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Agilent Technologies

Executive Summary

This report is an overview of my observations while on fellowship with Agilent Technologies in Santa Clara, California from August 2000 through June 20001 as part of the Secretary of Defense Corporate Fellowship Program. I was sponsored by the Chief Information Officer (CIO) and exposed primarily to Information Technology issues.

Agilent became a corporation in November 1999 as a “spin off” of Hewlett-Packard (HP). Agilent Technologies is essentially the original test and measurement business of HP, begun in 1939 in the famous ‘garage of innovation’ in Palo Alto. This business sector produced over $8 billion in revenues and grew to $11 billion in its first operating year. Agilent has over 47,000 employees based in 40 countries worldwide and customer markets in 120 countries. In their first year of operations, Agilent earned a place on the Forbes Platinum 400 list and was ranked #46 on Fortune’s Top 100 Best Places to Work. Agilent’s 80 product lines focus on advanced test and measurement equipment for the communications-electronics sector, semiconductor products, and analysis tools for chemical/life science industries. The company devotes 10-12% of its annual revenue to research and development concentrating on future technologies through the Agilent Labs. 

Agilent is in the midst of a massive “Transformation”. The split from HP became the precipitating crisis to build a totally new corporate model. The HP structure was one of mostly autonomous business groups, each with its own business-specific functional organizations, processes, and structure. Many of the business and manufacturing processes were custom-designed resulting in over 2000 unique applications—a nightmare for Y2K and legacy maintenance, and an increasingly inefficient information structure. The transformation strategy instituted a new governance framework that ties the different business groups into an enterprise structure and simplifies processes, systems, and geographic locations. All common functions were pulled into single integrated global service lines responsive to enterprise, not individual, business priorities. An Executive Committee is the guiding body for corporate strategy and priorities. The foundation of the Agilent transformation lies in the pursuit of operational excellence characterized by three focus areas: 

· Making the company “Easy To Do Business With”. This initiative includes a consistent and responsive Internet presence, standardized sales force tools, geographic simplification of processes, and improvements in supply chain visibility and execution. To capture global data visibility that support improvements in the customer experience, Agilent is in the midst of a monumental re-engineering of processes and structure to implement Oracle’s Enterprise Resource Planning system throughout the organization.

· Setting aggressive operational goals. The new governance model, real-time rolling forecasts, measurement programs, and infrastructure improvements have enabled their future investment goals. The ERP, Agilent.com web site, Customer Contact Program, and Service and Support administrative improvements concentrates on both a better customer experience and providing superior operations at lower cost.

· Cultivating leadership. Shaping the culture change necessary for the transformation to succeed and last is a critical aspect of their leadership focus. Another important element is the deployment of a global web-based HR system that brings B2E (business to employee) to the desktop with seamless consistent service worldwide. 

Agilent’s experience provides a very valuable example for studying transformation. They have struggled with the structure, process, and culture change inherent in moving autonomous units into a joint operational environment—an undertaking the DoD faces daily in attempting to meld Service and OSD processes into a seamlessly integrated operation. The company had very few standard operating processes suitable to service a global enterprise and developed their new strategy, goals, and objectives after extensive research of best in class operations. I liken their mission of standing up a new enterprise in the face of persistent and unforgiving market pressures with standing up an Army Corps while fighting the war—neither one has any leeway for failure and requires continuous obsessive focus on both the long and short-term outcomes. They have made impressive progress in the ten months that I have been associated with the company. I attribute their success to ruthlessly executing the ten key change management and transformation principles that we described in detail in the “Transformation and Adaptive Organizations” finding. There are three in particular that I think have especially reinforced their success:

· First and foremost is resolute executive level support and involvement in the transformation activities. Progress towards objectives is continually tracked and measured at the highest levels. They have not waivered in their commitment to transformation, even in the face of the severe economic downturn that has hit the technology sector. If anything, this has forced some even tougher, more far-reaching choices that will move them towards their desired end-state, such as prioritizing baseline operations and investments to allow the flexible funding needed to pursue their long-term goals in the short-term. 

· Second, they recognized the cultural impact of the transformation. An internal branding and communications campaign and a series of management training programs helped people understand the new expectations. A combination of “heritage” values and “new” values made the transition away from “the HP Way” more sustainable.

· Third, the senior management demonstrates the discipline, commitment, and singular focus required to change their entrenched business model to something as yet unproven. This willingness to risk the comfort and success of their current business operations and allow the good of the enterprise to take precedence is a very challenging adjustment. Achieving the anticipated benefits of the ERP, for example, requires massive change in the business processes. The previously autonomous business groups must adjust to fit the enterprise model, rather than adapting the enterprise system to the intricacies of each business groups’ requirements, which is how they operated in the past. 

Agilent’s HP heritage—and specifically ’the HP Way’ tradition—is pervasive. Agilent capitalized on this phenomenon by incorporating HP’s ‘heritage values’ of innovation and contribution; trust, respect and teamwork; and uncompromising integrity into their culture branding. The company is trying to divest itself of what it perceives as dysfunctional aspects of the heritage culture—a tendency to overanalyze, a need for consensus in decision-making, and a shared burden of responsibility—replacing these with the new values of speed, focus, and accountability. The HP culture—and now the Agilent culture as well—is characterized by very strong loyalty, almost family-like. It is notable—and very much in keeping with their culture--that Agilent chose to impose a temporary 10% across-the-board pay cut when economic conditions worsened rather than laying off a part of the workforce to save money as most other technology companies have done. Many employees view this decision as an exhibit of loyalty from the senior management who would rather keep the team together and weather the storm for the long-term objectives than adopt the short-term fix of massive layoffs. I find this situation emblematic of the level of trust that permeates interpersonal and manager-employee relations in the company.

The people I have known truly believe that they are an integral part of the Agilent vision, “to revolutionize the way people live and work through technology.” I was surprised to find so much stability in the workforce. The “war for talent”, particularly high tech talent, challenges Agilent as it does the rest of us. They have used a combination of compensation, benefits, and development opportunities to attract and retain good talent. The pay is very competitive with the best in the industry, but is not best in class. Stock options are used to tie an employee to the success of the company and also to liberally reward extraordinary performers. I think what really keeps people here is a variety of intangibles: the corporate culture, the ‘brand’ reputation, the appreciation for individual contribution, the freedom to seek challenging work, support for personal development efforts, the flexibility in work environments (flexible office hours, telecommuting)—in short, a system with the flexibility to adjust to each individual’s development and personal needs. Their view of equality is indicative of this individual-focused care and concern—equality is giving each person whatever it is they personally need to succeed, not making everyone conform to the same model. 

I observed first-hand the evolving role and expectations of Information Technology (IT) and the Chief Information Officer (CIO). IT organizations are undergoing their own transformation from industrial age ‘service support centers’ to information age ‘business partners’; and there is an expectation that in the knowledge age IT will become a ‘strategic knowledge consultant’. Agilent’s CIO is in a very enviable position, having made the giant leap to business partner status with commensurate visibility at the executive level. In fact, IT is the foundation of all the enterprise priorities and thus has become the catalyst for the transformation. IT consolidated as a global centralized function accountable for specific financial commitments with full authority to enforce the architectural discipline needed to effect efficiency and effectiveness of systems. This has been an immense undertaking—consolidating dozens of different IT organizations into ONE IT, splitting apart the worldwide HP/Agilent network, identifying for the first time the value and funding of IT systems, moving from over 2000 legacy applications to 20 standard leveraged systems. In contrast to the traditional view of IT as a necessary cost to control, reinforced by an organizational structure that places the CIO under the direct supervision of the Chief Financial Officer, IT at Agilent is treated as an advantage to be leveraged strategically. The CIO reports directly to the Chief Operating Officer, recognizing the importance IT plays in achieving enterprise objectives. Aligning IT to enterprise commitments has caused IT to fundamentally change—a change that has been wildly successful thus far.


My experience at Agilent has exposed me to several progressive corporate concepts that are applicable to issues facing the DoD:

· Transformation requires an integrated, top supported, committed effort among the whole organization. More specific discussion is included in the common finding paper on “Transformation and Adaptive Organizations.”

· Making an organization “easy to do business with’’, whether for customers, users, employees, or suppliers, is a major driver of change and process simplification. Optimizing the ‘customer’ experience is the new standard of excellence. 

· Tailored incentive packages are the key to keeping quality talent. A positive and supportive command climate and corporate culture provides the intangible factor that enhances the tangible incentives.

· IT can provide substantial strategic advantage if it is leveraged and optimized. The CIO must have authority, responsibility, and accountability to bring this about. Operational and IT decisions must be mutually supporting and contribute to integrated enterprise objectives. More specific discussion is included in the common finding paper on “The Strategic Advantage of IT.”

