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�
Executive Summary





Vision is the road map for Mobil. It’s the “common thread” that weaves through every business unit, impacting every decision that will posture this corporation for growth well into the next millennium. In most instances it is well defined, omnipresent throughout the corporation, and understood by all.  It comes from the top, Lou Noto, CEO, who understands that people are what Mobil is all about and those same people are the ones that make the difference between being a winner or just an “also ran”.  Unlike the Department of Defense, corporate America has the luxury of continuity and longevity at the upper levels of leadership.  This allows for  consistency which means the opportunity to steer programs from their infancy to a successful conclusion.  The vision is the “vehicle” that creates the opportunities to seize upon  new technologies, acquisitions, partnerships and joint ventures.  It creates a dynamic and flexible infrastructure allowing  for rapid change to promote growth, while staying totally focused on the road ahead.  Sounds good but how do we get there?  Identify what you do well.  Stick with your core competencies.  Keep things simple-- especially when it comes to change.  Vision is what  prevents this large corporation or any large entity from getting “boxed in” which may force you into decisions that get poor results.  You quickly loose the edge, preventing you from taking advantage of an opportunity.





Mobil has a large, highly intelligent, educated workforce dedicated to adding value to the company while increasing shareholder earnings. However, in today’s environment this is not accomplished alone. Outside help is often needed.  Call it contractors or consultants but there are times when in house resources are just not enough.  If they  (contractors/consultants) are brought on board  Noto has some strong thoughts on how Mobil should use them. Everyone should know why they are there. Once a decision has been made to bring them in, no second guessing.  Do not take a good concept and make it unintelligible.  Know when to get in and know when to get out.  I am not convinced that we in DOD have learned this lesson.  We do well in finding the outside talent to supplement our in-house capabilities but we begin to allow the contractors to “set the pace”.  I believe we too must only augment our workforce to meet our requirements and not replace our core competencies with outside help. However, we only need one doing the job,  if the contractor can do it better than we do it, then eliminate the in house efforts and move on.  Corporations can no longer afford to pay for such redundancies nor can DOD. 





Taking the long view on where this corporation wants to be over the next few years operating in a standard information technology environment can not be overlooked.  Mobil calls it Standard Managed Environment (SME).  It brings options to the business, some good and some not so good.  SME takes numerous “stove pipe” or “silo” systems throughout the corporation and places them under one management organization, Global Information Services (GIS).  Prior to SME, they were starting to recognize the challenges down the road that 13 different e-mail systems would present.  Each business unit within the corporation had the latitude to purchase hardware and customize (“Mobilize”) software packages to each  unit’s individual or unique requirements.  Throw in the fact that costs were escalating and technology tools, (hardware/software) were changing at almost the speed of light, this quickly becomes a blueprint for disaster. These are obvious reasons for change, but there are some more important than these.  SME is more than just a platform for change, it is a platform for growth.  It is a key enabler to your vision for IT future.  It fixes the “as is” but positions the entire corporation for the “to be” in the next millennium.  What about the not so good options?  Those may depend on where you sit.  Once you accept a standardized system approach across the company,  it removed the requirement to have imbedded  IT personnel within each business unit thus creating a shared services provider. No longer did any in house IT expertise reside within the business units. The business units can no longer purchase hardware and software unilaterally. Created major downsizing results.  Advertised to save dollars.





