategic Technology Questions
Some Things Senior Managers Should Ask About Their IT Plans

There are five strategic questions that each area director ought to be asking of their country offices technology plans, each senior manager should be asking of their departments, and each CEO should be asking of their CIO. 
1) How can we ensure Convergence rather than Divergence?  As we move increasingly to a unified field organization across the Alliance, how can we ensure that our use and development of technology converges to a common set of applications and data?  The scenario of each country office and Alliance member doing their “own thing” with technology results in a nightmare from which we will not be able to recover.  
There is an opportunity to standardize technology and share applications across all offices and members.  The GTRB has drafted an Alliance IT Principles document that is a starting point toward harmonization and convergence. We must either choose to harmonize now or face the nightmare later. Redundant and diverging technology is ultimately a cost to donors and to children.  It also drives up the cost of interoperating in a unified world.

2) How do we balance innovation and foundation building?  Building basic infrastructure, like wiring our field offices and increasing bandwidth, is the foundation on which all our technology dreams and plans rest.  It is the prerequisite. Conversely, without the web-based applications that run on our field network, there is no return on our investment. 
The demand for infrastructure can easily consume our entire IT budgets.   Our top opportunity is to enable innovative programs and make current programs more effective.  We need to remember that we are in the child program business, not the software and hardware business.  Therefore, we need to manage our technology budgets as a portfolio, including infrastructure, work-flow enhancement, and innovation projects. The majority of our investment may still go into the infrastructure bucket (especially growing the bandwidth and reliability of our Internet-based connections,) but we must also invest in business process and work-flow applications (like GMS), and reserve some investment for innovative programs that leverage technology directly for children (like Bolivia’s adolescent training program.) 
In addition, at the end of the day, we need to ensure that we spend our time innovating on true value-added processes and not on commodity processes, such as payroll, accounting, HR information systems, email and even donor management. It is likely that 80% of our processes fall in the commodity column and 20% are in the differentiated, value-added column.  For commodities, we ought to be adopting industry best practices and standards and eschewing customization. 
A related key question we need to ask ourselves as we develop our plans is "where do we need to be world class?"  Where should we expect to innovate most and add the most value?  We can't do this in all areas.  There is no real value-added to differentiate ourselves in commodity areas.  In these areas we can accept that the process does not really need to be different across organizations.  What should be our strategy for commodity functions?  To borrow a phrase from the Emergency Capacity Building (ECB) project, we need to be "good enough."  “World Class or Good Enough,” that is the question.
3) What’s the future and what’s the past?  The trends in technology are clear:  we are moving away from custom applications, large enterprise solutions (like ERPs), and offline applications.  These are past technologies.  The future is small, standard, connected service-based applications.  That may be hard to envision in a field office that struggles to get reliable email, but we need to remember where we were five years ago and think about where another five years will take us.  It is important to note that SC/US has twenty field offices using their Internet connections to run the SUN Financial System in HQ via Citrix. 

We have a saying in IS: “Don’t bet against the network;” by the time it takes you to program around its pitfalls, it will be where you need it to be.  The last thing we should do is spend a fortune buying, building and rolling out an offline system only to find ourselves in a significantly better place for online systems when we are done.  Our strategic bet is on playing “to where the puck is going to be” to use a Wayne Gretsky measure of success.   
An emerging IT category that has significant promise for nonprofits is Software as a Service (SaaS.)  SaaS applications are standard, bite-sized applications that are hosted by vendors and priced on a pay-as-you-go basis. Their cost structure is significantly less than software solutions to-date.  They are especially attractive for commodity processes.  But they mean accepting a standard, best-practice process. Remember: we are not in the software business; we need to be world-class in program areas, pragmatic in IT.
4) How do we meet near-term business needs while building for the long term?  Large application projects easily take 3-4 years to complete.  The result is that they then have very little impact on a 5-year strategy, since they are delivered at the end of the period!  Infrastructure building, like field office wiring, also takes 4-5 years to complete, and is often a prerequisite to web-delivered application projects.  
Business units and COs have needs now.  What do we do?   We have three choices: (a) build or buy software to throw away in 3-4 years, (b) put our near-term needs on hold, patch the old, and live with manual solutions, or (c) buy small for the long term.  The bite-sized SaaS approach noted in #3, above, takes last option: buy small for the long-term.
Two final points about business needs:  First, we need to drill-down on the pain point issues and ask what the particular difficulties are with our current systems.  The root issue is often business processes and policies, not systems.  And solving the former does not necessarily require changing the latter.  Second, mature and widely sold technology applications usually represent the needs of a broad customer base; they are therefore an example of best practices.  In understanding our needs, we need the humility to understand others’ solutions.  They may suggest ways for us to change our processes.  Technology therefore needs a seat at the table at the outset, not as a later follower.
5) How do we invest enough and not too much?  All SC Alliance members have been under-spent on IT.  The US NGO benchmark for IT spending is 2.5% of revenue. SC/US spends 1% of revenue on IT.  That may mean we are more frugal, but it also means our fellow agencies can run faster than we can, and we risk falling further behind.   We need to double our IT investment across the Alliance if we hope to be competitive with other large INGO federations.
There also is a large backlog of projects as a result of under-investing—especially renewing aging infrastructure and applications—which makes it harder to do the newer, more competitive things we need to do (see the portfolio approach in #2, above.)  We need to take an “evergreen” approach with our hardware and software, recognizing that most hardware has a 5-year life, and almost no software lives beyond 10 years. (Think cars, and when we need to trade them in.)    This needs to be a fundamental part of our annual budgeting and requires longer-term capital budgeting.

The flip side is the risk of spending too much by taking our lead from large for-profit organizations.  Application choices can mean over-spending.  For example, the BCG application suites approach recommended in their Jun-06 report on The Alliance IT Review, is estimated to cost $24M for SC/US alone, and take at least 6-9 years to roll out.  Also, a high level analysis of an Alliance-wide Finance System showed a cost of $48M and a breakeven of 19 years.  That’s too high a price and too much time for even the largest Alliance member, let alone the smaller members.  
The larger application suites will be beyond the means of most Alliance IT budgets.  A recent budget analysis of the Alliance members IT budgets that we ran shows a factor of 20:1 difference between the Alliance small member average and that of the larger, Strong members.  This also makes SaaS alternatives attractive as they are priced on a pay-as-you-go basis that is more digestible by smaller organizations.
We therefore we need faster, smaller alternatives.  The time and cost prospects are what is driving the bite-sized SaaS approach.  Yet even if the costs were not significantly less, the timing is not strategic; it does not enable or support our 5-year strategy to deliver a project in 4 years.
The IS department is here to help think through these issues with Area Directors and all Senior Managers, and make recommendations that help us pragmatically reach our goals as increasingly a single organization.  We welcome the dialog.
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