I. Introduction

This report consists of my observations and impressions while on fellowship with Agilent Technologies in Santa Clara, California from August 2000 through June 20001 as part of the Secretary of Defense Corporate Fellowship Program. I was sponsored by the Chief Information Officer (CIO) and worked on two major projects—designing a Balanced Scorecard for the IT organization and developing a recommendation for an IT Customer-Facing Performance Measurement Plan. Participation in meetings and conferences included:

· Vantage Management Training Program (September 2000)

· Agilent Women’s Conference (February 2001)

· Monthly CIO strategy planning meetings in Boeblingen, Germany (November 2000), Monterey, California (December 2000), and in the Silicon Valley area

· Weekly CIO Staff meetings

· Three Excella program meetings at the corporate staff level

· Toured the company’s primary data center in Colorado Springs, Colorado (April 2001)

II. Living in the Valley

Silicon Valley has an intangible energy about it—the same type of dynamic urgency that one feels in Washington D.C. relating to the political process or in New York City with the power of the financial and advertising industries. When I arrived in August 2000, the valley was still in the midst of a frenzy of venture capital, IPOs, dot.com start-ups, and exponentially escalating salaries and housing prices.  Six months later the balloon started to deflate and by the time I left the valley in June 2001, people and businesses were hunkering down to weather the economic storm. Most of the shaky dot.coms had gone under and the more solvent technology firms were laying off hundreds of workers. The California power crisis necessitated Stage 2 power alerts and threatened rolling blackouts every day for the last seven months. The cap on electric rates had been lifted and consumers are facing up to a 47% increase in energy costs by the summer. Gas prices are the most expensive in the country, but had no effect on the incredible traffic congestion between San Jose and San Francisco. A truly telling signal that Silicon Valley was getting hit with a dose of reality was the lead story in an April news telecast—“For the first time in three years, there is no waiting list for Porsche Boxsters at Bay area dealers.”


In Spring 2001, consumer confidence is down nation-wide, but the technology sector has been hardest hit. Valley CEOs are very conservative when they talk about the near future now, characterizing it as a period of “no visibility” where they are unable to predict the near term market conditions. But, despite frightful earnings expectations and lack of near term visibility, there is still an underlying feeling that things will turn around, that this is a temporary readjustment to the continued long-term exponential climb in technology sector value. Many companies are cutting short term costs by forcing vacation days, days off, temporary layoffs, and ‘buying out’ new hires. Cisco is sponsoring a program where they pay a laid-off employee 1/3 of their salary and stock options to work for a non-profit for a year with the option of a re-hire at the end of that time. They’ve innovatively turned a setback into a goodwill program--and a display of confidence that things will turn around in a year. Agilent took a radically different route in response to the economic downturn. Rather than laying off employees, they imposed an across-the-board 10% pay cut to provide solvency in this weak market period. The eventual resurgence of the technology sector—and they are sure there will be one—will see the valley firms with robust business models that are using this challenging time wisely to pursue long term operational excellence shoot to the forefront of their markets as they leverage their competitive advantage. 

III. Company Overview

Agilent became a corporation in November 1999 as a “spin off” of Hewlett-Packard (HP). Agilent Technologies is essentially the original test and measurement business of HP, begun in 1939 in the famous ‘garage of innovation’ in Palo Alto. This business sector produced over $8 billion in revenues and grew to $11 billion in its first operating year. Headquartered in Palo Alto, California, Agilent has over 47,000 employees based in 40 countries worldwide and customer markets in 120 countries. More than half of their revenue is generated outside the United States. Major manufacturing and R&D sites are located in the U.S., Europe, and Asia-Pacific. In their first year of operations, Agilent earned a place on the Forbes Platinum 400 list and was ranked #46 on Fortune’s Top 100 Best Places to Work. 

Agilent is a diversified technology company whose products and solutions revolutionize how people live and work. Agilent’s 20,000 products in 80 product lines focus primarily on advanced test and measurement equipment for the communications-electronics sector, semiconductor products, and analysis tools for chemical/life science industries. They provide sensor, analysis, display, and communication tools that leading technology companies then use to create products that change our lives. Relying heavily on innovative, leading edge technology solutions, the company devotes 10-12% of its annual revenue to research and development concentrating on future technologies through the Agilent Labs. 

Agilent has an extensive technology capability and is a leader in every market they serve. Their vision is to be ”…. A technology innovator, a supplier and partner of choice, a great place to work, and a force for economic and social progress.” Their goal is to be a high growth company, growing at least 15% per year and current enterprise priorities focus on:

· Customers—Making Agilent “Easy To Do Business With” by improving timeliness of deliveries, quality of service, and ease of interface

· Operations—Setting aggressive operational goals and making real time adjustments

· People—Embracing change; cultivating leadership; Living corporate values

· Growth—Outgrow the competition in current markets and execute on initiatives in new markets


Agilent currently has four major business sectors: 

· Test and Measurement, contributing almost 60% of revenue and encompassing the Automated Test Group, Communications Solutions Group, and the Electronic Products and Solutions Group.

· Semiconductor Products Group accounting for 20% of revenue.

· Chemical Analysis Group, 10% of revenue but anticipated to be the fastest growing sector as it provides tools for the biotechnology industry.

· Healthcare Solutions Group, 13% of revenue. During my tenure, the decision was made to divest HSG in a sale to the Phillips Corporation and that divestiture is currently ongoing.

Functions are organized on a global service line basis, centralized under functional heads and “dotted lined” to the business groups as advisors, liaisons, and coordinators. Agilent Laboratories supports future technologies for all business sectors.

IV. The HP Way…Why Change?


Under Hewlett-Packard, the business units now belonging to Agilent were only a small part of the HP Empire. HP’s very successful business model was structured on an organization of mostly autonomous business groups loosely tied together in a corporate entity. HP was so far out ahead of the market in most areas, that the “HP” name became synonymous with customer satisfaction, at least in the mind of HP employees. This fostered an internal climate of technology competition without having to cater too much to customer desires. The prevailing philosophy could have been characterized as “if we built it, they will come.” The explosion of competition in the technology sector threatened this norm. Customers now had a choice of companies that could supply them with cutting edge high technology equipment—and could do it faster and cheaper than HP. The decision to split Agilent from HP provided the precipitous opportunity to change the traditional ways of doing business. 

When Agilent was spun off in November 1999, they were a conglomeration of mostly autonomous business groups, each having its own functional support, manufacturing, development, marketing and sales, service and support operations, and decision-making responsibility to ensure the success of their business. There was no concept of “enterprise”. There were over 2000 unique systems that the company relied on to do business. All functions were provided as an internal business-specific capability and ‘company-wide’ services were cross-charged to the businesses resulting in a very complex and redundant system. The autonomous business groups had tailored operations to support a regional focus, with Asia-Pacific, Europe and the Americas each using unique processes, greatly complicating the melding of their operations into a worldwide enterprise functionality. The split from HP literally split sites; Agilent taking ownership for some and HP for others with an associated move of personnel. The site ownership issue was relatively easy compared to pulling apart the global networks to support totally independent company operations. 

The redundancy and stove-piped processes unique to specific groups or regions made it very difficult for a customer to deal with the company—there were hundreds of 1-800 numbers, dozens of separate web sites, thousands of field offices, and tens of thousands of products on the Corporate Price List. But if the products were top of the line, why change? Industry analysis had shown that high growth enterprises disciplined themselves to operate off standard platforms and shared functions to allow commonality and eliminate redundancy, enabling them to make better, faster, cheaper products. Research also showed that best in class businesses made customer satisfaction a core competence. Studies of Agilent’s customers proved they liked the products, but found the company too unresponsive and difficult to deal with.


Agilent relied on extensive research from corporate consulting and development firms to recognize that—even though their products might be first class—their business operations definitely were not. In almost every category of assessment, they were ranked below the norm. I imagine these were eye-opening results for a company that was recognized as best in class in their products. The new company’s enterprise goals were designed to achieve high growth and high performance and provided the baseline for their corporate strategy. To do this, they would have to be good, fast AND cheap and could no longer rely on just being good. Industry and benchmark studies provided a framework as they developed the organization, structure, and processes to support an ENTERPRISE, and not just a business.

V. Transforming the Organization


“Expect Continuous Change!”  This exhortation shows up frequently in corporate presentations. Transformation is prevalent in the corporate world. And, like the military, it, too, struggles with altering long-held traditions, breaking up internal dynasties, and finding the right technology mix to leverage into market dominance. The corporate world, however, views transformation as the first major muscle movement of long-term change and not the final state. Focusing on a singular massive change generally brings only incremental short-lived results. If the transformation does not include sufficient time and process for altering the culture, norms, and values of the organization to assimilate the conversion, the effects eventually retrograde to the old status quo. But, if an organization fosters a continuous change environment, they can put all the gears in motion at one time and leverage their forward momentum. Promoting an adaptive organizational culture is what keeps industry market leaders aware and responsive enough to stay ahead of the competition.


Agilent is using a “transformation” to characterize the fundamental change they are striving for in the way they do business—the integration of their many autonomous production processes into an enterprise system. But the “transformation” is just the tip of the iceberg. Remaining competitive in a fast moving, often obscure, environment will require an even deeper level of commitment—a commitment to a culture of continuous change. Successful companies have realized that there is no finish line in the race for dominance in the information age marketplace. It is a series of laps and splits and each requires a different aspect of strategic leverage, thus resulting in ongoing change management and adjustment. 