Knowledge Management (KM)  is at the highest point on the Gartner Hype Curve.  It is one of the hottest topics in the corporate world today.  What is it?  There are numerous definitions out there but the one that seems to fit best is  “......a discipline applied to maximize the return on intellectual capital”.  Make no mistake, it is a business requirement not an information technology requirement. Too many times, companies try and place the responsibility of  KM on the IT folks.  Even though the use of shared information will benefit the entire organization, IT is only a small piece of the larger KM pie.  Granted, IT may sit on boards or committees designed to implement KM, however, they are not the engine to be driving this train.  Earlier forms of KM could be called by the more familiar sobriquet, networking.  Now the strategic planners are recognizing the importance of knowledge to the future growth of the corporation.  It occurs in three different levels.  Gartner Group sums it up better than most.  The first level is the map of where the knowledge is located in order to enable easy access.  Second is the use of the knowledge to obtain value, save money, gain improved performance -- applying best practices.  The third being the generation of new knowledge -- creating it.  The process is one of formal and informal.  People sharing information and working collaboratively.  This keeps knowledge and information long after the person has gone.  Top-performing businesses are actively pursing the use of knowledge.  The US Army has established a knowledge officer and a knowledge office.  The formalized process of capturing, warehousing, updating, and sharing this information becomes the key to success of the program.  There are numerous consultants who avail themselves to provide the “framework”  for establishing a successful program.  Mobil is underway in formalizing their KM corporate wide.  They made “first steps” with the downstream businesses establishing an e-mail network called “best net”.  This was designed to provide the refineries the mechanism to share best practices among themselves.  Upstream is developing a list of “improvement advisors” and “principal technologists” to map and create the knowledge.  It is a significant cultural change, especially in such a highly competitive environment of the DOD, to share something that is determined to be power.  “Knowledge is power”.  We, along with corporate America, must encourage the change of behavior  that will result in people willing to share information for the overall good of the organization.  Create an environment where the whole is greater than the sum of the parts.  Only by example form the top where encouraging the sharing information will be rewarded can this ever hope to be successful.  This company will get there.  They have developed the platform, SME, from which to launch their programs. It is important to remember there is no one, right KM system or only one contractor who can assist in establishing a formal framework but a cooperative effort of all employees willing to pass on what they know and continue to learn form each other.  This is not an inexpensive process.  It is an investment in tomorrow, that without it, may result in repeating the same mistakes and ultimately end up staying behind the “power curve”.  The DOD needs to move in this direction just as private industry is doing. 





Outsourcing is an opportunity to enhance your core competencies, not replace them.  It should not be a course of least resistance but approached as any other major project within your organization.  Too often, outsourcing presents itself as the “silver bullet”.  In most cases, the decision to outsource will represent a significant cost requirement and create “shock waves” throughout the workforce.  Mobil has developed a great model on “how to outsource” and is worth reviewing with possibly adopting by the Services.  The first step is to determine if the vendor/outsourcer can provide more effective service than currently being provided in-house.  Approaching it as they do any major capital project, they obtain business unit commitment and total buy-in.  Then they proceed with a feasibility analysis which contains “go/no-go” checkpoints.  During this feasibility study, several areas must be examined and data collected to support the checkpoints along the way.  If you are going to have a vendor do what you are currently doing  in-house, several categories must be examined -- current service levels, current cost to do the same job in-house, and determine what are the cost driver.  Additionally, how the outsourcing objectives could be met in-house and why the vendor can provide more effective service.  Keep in mind that during this entire process; do what is best for the organization.  At this point a market analysis becomes imperative.  What are others paying for the same services?  Is there one particular vendor that is better or more efficient than the other?  Are you selecting the “best of breed” in one particular vendor?  Are other corporations who have outsourced satisfied with the services provided by the vendor?  This must be started early and it becomes a lengthy and exhaustive process but it is the only way to ensure you are investing in a proven vendor to ultimately shares your same values.  Something lost in the shuffle that must not be forgotten is the human aspect of outsourcing.  It will be a major impact on the current workforce no different than a merger or acquisition.  In the dod case, just as in a major “rightsizing” effort.  Personnel may loose their jobs or even be hired by the vendor, otherwise, you may be buying duplicity of effort that you can not afford.  The biggest lesson learned while here at Mobil was observing them knowing when to say “no”.  During my tenure a major outsourcing effort was undertaken in the IT arena and I had a opportunity to sit in on some market strategy information gathering sessions.  I observed the amount of effort and pain that goes into selecting a vendor, while ensuring you are gathering as much information possible for senior management to make the best decision.  It took several months to complete this project and even though all the “stars were aligned” and most everyone thought that outsourcing was a fait de complete, senior management said no.  The case was made and presented.  The decision was made that continuing to do the job in-house was more efficient, cost-effective and in the best interest of Mobil  not to outsource.  Knowing when to say no! 





Year 2000 or more affectionately known as “Y2K”.  Mobil started early, beginning in 1996, with a hand-picked team of business and information technology experts to scope the problem and determine the most efficient and cost effective way to meet the challenge.  They determined quickly the number of applications within the entire company.  Which ones were candidates to retire because of non-critical legacy applications? Which non-compliant systems they could “live with”?  Which non-compliant mission-critical systems with industry standard applications must be renewed?  Which remaining key applications must be tested and repaired?  Next they sought vendor supported, common industry solutions.  Implemented a series of workarounds (e.g. skip data readings at midnight on 12/31/99).  Finally challenged third parties to achieve compliance while scheduling a verification and validation test based on risk and impact.  The overall strategy was to seek value added solutions to resolve Y2K exposure.  Concurrent with this ongoing effort a company named Systems, Applications and Products (SAP) was hired to implement a comprehensive software package that supports common processes across functions and business units.  Numerous companies throughout industry are using SAP as the process approach to running their business.  It most cases it is a “one size fits all” approach, but it is a proven integrated system that will make business compliant prior to the beginning of the new millennium.  Due to being against an immovable deadline, it most cases, the business must changes its business practices to meet the demands of a very “disciplined” system.  With the vision and foresight of Mobil’s senior level management, they will meet the challenge and will be compliant prior to 31 December 1999.  However, they face a much greater challenge with doing business with there Joint Venture partners along with numerous foreign governments, who may not meet the deadline.  The biggest challenge that I see is that you are only as good as your own systems and you have little to no control on what is or is not happening  “outside the chain link fence”.  I know of no regulations demanding compliance.  We are all interdependent on each other and rapidly approaching the new millennium, “trust me” might not make it.   





The challenge for me personally this year has been to try and be everywhere I could and observe and retain everything I had the opportunity to which I was exposed.  There is absolutely no substitution to being present and seeing these things  “go down” from the vantage point of “first person, present tense”.  Mobil made it possible for me to bring back to the Department of Defense their lessons learned and the sharing of best practices in the business world.  For this education and mentorship I will be eternally grateful.





         


�
INTRODUCTION





Mobil Corporation was formed from a predecessor company, Vacuum Oil, founded in 1866.  Today they are the fourth largest petroleum corporation in the United States with operations in over 140 different countries.  As a global corporation, Mobil faces numerous challenges that require strong corporate leadership coupled with a workforce that is both committed and visionary.  It is my intent over the next several pages to explore and share observatoins from this great corporations that may be implemented by the Department of  Defense (DOD).  In many instances, they have it “about right” and those are the areas we may wish to consider and adopt as “best practices” for the way we may conduct our business into the next millemmium.  During this year my focus has been in the information technology arena.  Therefore my comments and learning experieces will be addressing those areas.


   


OVERVIEW





Mobil traces its history from a period of time when oil was being used for lamps and grease was being used for treating the leather of harnesses.  During this period, the US government filed suit under the Sherman Antitrust Act, asking the courts to adjudge Standard Oil a monopoly, guilty of conspiracy in the restraint of trade.  Within the next five years, the US Supreme Court ordered the alliance broken up into 33 smaller companies.  Socony and Vacuum were two of these companies.  During this same period, Henry Ford had delivered his first Model T to the dealers, and by 1911, there were more than 600,000 of these cars on the road.  For the next 20 years Socony and Vacuum set out to procure refineries, pipelines and lubrication plants.  The intent was to make a geographic “move” from being just an “east coast” company to expanding into the southern and midwestern regions of the United States. Noteworthy is that while this US expansion was underway, there was still growth in the Far East and Europe, the beginnings of a truly global company.  





Mobiloil was used for the Wright Brothers, early flights and Barney Oldfield set a speed record of 131+ miles per hour in 1931 at Daytona Beach. The Mobil name has been onboard several historical milestones to include the Spirit of Saint Louis,  Admiral Richard Byrd to the North Pole, Amelia Earhart and Wiley Post’s round-the-world record setting flight. A proud and storied heritage.  





This company has always considered itself a leading producer of refined products, oils, lubricants and chemicals.  Focusing on these core values,  Mobil divides itself into three major divisions: upstream, which is referred to as exploration and production (E&P), downstream becomes marketing and refining, (M&R), and chemical. They have recently established a midstream division which includes transportation. 





On the upstream side of the business, E&P are actively exploring in 34 countries on six continents and focusing on seven major new sources that will provide a large increment of growth over the next few years.  Couple this with new joint ventures with other foreign companies, this will allow Mobil to leverage its assets for years to come.  Current production is over two million barrels per day worldwide to include areas in the North Sea, Tengiz, Equatorial Guinea, Nigeria, and Qatar.  Even though most of these are somewhat remote areas, they must go where the hydrocarbons are.  Mobil considers its E&P as an important entity and is quite proud of the strides made by it’s engineers, geologists, along with employing  leading edge technology, horizontal drilling.  However, among the major oil companies, E&P ranked fourth out of seven for 1997.  Strong efforts are taking place to move up in the “standings” of the other majors.