Agilent leaders used many resources to develop their strategy for transformation. A number of different consulting firms assisted them in determining baseline, future state, and gap analysis. John Kotter’s Leading Change is one of the business books that is frequently referred to as a guide. There are ten characteristics we have observed in our sponsoring companies, supported by current business doctrine, that, if executed properly, increase the chances of successful change.

1. Top down involvement—The entire senior management structure is totally committed to and actively monitors and resources the change effort. A ‘guiding coalition’ of senior leaders champions and structures the change management. 

Agilent--The executive leadership, from the CEO on down, continually publicizes the new vision and the change management that is going on. The COO is the primary driver of all transformation measurement activities and a coalition of senior experienced leaders became the transformation (Excella) planning team to oversee progress.

2. Stimulating a “sense of urgency” for change—Ideally, a crisis comes along which forces change, but in its absence leaders create an urgent situation by using hard-hitting research to show the necessity of changing now. Speed is an essential element of creating conditions for change. Change management is designed with ‘quick wins’ to leverage the value of change to the larger organization. 

Agilent had the unique opportunity to divest itself of its old ways by launching off a new corporation from scratch. They used extensive research to validate why the old models of success would not serve them in the new economy. The transformation plan relied on extensive investment in new technologies and ‘quick wins’ were set up to start the change program rolling, prove that the organization could adapt, and show a dollar value of the change.

3. Accountability—Change progress is ruthlessly measured at the highest levels and tied to employee evaluations/compensation and organizational performance measures. Accountability is pervasive, not tied to a hierarchical structure. 

Agilent--Direct accountability and tying performance objectives to enterprise objectives is a new model for Agilent. In fact, they added '‘accountability'’ as one of their new corporate values to emphasize the change.

4. Systems thinking approach—Change ideas are encouraged to come from anywhere in the organization. Thorough systems integration of people, structure, technology, funding, and processes is critical to gain the leverage that change brings. 

Agilent--This is an innate change for the company. Since the business units operated autonomously before, it was not necessary to look at decisions from a holistic systems perspective. Now operating as a global enterprise, it is very necessary to look at the total global effect of any decision.

5. Discipline, focus, persistence—Change requires committing investment and resources no matter what external factors may contraindicate. Staying the course in the face of tumultuous conditions emphasizes that change is here to stay. 

Agilent--The recent economic slump could have been the straw that broke the camel’s back in terms of aggressive transformation plans. Clearly just keeping the businesses going was an immense challenge in itself. Agilent has re-prioritized some efforts, but the priority of effort continues towards their transformation goals. They believe that the discipline they exhibit now will pay off for them as they jump out ahead of the competition in the long term. 

6. Clear vision and values— A driving vision with big, audacious goals and a value system that instills the concepts of speed, focus, and innovation is core to culture change. 

Agilent employees really believe in the Agilent vision of “revolutionizing the way people live and work.” This vision and the corporate values are discussed often by senior management in their communications with employees, via corporate portal, memos, and ‘coffee talks. 

7. Communication—A Knowledge Management system to promote an easy way to share information and vet ideas between management and workers is essential to facilitate this effort. 

Agilent--This is an area Agilent still must improve upon for there is no standard corporate KM system. The company web portal runs opinion polls frequently and there is a way to send questions and feedback all the way up to senior management. Senior managers conduct periodic coffee talks where they update their organizations on progress and field questions. These talks are “virtual” and facilitated by technology tools allowing employees at remote sites to hear, view the slides, and speak or write-in questions in real time.

8. Technology—Change requires willingness to invest in cutting edge technology and the discipline to enforce the processes that technology requires to achieve maximum effectiveness. 

Agilent--Discipline and focus applies here as well. To reap the true benefits of technology, it cannot be overlaid on old systems and processes; often a reengineering of the process must facilitate the technology optimization. The ERP, for instance, requires the entire business operations to change—their processes, their structure, and even their geographic locations.

9. Framework—Enforcing tight control of a few key organizational components—financial and risk management, performance review standards, and legal obligations--provides the operating parameters for decentralized, empowered execution of all other facets of operations. A robust knowledge management system facilitates the empowerment. 

Agilent--This is an area the corporation is working on. Again, they must totally change the old ways of operating. Under the previous model, business units could operate as their particular business needs dictated. The new governance structure, the overarching three-pronged strategy, and the ongoing enterprise process development will provide sufficient framework to empower execution.

10. Culture—First, leaders must foster a culture that embraces innovation and a tolerance for risk taking. Second, they must recognize that the hardest part of change is getting the culture to incorporate it, and placing a priority on the ‘people impact’ that the change involves.  They must understand how to leverage the culture’s strengths to ease transition into the transformed state and force the divestiture of dysfunctional aspects. Finally, committing to a sustained internal branding and communications campaign permeates an understanding of the change results. 

Agilent--The culture change continues to be a challenge but the internal communications, beAgilent branding, managers training, visible accountability and performance measurement systems all help to inculcate the culture change permanently. The consensus environment under HP tended to inhibit risk taking, except where the advancement of technology was concerned. The new corporate values emphasize their innovation heritage while promoting the desired new behaviors of speed in rapid decision-making and the accountability of ownership that will promote a much more risk tolerant organization within a corporate framework.

VI. Corporate Strategy

To clearly define their transformation to a high growth, high performance company, Agilent designed their new corporate strategy around a three-pronged approach representing the three areas they believe are most important to achieve their objectives. STRATOS is the enterprise business strategy to accelerate growth and maximize shareholder value. EXCELLA, the second axis, focuses on operational excellence to improve the efficiency and cost-effectiveness in their processes to support high performance and customer focus. VANTAGE, the third prong, is directed at Agilent’s people to instill behaviors, foster a culture, and develop leadership that will sustain high performance and growth. While STRATOS focuses on the external growth of the company, EXCELLA and VANTAGE focus on the internal growth and excellence of the corporation.


EXCELLA wraps up all the business process transformation initiatives into one program that is measured to defined performance expectations in monthly meetings. This program is critical to Agilent’s success for it is focused on totally redesigning the business processes into ones that are simpler, consistent across the company and much faster and more responsive. EXCELLA affects almost every aspect of the corporation—workplace services, information technology, procurement, finance, acquisitions, geographic simplification, human resources, inventory management, on-time delivery, customer services, customer contact, corporate price list, e-business, Enterprise Resource Planning and Business to Employee projects. Some of the performance measures involve cost savings from processes or departments that are consolidated, redefined, or made obsolete. These cost savings are then committed to funding the investments in the newer technologies that will accelerate the transformation programs. The company plans to revolutionize their entire operational model through total supply chain visibility, which will enable them to get their products to market better, faster, and cheaper while improving the customer interface experience.

VII. New Governance Model

Under the legacy organizational structure, the diversity of Agilent’s businesses and the dual reporting chains of functional departments slowed the speed of decision-making—something the company realized they could not afford if they were to retain their market leadership. The priority consideration for decision-making used to be based on Business Group first, Customer second, and Enterprise third. Each of the processes, tools, and services were organized and resourced to support a specific business unit and were responsible primarily to that business unit.  
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The new governance model retains some of the individual control of business operations but Common Tools and Processes and Shared Services were centralized and follow a global enterprise model. The new behavior model places the Customer as the first consideration, the Enterprise as the second, and the Business Unit as third in importance. To assure buy-in and accountability for the massive behavioral changes necessary, senior business managers were tagged with responsibility for the revolution in each enterprise area. Senior functional managers—IT, HR, CF—were vested with responsibility, authority, and accountability for the conduct of their function throughout the entire enterprise. At the foundation is an Enterprise staff structure governed by the Executive Committee that aligns priorities with corporate goals. The underlying purpose of the governance structure is to improve the customer’s experience of doing business with Agilent by making a consistent operational structure; creating simple and cost-effective infrastructure processes and technology tools by eliminating redundancy and capitalizing on consolidation; and establishing a single enterprise strategy for high performance through a consistent decision-making structure. 

Under the former structure, the functional departments were treated as support providers, stove-piped, often not aligned to higher-level strategy, and subject to frequent cost reductions since they were not recognized as contributing to the business value. As Agilent was making the change to the new governance structure in the summer of 2000, this ‘business vs. infrastructure functions’ attitude was certainly evident in discussions I heard--not unlike the sometimes contentious relationship between the warfighter and the service and support side in the DoD. Signal, logistics, transportation, security forces are recognized as necessary to our mission, but our culture puts the primacy of importance on what they consider the true value leader—the combat arms—rather than emphasizing the critical importance of all members of the team to the bottomline. In both scenarios, this leads to distrust and lack of appreciation between the two sectors and does not promote integration and visibility among the force. Agilent is making a concerted effort to change that dysfunctional approach through their culture development, their governance, and their leadership emphasis.