The downstream business could be classified as “best of breed” in comparison with the other majors.  The scope of marketing and refining includes interest in 20 refineries in 13 countries with a total crude distillation capacity in excess of 2.3 million barrels per day.  About 1/3 of this capacity is in Asia/Pacific.  Sales figures include over 140 million gallons or refined petroleum products daily, including 2 million gallons per day of high quality lubricants. Mobil 1 lubricating oil is “flagship “ technology and a world class leader in performance and sales among lubes.  Mobil’s overall sales have grown an average of 5% per year since 1991.  Mobil sells it’s fuel in over 18,000 service stations located in more than 60 countries.  Some recent innovations in gasoline marketing have included Friendly Serve, “On The Run” convenience stores, and Speedpass.  In 1996 an alliance was formed with British Petroleum that allowed Mobil to become the number one marketer of lubes in Europe. 





Chemicals continues to be a strong sales and growth area.  The world’s leading producer and marketer of polypropylene, a high quality packaging film.  Mobil Chemical produces synthetic lubricant base stocks and additives for fuels and lubricants used worldwide in automotive, aviation, industrial, and marine products.





Growth is one of the “centers of gravity” for this corporation.  Both growth in long term earnings and shareholder value is a commitment that Mobil is prepared to make. The drivers and directions for the petroleum industry  and a transition strategy into the next millennium was discussed in a recent  speech given by the Chief Executive Officer, Mr. Lou Noto.  This transition strategy must focus on people, performance and growth.  Future strategies include increasing the share of investment spending in E&P.  This is based on the fact that upstream has more attractive growth opportunities, especially where countries are opening up to private investment. In the downstream market, the target will be to focus on improving performance and reliability.  Growth will continue to be supported by a great brand image and marketing programs such as Speedpass and “On The Run” convenience stores.  Chemicals earnings should benefit from large scale olefins projects coming on stream around the turn of the century.





“Technology and other expertise are important contributors to both near-term performance and long term growth.” says Noto.  He goes on to say that the key to applying technology is knowing how and when to use it.  It some instances a case can be made for “outsourcing” technology.  However, Noto believes that Mobil will buy technology  from others where they can provide what is needed at a lower cost.  But Mobil will maintain or expand in-house technology where they have the competitive edge.  The lesson here is to be on guard that outsourcing technology may be a path of least resistance as well as being an attractive solution, however, the “in-house” expertise will walk out the same door the outsourcing contractor just walked in. 





I have observed that risk and risk management is a top priority with Mobil and they do it better than most. Risk management is accomplished by maintaining a geographically diverse portfolio.  Obviously, where the risks are greater, the returns should also be greater.





The environment, another high priority, is non-negioatbale; the approach is simple, Mobil’s standards are more stringent than the requirements of the countries where they operate. “Demonstrating respect for the environment is not an add-on consideration, but a fundamental way of doing business. ”  Noto stresses.  





The strategies for the next millennium includes opportunities for growth, while maintaining focus on performance, aggressive management that is entrepreneurial and able to fully utilize the capabilities of its people, and the organizational structure and technology to successfully execute these strategies. 





In this corporation the word focus is used to describe change and what is needed to propel the company forward into the future.  The CEO, in another forum, has expressed definite feelings toward the direction Mobil should be growing during their second century and well into the new millennium.  He believes that “vision” is important, calling it the “road map of the company”.  It determines what you do, what you stand for, what your values are, where you’re trying to go and what you’re trying to be.  This is a natural progression that brings you to identifying what the “core business” is and what it is not.  If you find yourself in areas that you bring no value to the table, that maybe a prime indicator that it is time to get back to the basics.  Get back to the things that you know and do well.   Keeping it simple “should be the cornerstone for change”  Mr. Noto has made some very key observations in this area:


	“We are very good at making simple, good concepts almost unintelligible.


	And, very frankly, consultants are too.  That’s a dangerous combination.


	We start to second-guess things and not use our own good business judgment.


	If I could give consultants only one piece of advice it would be do your job


	with your customer and move on.  In the long run, this will bring you 


	higher earnings and earn you greater respect.  You will be appreciated and


	your reputation will be enhanced.”





Mobil is learning to trust their business judgment and get the job done rather than sitting around talking about it.  They are not wasting huge amounts of energy guessing and second-guessing.