VIII. Corporate Culture

One of the most surprising realizations was the deep-rooted values-based culture we found in each of the sponsoring companies. I had, naively, thought that the corporate world is focused primarily on money and getting ahead, and I’m sure there are those companies that promote a very materialistic, cut throat, and impersonal way of surviving. The companies we served with however seem to pride themselves on an active values system and the supportive and nurturing corporate culture they have created. Profits and material success are still relevant—otherwise these companies wouldn’t have been consistently at the top of their markets—but they combine this with a set of values that relishes the human capital dimension of their success as well.
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Agilent’s HP heritage—and specifically ’the HP Way’ tradition—is pervasive. Agilent capitalized on this phenomenon by incorporating HP’s ‘heritage values’ of innovation and contribution; trust, respect and teamwork; and uncompromising integrity into their culture branding. The company is trying to divest itself of what it perceives as dysfunctional aspects of the heritage culture—a tendency to overanalyze, a need for consensus in decision-making, and a shared burden of responsibility—replacing these with the new values of speed, focus, and accountability. The HP culture—and now the Agilent culture as well—is characterized by very strong loyalty, almost family-like. It is notable—and very much in keeping with their culture--that Agilent chose to impose a temporary 10% across-the-board pay cut when economic conditions worsened rather than laying off a part of the workforce to save money as most other technology companies have done. Many employees view this decision as an exhibit of loyalty from the senior management who would rather keep the team together and weather the storm for the long-term objectives than adopt the short-term fix of massive layoffs. I find this situation emblematic of the level of trust that permeates interpersonal and manager-employee relations in the company. 


The “Agilent” name was selected as a constant reminder to live those values of speed, focus, and accountability—to be more agile in responding to their customers. The company was born out of a culture of innovation that was the heritage of Hewlett-Packard. The corporate logo reflects the ‘spark of innovation’—like a pebble thrown in a pool, an idea can expand and flourish in the right environment. The senior leadership has carefully included employees at every change opportunity from the initial name launch to the public broadcast of the Initial Public Offering. The CEO frequently talks to employees via webcast, public announcement, and satellite broadcast to emphasize the inclusion of all levels of the company in corporate decisions, successes, and challenges. CEO Ned Barnholt stated during an interview with Common Wealth (Malaysia) in October 2000, “I want to imprint in employees’ minds that they are valued by the company and will prosper with the company.”


Agilent perpetuates their strong value system through numerous internal branding techniques. Inspirational posters depicting each of their values are posted around the work areas and available for personal use off their intranet. New employees are provided a detailed orientation on the corporate culture during their new employee training from both corporate leadership as well as their own manager. Web casts, videos, and interviews describing how the value system can be implemented in everyday work are available on the intranet and in multiple languages to capture the worldwide employee population. The Executive leadership frequently references the value system as they speak to groups and incorporates it into company memorandums. To reinforce the new values, the entire performance evaluation system was also changed. 

The initial cultural branding effort focused on managers. All Agilent managers worldwide attended one of several two-day VANTAGE workshops that explained in detail the new value system and how to use it, and provided a training packet that managers could use with their own employees. At each session of the workshop, one of the executive leaders (CEO, COO, CFO) would reaffirm the new direction of the company and inspire the group to embrace the new values as the underpinning of achieving the corporate goals. In the workshop that I attended, the audience enthusiastically received this message. I believe that the further dissemination of the VANTAGE principles is left to the prerogative of the manager and I do not know how the accountability on delivering that message is tracked. I have heard the values talked about and referenced at meetings that I have attended and in that way the individuals in the company are trying to integrate the new values into their operations. 

IX. Talent Management

In the Human Resources area, Agilent is in the ‘war for talent’ along with most other industries. Personnel turnover at the beginning of 2001averaged 10.6% globally, lower than the rest of the technology sector competing fiercely for engineers and computer scientists. They attribute this positive retention rate to their philosophy of treating people as people, espousing that “who we are is why people want to work for us.” The historic reputation of their parent company, Hewlett Packard, plays a large part in their recruiting and retention success. HP was known as a company that advocated respect for the individual, a high level of trust both individually and with management, championed innovation, and made people feel like they were contributing to the greater good of both the company and society—revolutionizing the way people live and work through technology. Agilent continues this heritage and has added their new values of speed, focus, and accountability to stimulate a sense of urgency and responsibility among their employees to continue their position of market leadership. They do use employee referral/bonus programs, college recruiting teams made up of employees, and community involvement programs to complement their recruiting effort, but attribute the bulk of their success to the reputation and values-based system of the company itself.

Agilent is focusing on three human capital priorities that will contribute to their long term success as a high growth, high performance company:

· Becoming a company that is more inclusive and diverse 

· Investing in leader development

· Providing meaningful work where people can make a difference 

They believe that a diverse approach to problems results in better ideas and so are looking to expand the diversity throughout their global operations. This could be a real challenge as each of the major regions have tended to develop their own local norms and values based on the homogeneity of the employee population in those areas. There seems to be a conscious effort to use the global service line structuring as a way to increase the ethnic and regional diversity of these previously insular sections. 

The attitude towards diversity expands beyond ethnic heritage and is meant to include personal/intellectual styles as well. I did not see direct evidence of this, although I heard it talked about at several managers meetings. The small group I worked with on the CIO staff was evidence of the consideration management pays to placing the right people in jobs that can best use their talents.  For example, the company’s interpretation of the term “Equality” was unique. Equality, by their description, did not mean making everyone the same by giving them exactly the same training and resources to achieve the same opportunities. Their view of equality means giving everyone an equal chance to excel by providing them whatever resources and support they individually needed to achieve their personal goals. 

The focus on leadership as one of the new priorities is interesting since I would have assumed that a powerhouse company like HP would surely attribute their success to a superior leadership program. That HP ran so well for so long supported the impression that it was a given that good leaders were developing. Agilent HR claims that what was really happening was a haphazard program of high performers while many managers with leadership potential were ignored, probably due to the decentralized nature of the business operations. Agilent believes that a high growth, high performance company needs a different leadership model and has made a focused effort at all levels to identify leader potential early through a new program called “Leading the Business.” One of the ways they do this is through a mentor program. Additionally, Agilent has two formal leadership development programs. One is a short-term program focusing on new managers; the other is an intense yearlong program geared towards developing superior managers into exceptional leaders. This program incorporates sessions with the CEO and other executive leaders, personal development coaching, a variety of external courses, and a series of internal seminars. The program is very exclusive, only 200 selected each year. That cohort becomes a professional network and is informally monitored on their progress. One of the goals of the leader development program is to foster a ready pool of talent for promotion so that at least 3 people trained to assume any senior leadership position.

One of the biggest challenges in the human capital area that Agilent faced when refocusing their goals on a high growth, high performance operation was rooting out poor performers. One of the possibly dysfunctional aspects of the HP heritage was the expectation that an employee had a job for life. There continues to be a concerted effort to fit each person to the proper position so that they can excel and the company can benefit. There is, as in all organizations, a small population that does not add to productivity and requires management efforts that detract from the organization’s potential. Dealing with the poor performers required a culture change that was reinforced by the structural change to their performance appraisal process. While there is not a forced distribution of bottom level performers as we have seen in some companies, there is a strong management push to identify those that need extra counseling, warning, strict goals for improvement, or dismissal. This is another aspect of the new leadership focus of the organization—training managers to recognize and efficiently deal with performance problems in their organizations so they can optimize their effectiveness.

The last priority concentrates on managing the talent. There are two factors considered—the skills and requirements needed to fill the work positions and the individual development needs. This influences the training and education plan and the assignment planning for the employee. In the past, much of what is now being called ‘talent management’ was the responsibility of the HR department. Agilent, like many leading companies, is pushing many of these responsibilities down to the individual manager who has a closer perspective on organization and individual needs. One of the initiatives that Agilent is pursuing is a global approach to talent—providing the local manager access to the full weight of development opportunities available on a global level. The HR department has three teams around the world working on fine-tuning the talent management process to support improved leadership and development opportunities for individual employees and expanded access to global needs and availability for individual managers. Companies need to provide employees continued opportunities for meaningful work and more say in their future. 

Focusing on “human resources” was fine in an industrial age corporation where a one-size-fits-all approach to employee management produced results. But the information age environment requires a much more personal approach for two reasons. First, the accessibility to information has created keen competition for talent. Second, to gain a return on the investment in employee training and development, companies must manage the talent wisely so that employees will continue to feel appreciated, challenged, and employable. Focusing on “talent management” requires an integrated knowledge system and active trained leadership involvement.

X. Going Global


The corporation as a whole was changing its focus from individual business and regional areas to a global enterprise focus. In the IT organization, each service line became a global service line and the managers responsible for those lines were located around the world. There was a conscious effort to eliminate regional considerations to force standardization and interoperability in the structure. Unfortunately this also resulted in an unanticipated time and management challenge. Senior IT managers were located in California, Colorado, Scotland, Germany, and Singapore. Since many of their coordination meetings were held via teleconference, this necessitated some very early and very late hours for at least some of the key participants. The situation was compounded when each of those senior managers then scheduled planning meetings with their subordinates, who are also posted globally. After nine months of trying to be global, it is evident that the management is burning out from the time commitments required to coordinate a global operation. Several of the sponsoring companies this year were also global enterprises but generally operated on a “think global, act local” basis—a global framework of standards provided corporate interoperability, yet each region had a local manager responsible for the synchronization of local operations into the corporate process while tailoring the management to support local needs. This may be a model that Agilent also evolves towards as they mature in their global experience and institute the necessary framework of enterprise processes.

XI. Customer Focus

Customer Relationship Management (CRM) is one of the most important concepts in industry today. The Gartner Group defines CRM as “the art of locating, acquiring, and keeping profitable customers while reinforcing an enterprise’s brand across contact channels.”
 CRM can mean one or all aspects of managing the customer relationship—marketing automation, sales automation, service fulfillment, customer self-service, and e-commerce. To achieve the goal of a high growth company—or even to just survive in today’s increasingly competitive marketplace—it seems obvious that getting and keeping quality customers is the key to success. Supply Chain Management (SCM) enhances the product itself—making it better, getting it there faster, selling it cheaper. CRM supports all aspects of the customer’s experience both before and after they get the product.

Agilent eventually wants to improve all five aspects of CRM, but in the near term is focusing primarily on enhancing the customer contact experience with the company by consolidating and simplifying the multiple access points. Improving the customer experience is one of four CEO priorities for FY 2001. Some of the initiatives towards this end include consolidating the multiple Customer Call Centers to a few worldwide and expanding their service capabilities so that the Call Center Agent is empowered to answer and take action on any customer inquiry. Additionally, the e-business initiative of a unified Agilent.com site will provide customers with enhanced search capability. Each section within the company has been challenged to realign their focus towards supporting this customer focus, whether they directly interact with the customer or not. 

This customer focus is a fairly new experience for the company. Coming from the HP tradition of “if we build it, they will come,” the company had relied on the quality of their product to attract and keep customers and did very little to enhance their experience in getting those products. The decentralized and autonomous nature of the business organizations contributed to the variety of means, methods, processes, and contacts that customers had to deal with to get their needs met. The split from HP provided an opportunity to tune into the needs of the customers, in large part to garner their continued loyalty as the new company established itself. Customers reaffirmed the quality of the products, but expressed dissatisfaction with the difficulty of interfacing with the company itself—too many numbers, too many transfers, too many different processes, too many contact points—all resulting in a consistent message from the customers to improve its unresponsiveness. 

XII. A New Role for Information Technology

I had the opportunity to observe first-hand the transformation of roles and expectations for Information Technology (IT) and the Chief Information Officer (CIO) in the corporate world. While information technology is revolutionizing how we live and work, there is an evolutionary momentum occurring in the organizations that run the IT. The dependence of business success on information has changed the value and position of the information technology organization within the corporation.  Industry readings generally identify three major shifts in the structure, organization, and responsibility of IT. 
  The first is the traditional role of IT as a service provider where IT is a centralized function that is managed as a cost center (overhead) separate from the business lines with the CIO position aligned under the Chief Financial Officer (CFO).  

As technology becomes more integral to the business through increasing dependence on the Internet, the IT organization evolves into a true business partner and IT spending is viewed as an investment in market leverage. In this phase, IT becomes more decentralized and is often partly or wholly absorbed into the business units. The CIO is elevated to report directly to the CEO and is responsible for demonstrating business value. In the most progressive companies, the Chief Information Officer (CIO) is engaged in every operational decision in the corporation and is a proactive, involved participant in business operations. Business managers have a more expansive understanding of the technical implications of corporate decisions and realize that their success is intricately intertwined with IT. In some companies, the CIO performs a business revenue function as well as overseeing the IT function.

In response to an increasingly pervasive e-knowledge environment, the IT organization moves into the next phase as a strategic knowledge advisor on using new technology to create value and revenue. In this phase, IT may be organized as a composite organization with a central department responsible for setting standards and running infrastructure and business IT sections responsive to creating value for the individual market sectors. External strategic alliances and partnerships are important so that IT can expand its expertise through outsourcing relationships but still retain control over standards that will ensure efficiency and effectiveness for the corporation. IT’s ability to translate information resources into a knowledge differential will provide the strategic advantage for the Knowledge Age Corporation.

IT systems, processes, and objectives must be clearly aligned to the enterprise’s business objectives. This symbiosis of IT and business operations requires slightly different skill sets and relationships than those needed in the traditional model. Corporate lessons learned generally identify four ‘pillars’ of the new information-based corporation: 

· Leadership - strategic and technical vision; understanding of business strategy

· Governance - flexible funding models; business-functional decision structure

· Technology - rapid deployment; flexibility of support (i.e., outsourcing) responsive to changing technical needs 

· Competence - technology scanning; customer-focus; relationship management

Successful IT leaders must possess a business view, a customer-focus, and a strategic outlook—all skills that are anathema to the traditional IT ‘techie’. IT investments are explained in terms of “business value” so that their impact on the overall success of the organization is more clearly understood. IT must comprehend the business operations, be adept at technology scanning--identifying those emerging technologies that will have significant business impact--and skilled at translating the technical value to a convincing business case. 

There is change happening among the business “operators” as well—a more comprehensive understanding of the value and complexity of the technology and the necessary strength of the relationship between technology and the achievement of business goals. Additionally, there is an acceptance of the discipline required to achieve the full potential of critical IT capability, such as the deep business process changes required to fully reap the future benefits of implementing an Enterprise Resource Planning (ERP) system. 
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XIII. Agilent IT

Agilent’s CIO is in a very enviable position, having made the giant leap to business partner status with commensurate visibility at the executive level. In fact, IT is the foundation of all the enterprise priorities and thus has become the catalyst for the company’s transformation. IT consolidated as a global centralized function accountable for specific financial commitments with full authority to enforce the architectural discipline needed to effect efficiency and effectiveness of systems. This has been an immense undertaking—consolidating dozens of different IT organizations into ONE IT, splitting apart the worldwide HP/Agilent network, identifying for the first time the value and funding of IT systems, moving from over 2000 legacy applications to 20 standard leveraged systems. In contrast to the traditional view of IT as a necessary cost to control, reinforced by an organizational structure that places the CIO under the direct supervision of the Chief Financial Officer, IT at Agilent is treated as an advantage to be leveraged strategically. The CIO reports directly to the Chief Operating Officer, recognizing the importance IT plays in achieving enterprise objectives. Aligning IT to enterprise commitments has caused IT to fundamentally change from a service provider to a business operations leverage capability.
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Agilent faced a unique set of circumstances as it developed its enterprise structure resulting in an implementation of the IT model different from the analyst predictions described above. Under the HP organization, each business group had its own IT organization that served the needs of that particular business. From a financial standpoint, IT was considered a necessary cost of doing business and common infrastructure was funded through a complicated charge back system. The CIO reported to the CFO. While the infrastructure was standardized on HP platforms, there were an estimated 2000 different applications required for doing business, many of them older, customized systems. 

As part of the transformation process, Agilent contracted for some of the top IT consulting groups to benchmark their IT status compared to industry leaders. In almost every comparison they ranked well below the top performing companies. To instill the discipline needed to accomplish the wide-ranging changes necessary to become a high growth, high performance company, the corporation consolidated and centralized the disparate IT sections into one Agilent IT organization under the direct control of the Chief Information Officer.  IT personnel reported to the new Agilent IT organization and were no longer responsible to their business unit. All IT equipment, systems, applications, and networks became the responsibility of Agilent IT.  From a financial standpoint, the CIO was given authority for all IT expenses throughout the corporation. IT spending as a percent of revenue was slightly higher than other high technology manufacturing firms and long range financial commitments were determined to bring IT costs to about half of the current expenditures. While analysts anticipate that IT-enabled companies will commit up to 12-15% of revenue towards IT investments by 2005,
 Agilent opted for a more restrained financial structure in the short term. The express purpose was to force discipline into the previously multiple and independent IT procurements and gain specific efficiencies and cost savings that would fund the ambitious transformation programs, most of which are dependent on the timely and effective implementation of new IT systems. In light of current industry trends for more decentralized IT organizations, the centralization of all the IT functions may seem somewhat reactionary. But given the ambitious enterprise transformation objectives and the highly inefficient structure inherited from the parent organization, the consolidation of all IT responsibilities was recognized as very necessary to the company’s success. The structured and centralized IT processes are programmed to last for up to three years until the major portions of their transformation plan are complete. I anticipate that once disciplined architecture and processes become standard and have effected the necessary foundation to meet enterprise goals that the IT structure will adjust to allow more flexible implementation of technology investment strategy.