Goals and goal setting becomes a high priority within the corporation.  Again, simplicity is the watch word, simple goals can produce some powerful results.  The goal is actually the destination and the vision which becomes the roadmap.  Goals cannot be calculated.  Mobil believes that what you calculate is generally inside your “box”.  If you stay inside your “box”, you will never be number one.  You have to force the organizational thinking to be outside the box.  That tends to cause “stretch goals” to be set, but that’s OK as long as people know that the responsibility ethic is there and failure to meet a “stretch” goal does not mean termination.  Goals within Mobil are well defined and broken down by business unit.  Some of the major goals for Exploration and Production, (upstream), Marketing and Refining, (downstream), and Chemicals are summarized below:





Exploration and Production:





	Sustain long -term production growth of 3.5% per year.


	(Production growth for 1997 was 4% ,overall ranking 2 out of 8.)





	Achieve financial returns that are among the best in the industry.


	(Return on Fixed Assets (ROFA) was 13.5%, overall ranking 5 out of 8.)





	Increase worldwide oil and gas reserve base.


	(Worldwide production volume increase 4% second only to Texaco)





	Secure profitable new business and develop growth opportunities.





	Enhance asset base through efficient depletion, divestiture, and acquisition.	


	(ROFA declined from 1996 as capital investment outpaced earnings improvement.)








Marketing and Refining:





	Consistently achieve financial returns that are among the best in the industry.





	Maximize the value of core assets by reducing expenses and improving operating      	reliability; divest or restructure assets that do not fit our long term goals.





	Expand into areas where we have a strong competitive base and/or areas with high 	growth potential , and where we can achieve attractive financial returns


.


	Strengthen competitive positions in lubricants until we are number one in the   	industry.





	Create a climate of high performance  and continuos improvement throughout our 	organization.





Chemicals:





	Consistently achieve financial returns among the best in the industry through 	greater productivity and cost reductions.





	Seek out and exploit growth opportunities where we have a competitive 	advantage.





	Capitalize on operating synergy’s with other Mobil units.





Note: The achievements against the goals are provided in parentheses.





People continue to be the key resource at Mobil and always seem to be up “on the screen” with top management.  Diversity and inclusion permeates most every business decision made at Mobil.  Most recently it has been addressed in a document called Pegasus.  How does Mobil define inclusion and diversity?  Inclusion is defined as “global inclusion” which results when we align our vision, values, practices and policies to achieve high performance culture where all people value diversity and share common sense of purpose, feel empowered to accept and exercise responsibility, and delegation o authority allows people to own their own performance.  Diversity is many different perspectives, approaches, talents, and aspirations we bring to our work.  Diversity includes nationality, ethnicity, race, gender, and many other aspects of out backgrounds and identities including age, style, religion, geography, family status, occupation , sexual orientation, physical and mental ability, and other differences. Leveraging this diversity occurs when we remove barriers to high performance and fully engage all people leading to a new and sustainable competitive advantage. Simply stated, it is creating an environment where all people feel valued, respected, included, empowered, feel fully utilized, and do meaningful work. The ability out-innovate and out-think the competition means a broader range of people working on the same issues and all sharing the same vision for the business.  The fundamental through diversity and inclusion is Mobil’s ability to constantly beat the competition by evolving business strategies  that comprehend these six factors will ultimately enable Mobil to be the Employer of Choice, Partner of Choice and Brand of Choice.  However, even though Mobil recognizes that success is defined through diversity as well as inclusion, in my personal observations this corporation has “some miles to go on this journey”.  I do not feel that the upper levels of management is populated with either women or people of color.  There are plans in place to make theses changes. 





Outsourcing is recognizing that there are other people in this world who can do things better  than we can. This is true either in the military or in a large oil corporation.  The key, however, is hiring others to do certain jobs when it works to your benefit.  One of the best examples I can find within Mobil is the credit card business. After a long look at the their credit card center, Mobil recognized that there were companies out there who’s core competencies included the business of credit and credit cards.  When you come to the realization that when somebody does something day in and day out and you only do it a couple times a week he is going to be better, more efficient and beat you at it every time.  So, with this kind of thought process, Mobil is no longer in the business of processing credit card information. There are some important lessons to be learned  from the way outsourcing is approached within the corporate.  The ability to outsource or the decision to contract out services is not or should not be a hasty or ill conceived decision.  This is one of the key issues that lends itself to a thorough risk assessment.  This topic will be discussed in greater detail later in this report.