Agilent used experienced IT consulting firms to determine a current state assessment and a future vision. Then the hard part began—how to get from now to then. Agilent IT faced numerous challenges—realigning all the IT components worldwide under one structure, identifying IT equipment so that it could be properly maintained, identifying costs of IT programs and infrastructure. At the same time, IT was committed to meeting its share of the corporate plans for operational excellence, which included substantial streamlining of IT operations. The CIO was given control over any and all IT decisions, including business decisions that involved an IT component. The IT consolidation and streamlining plans were indicative of the extent of operational excellence expected for all the service and functional areas under the new governance structure. 

How the corporation treats IT in the wake of the recent economic downturn reveals the progress of IT’s ‘coming of age’ in terms of strategic advantage to the corporation. The high technology sector has been particularly hard hit, including Agilent Technologies. Under the traditional business-IT relationship, IT would be an immediate target for cost control and program cutbacks. While fiscal constraints have been imposed on every sector of Agilent, the Executive Committee actively decided to continue large-scale investment in IT programs realizing that this will proactively position the corporation for efficiencies that will enhance their future market leverage. This conscious strategy clearly recognizes the value and degree of alignment between IT and corporate objectives.

The businesses, which had essentially operated as mini-fiefdoms under the old structure, initially resisted giving up ownership of their business-specific IT support. The COO was relentless in his support and eventually senior managers accepted this new model as well. Three things made this rapid change successful: 

1) The CIO staff developed a standard procedure to escalate IT issues so that all interests could be considered equitably and a decision made at the proper level; 

2) The IT staff developed ‘quick wins’ to show that IT could contribute to the enterprise bottom line with real cost savings; and,

3) The Executive Committee gave the CIO the authority to make the final recommendation and backed him up in his decision. 

The magnitude of the challenge that IT—and the corporation—faced in 2000 was significant. At the same time the corporation was levying more power and authority on IT to become the champion for the desired enterprise operational model, IT was struggling to develop its own internal strategy to live up to the expectations it had created and the future state predicted by the consultants. 

Agilent IT Organization

The IT organization is structured with a CIO staff, two departments (Infrastructure and Solutions), five Business IT Managers and Functional IT Managers for the key functional areas like HR and Finance. The CIO Staff consists of a Financial director, Communications director, HR director, Strategic Planning director, Excella program director and Transformation manager. The financial, communications, and HR positions are ‘hard wired’ to the enterprise level functional organizations and work on the CIO staff in both an advisory and operational role.  The Infrastructure section is responsible for the global infrastructure functions such as personal productivity services, networks, global messaging, and information security. The Solutions section is responsible for the development, operation, and maintenance of applications as well as the user interface. The Solutions and Infrastructure sections have an element responsible for ensuring the integration between user applications requirements and infrastructure requirements. 

A Business IT Manager (BITM) is assigned to each of the five major business groups. Unlike in the previous structure where the Business IT sections were directly accountable to the Business Group managers, these BITMs report directly to the CIO and provide an advisory function to the particular business group. All infrastructure and applications are provided to the company on a global enterprise basis. Decisions on what IT systems will be fielded, continued, upgraded, or cancelled are made at the enterprise, not the business, level. The BITMs have a very challenging job for they must know and understand the operations and trends in their particular business group sector, know and understand the current and planned IT architecture, and act as liaison and advisor between the two. They are advocates for the business group needs in the IT realm and coordinators and advisors to the business managers on IT capabilities. Their role exemplifies the skill set needed by the evolving IT organization—an intimate understanding of business operations, skill at scanning the technology horizon and expertise for envisioning the optimal match of technology to operations to increase business success. In the business partner role described by industry analysts, IT often loses some of its identity as IT sections are integrated into the business groups. Agilent chose not to follow that model, instead combining the elevation of the CIO/IT organization to business partner status with the centralized control and ONE IT identity they felt necessary to instill architecture discipline. Under the old organization the business groups had owned their own IT organizations and this had resulted in many redundancies, inefficiencies, and over 2000 applications to support. The BIT model was the solution that would best effect the consolidation of efforts they desired as well as servicing the business needs on an enterprise level.
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Making the IT Vision a Reality

While there were many things going on simultaneously to propagate the concept of ONE IT, there were four in particular that were of highest priority for the IT senior leadership. The first was developing a Plan of Record, or POR. This is a financial-based short-term plan that identifies operating costs, and investment, infrastructure, maintenance, and program development costs. Agilent IT used the POR as the baseline for all financial commitments. Before IT could guarantee their cost efficiency, each system, each piece of equipment, each historical cost, even each IT person was identified throughout the organization. Agilent was relying heavily on the IT consolidation to generate significant cost savings that could then be devoted to funding the transformation programs. If IT could not meet its financial commitments, then Agilent would be at risk to fund its transformation. The initial POR was a very detailed and painful endeavor and took almost three months of dedicated synchronization, but the ultimate results were worth the effort. The POR is the basis for Agilent IT’s financial commitments and is used throughout the organization for decision-making and performance measurement.
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The second priority for Agilent IT was the development of a strategic plan that would bridge the gap between the current state and the future vision. They decided to use the Balanced Scorecard strategic planning methodology (Norton and Kaplan, The Balanced Scorecard, Harvard Business School Press, 1996). Using this planning model was a departure from the predominantly financial orientation common in many companies. The Balanced Scorecard emphasizes four ‘orientations’ to assess and measure organization development and progress—financial contribution, customer orientation, operational excellence, and learning and growth of the organization. It provides a more holistic, synchronized, and knowledge-based view of the organization than financial indicators alone can provide.

The Balanced Scorecard identified the vision for how Agilent IT wanted to look in each of the quadrant focus areas. A more detailed iteration was then developed which translated the long-term goals into more near term objectives using the categories of “Plan, Build, Run, and Grow.” This became the immediate planning document to show the operational and tactical level objectives for the capabilities necessary for each category.  A three-year plan of activities for each operational category was developed to provide a priority of effort and expected end state. The three-year plan identified capabilities that Agilent IT expected to possess by the end of that year and also provided a roadmap for process development, their third priority.

An IT value chain was used to identify the key processes and sub-processes critical to performing their mission. The value chain is an important concept in business for it shows the direct linkage of functions and responsibilities from the process initiation to the process completion. Any process not directly linked to adding value to the customer is a ‘non value added’ activity and may be eliminated. The value chain serves an additional purpose by detailing for each employee where his or her function fits into value creation.
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The fourth priority was the culture change involved in executing the IT commitments and changing a legacy. This is by far the most difficult aspect of the change, but the one that is most critical to success. Besides communications via the IT portal and memorandums, quarterly virtual ‘coffee talks’ with the CIO and senior IT leaders to the global IT organization were used to personally report on progress and priorities to the organization. This was also a forum for the employees to raise questions and request clarification. Although the current and future IT states were still in development thus lending an air of instability to the direction of the organization, the feedback from the coffee talks was very positive. The IT employees thought it was very important that the CIO interface directly with them and they found him very forthright in his answers, even if they were not definitive due to the evolving nature of the organizational structure. 

Agilent IT faced several cultural and boundary challenges. Not only were they expecting to instill a culture that puts the priority on a ONE IT decision framework instead of separate business group or IT section priorities, but they were also moving from a regional focus to global service lines. This was still a challenge that had yet to be overcome when I left the company. A defined set of enterprise IT processes will certainly help, but it will also require constant pressure and modeled action from the IT leadership to truly instill this change as part of the culture. 

XV. Epilogue

Personal Observations:

· There is a level of trust here that is different from what I have seen in the DoD. It seems to me that the reason why the DoD system is so complex is the underlying assumption that we have to prevent people from doing the wrong thing. The underlying assumption I perceive at Agilent is they expect people to do the right thing and if they don’t then the system takes care of that via the management. The atmosphere of trust compliments the corporate value of uncompromising integrity. There is an expectation that you will do your best and do the right thing. Management will support you in achieving this, whether that means finding the right position for you or discussing areas for improvement or making sure you have challenging work. You are expected to do your work well and on time and reasonably steward the company’s resources. 

· There are lots of really good, committed people here who really want to make a difference. Sometimes this was to the detriment of the ONE IT focus. When an issue was identified, managers and individual contributors would start to put together working groups and get busy on the issue, often without any orchestrated framework. The impression that I had was ‘action equals progress’. Sometimes the action was really just putting the organization into a do-loop and not launching it with forward momentum. There were many groups all working their solution to the same issue, but it was a local solution, not an enterprise ONE IT solution. Responsibilities have not been clearly delineated, and the heritage culture of consensus tends to involve many people in the decision-making process. As ONE IT develops a framework of internal processes and the organization matures as an enterprise organization, there should be more synchronization and delineation of effort. The challenge will be to retain the same enthusiasm that is evident among the employees now and not lose that initiative in a bunch of top driven seemingly bureaucratic processes. 

· I have heard from long-term employees that the HP Way was so bureaucratic that people became used to finding ways around the system to make progress. This was reinforced by the autonomous nature of the business operations. Very difficult habits to break when you are trying to consolidate for efficiency, build a framework, and instill discipline on a global level. I heard some concern among some of the managers that the centralization and consolidation of processes that is meant to yield a leaner, more responsive company is actually adding layers of bureaucracy into the system. There is concern that this will eventually stagnate the organization if not handled properly.

· I also observed a strong propensity for tactical level decision making when the need is for strategic level structure. This was evident in the early meetings I participated in with the CIO team. The team often reverted to identifying and fixing tactical level problems when faced with long-term strategic planning issues. The monthly CIO senior leader meetings have gradually evolved towards focus on the bigger picture, but there is still the tendency to look at their specific areas of responsibility first and then broaden the scope to ONE IT. By May 2001, the CIO leaders were more focused at the strategic ONE IT level, but the next level of management still tends towards the old paradigm.

· During the first months of my time here, there seemed to be a propensity to abdicate leadership to consultants. Many times I sat in meetings that had more consultants in the room than Agilent employees. It seemed that for every problem that came up, the solution was to hire an outside vendor to provide a solution. By December this ‘outsourcing of leadership’ had largely been replaced with internal action groups. Based on what I know now about their culture, this heavy involvement of management consultants may have been necessary to show the Agilent leadership what lies within the crystal ball. Most of the employees were long time HP workers and were inculcated with the HP culture, not knowing any other way of doing business. The HP heritage was also very consensus-oriented, everyone had a say in the decisions, and decisions were analyzed deeply, and not modeled on the fleet organizations springing up as Agilent’s competitors. The consultants provided the external perspective, the facts to make their case, and could provide some structure to the forward movement of the organization. I think this was necessary at the time and the organization eventually used this feedback to internalize their own plans for bridging the gap. 

· Change can happen more easily in the corporate world. They can enforce discipline, stay focused on the bottom line, manage personnel to meet their objectives and the size of the typical corporation is more manageable and controllable. Admittedly it is a different set of circumstances than the DoD faces, but the best corporations have figured out what to do right for their circumstances to make their companies successful in the long term. The DoD has a magnitude of complexity that cannot even be imagined by our companies, reinforced by a very involved Board of Directors in Congress that may question daily decisions. The repercussions if a CEO is wrong in the direction he takes his company is loss of market value maybe takeover or dissolution. The stakes for the DoD are higher--repercussions for a wrong direction wastes taxpayer money at the least, and loss of life in the horrible worst case. 

· Would I work for this company? Definitely. I like the heritage and values system that is so pervasive in their culture. The values are actually lived and talked about—much like the value system I have experienced in the Army. I like their effort to respect the individualism of their employees and manage that talent to benefit both the individual and the company. There are a lot of really good, enthusiastic, committed professionals here and I have been grateful for the experience of working with them for a few short months.

Things I will take back to the DoD


After 22 years of training in the military way—a proven model of success—my mind has suddenly been opened to a new body of experiences. This program has allowed me to understand first-hand how similar the problems facing the corporate world are to those we deal with in the DoD—and provided the insight to allow extrapolation of those lessons learned into our own environment. The following areas in particular resonated with me:

· Customer Focus: This is the underpinning for every decision a corporation makes. Discovering our customer base is a little more obtuse in the DoD, but can be the focus for action nonetheless. Certainly it could be the basis for making the DoD easier to do business with—both inside and out. 

· Trust: Necessary to empowerment and essential to a culture that supports innovation. Trust nurtures risk tolerance and eliminates the zero defect environment where the senior leader must be involved in everything. 

· Role of CIO: The CIO is a full business partner, a technical visionary, and an advocate for optimizing business processes. Requires a maturing of the traditional role as a passive service provider.

· Transformation and Change Management: A lasting transformation requires the change to an adaptive organization. To have successful change management, there are several key elements that must be executed. The hardest, and most unpredictable, part of long term change is the culture change required.

· IT Discipline: Real efficiencies and effectiveness can be gained from providing consistency in architecture and processes, enforcing interoperability throughout the organization. Technology implementation often requires process reengineering, and an attendant culture change to truly reap the benefits of the system.

· Internal branding and communication: Symbols of the culture surround employees in every memo, home page, and web contact that they use. The communication channels run in both directions.

· Personal personnel management: People are a strategic resource and how well they are managed will determine the ultimate success or failure of the firm. Talent management and intellectual capital are two key concepts to the human resources equation. People are seen as an investment and must be personally managed with the same care that you give your financial resources.

· Balanced Scorecard: A very worthwhile concept of strategic planning that focuses management efforts on a holistic, systems view of organizational success encompassing financial, customer, internal processes, and corporate learning and growth into an integrated framework of goals, priorities, strategies, and measurements. Many DoD and federal departments have used the Balanced Scorecard as well.

· Performance measurement and accountability: There are two important factors relating to performance measurement. First, critical success factors must be defined as a measure to gauge organization performance and employee performance must align to these objectives. Second, the items selected for performance measurement must provide focus and priority for the organization. There are many things that can be measured, but the ‘vital few’ indicators selected must relate directly to the organization’s strategic goals.

Recommendations for the SDCFP


To make the final SDCFP recommendations more substantive than just a broad swath across the best practices of industry, I recommend restructuring the program to allow time to develop more cogent recommendations for DoD change. While some of the common findings will continue to be broad and general in nature and require a long term focus and fix, some could also be “silver bullet” changes that would provide a ‘quick win’ for change if the plan of action was adequately defined. A more structured timeline could provide sufficient time for analysis and assessment, for example:

March—determine, develop and finalize the common findings 

April—research how the DoD and the services currently address the issue and develop detailed recommendations for possible implementation. 

May--make minor adjustments to the final report and presentation based on research and recommendation development

Appendix A
Finding the Customer Focus for Agilent IT

One of the projects I worked on involved applying this customer focus to IT’s mission. IT provides service and support to all Agilent employees worldwide, but does not interface directly with the external customer. In the past, the term “customer” had applied to both the external buyer and the internal user of services, causing much confusion when the enterprise turned its emphasis on improving the “customer experience.” To reinforce the distinction between the product-buying customer and the internal user of services, Agilent internal users are no longer called "customers"--they are now "business partners." Agilent IT had many performance measures to indicate quality of service to the internal users (now business partners) but none that focused on support directly to the customer-facing pieces of the company.  The IT Customer-Facing Performance Measurement Program is one way of ingraining the customer focus within the IT organization.

Customer Orientation is an Enterprise Priority

Improving the customer experience is one of Agilent’s FY 01 priorities. The following statements are indicative of the enterprise goals and objectives for Customer Orientation:

· “Distance ourselves from the competition in …ease of interface with our customers”

--CEO’s FY01 Priorities

· “Contact and Responsiveness is one of the top dissatisfiers for Agilent’s customers”

· “Deliver superior, consistent customer experience based on [customer’s] preferred contact method (email, phone, fax, web)”

· “Significantly improve the effectiveness of our Sales and Marketing, and Service and Support Teams”




--Excella Customer Contact Program Overview to COO, 2/15/01

IT Objective for Customer Orientation

· Agilent IT contributes to providing a superior, consistent customer experience and improving the effectiveness of Agilent’s customer contact points—web, call centers, field reps, service and support centers.

· The IT Customer–Facing Performance Measurement Programs provides a management indicator for the first element of the Customer-Focused Value Chain. Additional performance measures will be developed to manage the other elements in the value chain—business operations, business growth, business management, and personal productivity. 
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Customer Focused Value Chain

Purpose of IT Customer-Facing Performance Measurement Program (ITCFPMP)

· Provide ongoing organizational monitoring to focus on those IT technical services and IT department support that are viewed as ‘most critical’ to direct customer contact.

· The Customer-Facing Performance Measures will be used to provide convincing evidence to Agilent’s Executive Committee and senior business managers of the quality of IT support to the company’s customer orientation priority. 

Levels and Uses of Performance Measurement Information

Different management tiers need different kinds of information to make decisions. IT’s performance value to the customer-facing pieces of Agilent should be assessed at all three levels, with the objective of developing a robust three-tier measurement system concentrating on the "vital few" indicators that will indicate alignment with enterprise goals. 

· At the Enterprise Tier, IT performance and measures focus on mission results, or how well IT is meeting its purpose in supporting enterprise-wide goals and objectives. Reports generally highlight policy-oriented information showing areas of progress, problems, and contextual or explanatory information to supplement the performance data.

· At the Functional Tier, senior and mid-level managers want to know how specific units or processes are performing. Measurement often covers specific IT processes, portfolios, service lines, or applications development programs. Detailed performance information is used for management and improvement of operations and integrating activities across IT processes and programs. 

· At the Project Tier, the measurement emphasis is generally on individual systems performance and individual project progress. Highly detailed tactical and execution information supports immediate day-to-day decision-making on priorities, adjustments, and resourcing.
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A key factor in measurement effectiveness is the alignment of measures from the bottom to the top of the organization. Often, the Project Tier statistics used to run the daily operations are just “rolled up” to the top, providing an overload of information that is not relevant to the upper tiers of management. However, depending on what element is being measured to support strategic alignment, some critical bottom tier measures may, in fact, be appropriate to “roll up” if displayed in the proper context. Use of all three tiers gives the organization a comprehensive picture of the value of IT.