Partnering and Joint Venturing has worked well over the years for Mobil. With the number of countries around the world who are producing hydrocarbons along with the different companies in this business, it would be virtually impossible to be a leader in this industry without entering into some type of relationship with these other industry leaders or governments.  Since most countries today have control over their natural resources, the way to do business is to partner with these governments.  Mobil has done well and understands the business of being a good joint-venture partner.  This provides them a competitive advantage wherever they decide to do business.  They are most proud of the reputation they enjoy all over the world.





Growth in the oil business comes in numerous forms.  Upstream will focus on new production, major discoveries, and drilling producing wells.  Choosing contractors for their ability to deliver quality work on time and within budget allowing production to come on stream in shorter time.  Downstream keys in on service to enhance growth.  Mobil has about 7700+ outlets throughout the US and speed, convince and fair prices are what the customer demands.  Providing one-stop shopping for convince items, takeout foods, gasoline, car wash and banking service is what appeals to a growing customer market.





The Mobil Technology Company was formed in 1996 for the purpose of enhancing short-term growth, while exploring breakthroughs that will drive long-term growth.  Mike Ramage, President, MTC, “ We intend to remain the pacesetter in bringing technology’s value to the bottom line”.





As with the Department of Defense, Mobil is constantly looking to and addressing the future.  This is not just trying to determine what tomorrow will look like, but more important, how to shape tomorrow. How to better position yourself for change.  You create your own destiny.  Market share, customer loyalty, and long-term growth for the stockholder can only be achieved, not by planning for the future, but by positioning yourself to be the leader and  set the course.  Make the future be what you want it to be.    





  Chief Information Office





The office of the Chief Information Officer was established in October, 1997.  The charter for this office reads as follows:


		The Information Office will ensure that information technology is effectively used to help Mobil Achieve its business objectives.





		To ensure the effective use of IT to enable business objectives, the Information Office will:


 


Develop a vision and a framework for thinking about the effective use of emerging information technology.


Track the use of information technology by industry leaders within and outside the oil and gas sector.


Work with the business units to determine what emerging technologies are important and where we should focus.


Work with Mobil Global Information Systems (GIS) to determine the short term steps needed to design and deploy these technologies and the organization and human resources required to successfully deliver them.


Team with Mobil Technology Company (MTC) and Corporate planning to provide an integrated planning document for use during the Strategic Outlook Review (SOR) process. 





	The expected outcome from this effort will be:





Mobil’s use of information technology will lead to competitive advantage.


Information and knowledge will be considered a corporate asset and be managed as such.


Information technology capabilities will be aligned with the company’s longer term strategic direction. 





Any new beginning or start up is not an easy process.  Several milestones were established, both near as well as long term.  In 1998, the plan calls for developing long-term Information Technology “Visions”, which will be a look at technology possibilities for the future, 10-15 years out, to be unconstrained by current processes and limitations. The “vision” will be used to show the universe of what will be possible, to stimulate thought about the business opportunities which will become possible and the threats which must be avoided, and to determine the levers that will become available as we go forward to achieve the corporate goal.  In order to achieve this objective, an integrated planning document must be developed addressing the future of the oil and gas industry in light of the global climate debate, dramatic changes in personal transportation, and major developments and impacts of emerging technologies.  





The 1998 effort includes addressing the issues which business leaders identified as high impact areas:


How do we work together as a global team?


How do we transfer the knowledge to a younger more global workforce?


How do we leverage the opportunities inherent in a diverse workforce?  





Two specific projects will be completed in 1998:





Spearheading knowledge management efforts leading to development of a comprehensive framework and vision.


Addressing the question of how to communicate and collaborate more effectively in a global environment.





The results of these exercises will provide valuable input to establish future needs and directions. 





Reviewing the current climate within the Department of Defense, as we move rapidly toward the next millennium, we face the same critical issues that corporate America wrestles with daily.  Reviewing what approach Mobil is taking should allow DoD to “peek under the tent” to plot a course of action that builds on their experience, captures best business practices, flattens the learning curve, and propels us well out front of any near peer.  Corporate America realizes that a strategic vision must become their road map to success.  We have spent countless hours discussing the merits and mechanics of developing both a strategy and vision that will address the future of the oil industry and beyond.  Unlike the uniformed services, corporate America must  continually establish it niche in the market place knowing that the competition could only be one “click of the mouse” away.  If we are to benefit from the opportunity of spending 10 months with this corporation we must look closely what they do well and what they could do better.  The next few pages will be focusing on numerous projects currently underway, taking advantage of their experience and benefiting from their business approach to day to day challenges in information technology.