ITCFPMP Program Context

· IT does not directly interface with the external customer and so has had little reason up till now to orient its thought or practice towards this element. IT currently measures internal operational performance and user (partner) satisfaction but has no Agilent IT-wide measurement program that focuses specifically on support to the customer-facing pieces of the organization.
· There are two areas of the customer experience that must be managed—the current customer contact systems (web, call centers, field engineers) and the future customer interface programs currently in program development and deployment. The progress/performance of the future customer-oriented programs is monitored through periodic program reviews at to the highest level, which include reviews of IT service and support to that program. The IT Customer-Facing Performance Measurement Program focuses on ongoing IT operations in support of the current customer contact systems.
· The ITCFPMP supports the “Customer Orientation” quadrant of the IT Balanced Scorecard and aligns with the FY 01 enterprise priority of improving the customer experience.

Ideal Results Flow

The quality of IT services and support has a direct effect on the quality of the customer’s interaction with Agilent and indirectly affects the customer satisfaction level and resultant customer loyalty. Additional impacts of quality IT support are indicated by an increased customer base and increased ability to process orders, thus impacting revenue generation. 
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Based on v.1.4-01-01

"Renew"

One IT 3 Year Plans

Input: IT Services that support customer contact points

· performance of : voice network, data network, remote network access, critical applications

· reliability of server performance : fax, e-mail, web

· quality of BackOffice integration of platforms with processes

· Time to Repair customer-facing IT services

· Output: 

· [image: image10.wmf]Agilent IT Vision

IT plans and manages resources efficiently and

effectively empowering Agilent to take advantage of

technology to enable  business objectives

IT delivers the enterprise information infrastructure to

enable Agilent’s customer experience and growth goals

IT delivers the right IT capability to the right place at

the right time for the right price

IT is an organization that anticipates change, learns,

and grows

Execute as One IT and be recognized

as a leader in providing valued IT services that are

key to making Agilent a high-growth, best-in-class

company.

Agilent

One IT

Best-in-

Class

Plan

Build

Run

Renew

Customer can contact Agilent via phone, fax, email or web and get connected to the call center, service center, field rep, or Agilent.com. 

· Connection to Agilent interface point is fast, easy, reliable, and secure.

· Customer transactions are easy, quick, and accurate.
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Outcome: Customer satisfaction with contact and responsiveness will improve. 

· Impact: Customer loyalty (consistent experience), increased customer base (easier to contact), increased revenue (agents able to handle more orders).

Recommended IT Customer-Facing Performance measures

a). Under the current business model, most customers initially interface with Agilent through one of three ‘customer contact points”:

· Agilent.com web site

· Call Centers at Colorado Springs, Little Falls, Hachioji, and Singapore

· Field Engineers

b). IT provides a variety of important services to these customer contact points: data network connectivity, remote network access, database integrity and reliability, customer identification and transaction/ordering applications, voice network connectivity, global messaging, and web site technical performance, among others. Additionally IT’s quality of support (responsiveness, knowledge, interpersonal skills, etc.) towards these customer contacts points directly contributes to their ability to better serve the customer.

c). Through discussions with managers involved with business, call center, e-business, and IT operations, the following capabilities were identified as being ‘most critical’ to customer interaction. :

· Can the customer get connected to a call center?

· Is the customer quickly identified?

· Can the customer get their order/inquiry processed expeditiously?

· Can the customer quickly get the information they need from the web page?

· Can the customer get information e-mailed to them without undue delay?

· Are the customer contact agents satisfied that the quality of IT support allows them to optimize their customer relationship? 

d). Five key measures were chosen to indicate ONE IT’s success in supporting a quality customer experience:

· Voice Network Performance

· Critical Application Reliability

· Web Site Performance

· Message Transit Time

· Customer Contact Agent Satisfaction 

Operational definitions of these five measures and considerations for development of the Customer Contact Agent Satisfaction Questionnaire were described in detail in the proposal. 

Performance Management

ITCFPMP results will:

· Be briefed to the Executive Committee monthly.

· Show that IT can meet its commitments to providing quality service and support to the direct customer-facing parts of the organization—web site, call centers, field engineers.

· Decrease employee downtime by indicating problem areas in service and support and providing IT an opportunity to develop and execute plans for improvement.

· Improve IT’s grasp of forecasted demand for delivery and support services through visibility of capacity management.

· Increase the integration and standardization of IT Infrastructure, Solutions, and BIT sections by concentrating efforts on providing the best service to the (external) customer. The quality of IT service and support crosses service and operational lines and requires an enterprise-wide, global view of IT.

· Promote an increased sense of responsibility and accountability by linking IT support to business priorities of customer satisfaction, business continuity, and increasing market share.

Performance Measurement Reporting

a). Recipients: The primary recipients of the performance results are Agilent’s Executive Committee (Chief Executive Officer, Chief Operating Officer, Business General Managers). The secondary recipients of the results are the senior CIO management. The information is presented monthly during the executive operational reviews and will indicate the quality of Agilent IT support to the customer relationship. This will align with the corporation’s goal of “Improving the Customer Experience” under their “customer orientation” quadrant of the enterprise Balanced Scorecard. 

b). Report Format: The report will be presented as a “dashboard” of enterprise-wide indicators for each of the five performance measurement focus areas. Each focus area is then evaluated against its major site elements—call center, geographic field engineer region or business group (for the web site). A Green/Yellow/Red bubble identifies performance against targeted values (as defined in the operational definitions included with the proposal). Situations causing yellow and red indicators will be described in detail on an attached report. 

ITCFPMP Maturity

a). This initial IT Customer-Facing Performance Measurement Program is based on current operations and priorities. It is a first attempt to integrate various operational measurements into a view that focuses on the external customer experience and targets relevance to the executive tier of management. There are currently several customer experience-oriented programs in development in the company. As these are deployed, the variables that are measured as part of the ITCFPMP may require adjustment so that only the most relevant and “vital few” are reported. Additionally, augmenting the ITCFPMP measures with ‘business value’ indicators will increase its value to the executive level and more closely align IT performance to corporate business objectives.

b). Possible “Business Value” Indicators for Development (as indirect measure of quality of IT service and support)

· Agent productivity (# calls serviced by agent or # customers serviced by agent)


If IT systems are optimized agent productivity should improve.

· Success of Inquiry Request (# inquiries into CTI and customer identification systems successfully connected with correct data)


If IT/business integration is optimized, inquiries should be correct on first attempt.

· Orders placed (# confirmed orders and/or revenue from sales)


If IT systems are optimized sales process should be easier and increase in volume.

· Business Interruptions (time customer-facing business is interrupted based on unscheduled systems downtime; equate to $ value based on average $ earned per hour of operations)

· Web visitors (# visitors and/or length of stay)

If web site quality is optimized (IT/business integration), amount of visitors should increase and they should spend longer time browsing the site.

c). Possible Future Customer-Facing Measures. As the measurement programs becomes more mature and robust, consider expanding performance monitoring to include those areas where IT and business integration must be closely aligned to identify disconnects quickly, before it degrades the customer experience. For example,

· Web Site Search Success Rate

· Web Site Transaction Processing Success

· CTI Skills Based Routing Accuracy

· Ease/Accuracy of Customer Qualification

· Speed/Accuracy of Customer Identification
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� Susan Osterfelt, “Business Intelligence: Be a CRM Survivor,” DM Review, January 2001.


� The three phases of IT evolution are discussed in “The Evolving IT Organization: What Lies Ahead?” Mary Hartman and Thomas Murphy, an International Data Corporation Opinion Paper, 1999, and is consistent with other analyst opinions on how the role of information technology will expand.





� Four pillars of ‘NetReadiness’ as identified in Net Ready, Amir Hartman, John G. Sifonis, John Kador, 2000.





� Gartner Group
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This is a framework on how we will achieve our vision, our strategies.

Assigned One IT owners for each key contribution area: Hartmut - build, Jessica, Run, …etc



Plan:  Last year we focused on the organization alignment and the planning. And last coffee talk we focused on the POR activities.   Now it is time to start delivering and executing against the POR…time to build and continue Running.



Renew: Like IT, HR Transforming to provide best-in-class services;

New delivery strategies :Easier to access,Self-serve global solutions

Consistent global HR process 





These strategies lead us from today to our 3 year plans.
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Agilent IT Vision

IT plans and manages resources efficiently and  effectively empowering Agilent to take advantage of technology to enable  business objectives



IT delivers the enterprise information infrastructure to enable Agilent’s customer experience and growth goals



IT delivers the right IT capability to the right place at the right time for the right price



IT is an organization that anticipates change, learns, and grows

Execute as One IT and be recognized 

as a leader in providing valued IT services that are key to making Agilent a high-growth, best-in-class company.
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Order the Product/Track the Order

Get Information about the Products

Service and Support

Business Operations

Business Growth

Business Management

Personal Productivity

Customer-Focused Value Chain

What’s important to customers?

What else is important to our 

business partners?







Customer