Knowledge Management


One of the “hottest” topics in corporations today is knowledge management (KM).  It is at the very top of the “hype cycle”


 


1998 GartnerGroup Hype Cycle


�


Top -performing businesses are vigorously pursuing knowledge sharing.  Through out Mobil and the numerous corporations I have visited during the past year there is a lot of “energy” around knowledge and information and how it is managed.  Paul Penderson of Knowledge Management Review  defines knowledge as the integration of ideas, experience, intuition, skill, and lessons learned that has the potential to create value for a business, its employees, its products and services, its customers and ultimately its shareholders by informing decisions and improving the actions.  As we continue to drill down on this subject I am finding that there is definitely merit for not only the US Army, but the entire Department of Defense.  From my “foxhole” I do not see this, Knowledge Management, as the “topic de jour” or “flavor of the month”.  Mr. John Browne, CEO, British Petroleum Group feels so strongly about KM that he has become one of, it not the leading CEO, to believe in the values of knowledge, information and the sharing of it throughout an organization.  He says, “ To generate extraordinary shareholder value, a company has to learn better than its competitors and apply that knowledge throughout its business faster and more widely than they do”.   As an army and especially an Army XXI we do this better than any, however, as we look at Army After Next, (AAN), we need to focus on how we share knowledge and information, not just on the battlefield, but more importantly, in our day to day business of  “running” the Army.  We are talking about taking an informal process of sharing what we know with peers, seniors and subordinates and “formalizing“ it.  There is great risk in trying to give order and discipline to something that has worked well for us over the past decades.  I realize that “networking” at the motorpool, calling peers on DSN, and sharing “war stories” over lunch in the dining facility serve us well, and keep information flowing, or at a minimum in constant motion.  Exploring what corporations are doing and how they are trying to maximize what they know and who knows it is really where I am headed.  


How we use knowledge is knowledge management today.  In order to tap the potential of future technologies,  Mobil is asking itself some important questions: 


What functions can be automated which depend on information?


What information do you need?  Who has it?  How do you get it?


Do you have multiple sources of conflicting information?


Is there anyone who has done this before?


How much time do you spend sifting through irrelevant information?


Can frequently changing information be hyper-organized to make it more useful?


What do you do with it after you get it?  How do you pass it on?


These are tough questions.  We may answer each question satisfactorily, but given a holistic approach, it is tying it all together in a single package that builds the challenge.  Keeping in mind that we in DOD are in the same “hunt” for knowledge that the rest of corporate America.  Striving to obtain, plus developing both formal and informal “pathways”,  for movement of  this knowledge throughout the corporate boundaries and  beyond becomes the challenge. 


What is knowledge management?  But first, what is knowledge?  Knowledge is what you retain when the data and information are gone. i.e. what you have learned. There are as many definitions as there are people facing the challenge of trying to integrate it into the work environment. Mobil defines knowledge management as a systematic approach to sharing knowledge across the organization to add value.  It’s achieved by providing the individual with ready access to the enterprise’s entire store of knowledge, including what is not documented.  To make KM effective, Andersen Consulting adds that one must continuously improve knowledge capital.  Which is the collection of methods, tools, training, facts, ideas, observations, and experiences that are of value to the organization to conduct its business.  Simply stated, leveraging  best practices, critical processes, in a daily operating environment. The essential competitive advantage for the corporation or the US Army is the value of what its professionals know and the velocity at which the organization can build on what they know.  Why knowledge management and why now?  Gartner Group, an information technology “watch group” recognized industry wide for their “bounding overwatch” among leading corporations, believes that KM speeds the recognition, capture, and distribution of innovations throughout the enterprise.  It enables rapid deployment of high-quality solutions. Especially in a geographically dispersed enterprise, KM is the infrastructure that supports the systematic capture and leverage of solutions.  KM is relatively low-risk since the extent of the risk is limited to the investment in KM facilities and processes. Those facilities include people networks and supporting computer technologies.  In order to maximize the return on intellectual capital KM is the applied discipline.  Therefore intellectual capital is an asset and KM helps maximize the return on that asset, i.e. return on intellectual capital, ROIC.  Keeping in mind there are three levels of KM:


Deriving value from current knowledge (the mining)


Generating new knowledge (the creation) 


Continuous learning


But through it all, the intellectual capital must be there.  More importantly though, is moving this process or management to a higher plain.  Keeping in mind that knowledge must have value, then it will be perceived to be useful.  If we in the uniformed services live by the old adage that “knowledge is power” then I submit that KM will be “dead on arrival” (DOA).  The knowledge is being passed among two different “camps”,  knowledge seekers and knowledge providers.  For KM to work effectively, all involved must believe something of value is being exchanged between both “camps”.  Programs that focus only on documented knowledge and not behaviors will constantly result in the delivery of low perceived value.  Trust is the key factor when determining the value of the knowledge.  There are corporations currently marketing KM data base builds.  However, as I take a closer look at what is being offered, it becomes extremely resource intensive.  The personnel overhead to input, filter, evaluate and catalog the data becomes almost untenable.  A Knowledge Officer (KO) in the corporation has the overall responsibility for these tasks to include evaluating and “scoring” the value of the knowledge being inputted.  A “color code” i.e. gold, silver, bronze is awarded to the level of value the knowledge represents.  This award is made by a “committee” of members of the corporation and must be done often to keep up with the huge amount of input that is submitted to the data base.  The score for the code is tabulated from input from the committee members who are subject matter experts.  As one can well imagine, this is a lengthy and cumbersome process.  It looks good on paper, briefs well, but in further discussions with those committee members you quickly find that this requires additional hours of the day or weekend just to stay current with the “knowledge submissions”.  When wondering where to start and what knowledge to catalog first, this company started with the travel office, as it seemed to lend itself to being the resource data base for flight schedules, rental cars, hotels, etc. etc.  But as stated earlier, if the program only focuses on documented knowledge there will be a low perception of value.  I only raise this issue as an example of where to begin “first steps” as an easy target of opportunity. 


Laying out the KM process you quickly realize that it becomes cyclical.


The cycle being creating, harvesting, sharing, and leveraging.


 Success then defines itself in the how well we employ the “drivers” which include, rapid growth;  provides the capital required for enterprise-level KM, and creates the demand for the knowledge as well as the “networks”.


 Geographic dispersion; makes the informal sharing of knowledge fail forcing the development of formal programs. 


 Culture; essential to sharing and striving for collective excellence.  


Strategic mind set;  only a “company” that thinks strategically would employ KM.  Industry competition;  capitalizes on the effects of minor improvements.  


Political style; the way the company gets along within themselves- inhibit or encourage knowledge sharing, explicitly or implicitly.


Why do we need KM?  Several reasons jump to mind.  The first being limited resources.  With all the “downsizing” or “rightsizing” the uniformed services are currently wrestling with or have been facing over the past few years it may become necessary to develop a repository of knowledge or information.  Closely tied to this would be our ability to leverage our expertise.  We know that much of our knowledge walks out of the Services every time a good soldier, sailor, airman or marine leaves or retires.  If we have no mechanism or capability in place to capture what we loose then we spend needless dollars and time trying to keep “reinventing the wheel”.  Other reasons include allowing people to parallel track projects, empowering the total workforce, or that portion of the workforce that has the capability to “tap” into the knowledge base.  It also allows the commander to empower the staff, which may provide a global advantage coupled with the time saved in searching out a subject matter expert.  All of this becomes important today because I believe there is an information/knowledge environment revolution.  Just reviewing the parameters that impact information/knowledge we see that speed is instantaneous, reach is global , amount is multiplying exponentially , accessibility is easily provided, and the cost to capture, store, transfer, and search is defined in Moore’s Law:  doubling the performance for the same cost every 18 months.  To make it all work the two key components are people networks and supporting standard computer technologies.  


Drilling down on KM, for the purpose of this discussion, there are three phases:  


Phase I : Knowledge Retrieval -- At this phase, knowledge is mostly tacit (in users’ heads) and information resources are islands that coexist in the enterprise. There are three information access barriers; geographic distribution, time, and possessiveness.  In order to break out of this first phase, these barriers must fall.  Technology and cultural changes will speed this breakout.  The problem in the first phase is insufficient quantity of knowledge but not the quality, thus perpetuating the quest for resources, i.e. people. Information and knowledge in this phase is shared through the phone, face-to-face, fax, paper and e-mail.  Most knowledge is creator owned, meaning we have a knowledge creator/provider and a knowledge seeker.  To work effectively there must be interaction on both parts to overcome a major hurdle for knowledge adaptation.  To move away from the “knowledge is power” syndrome, informal recognition and reward mechanisms may work for a while, however, successful KM will recognize knowledge contributions as an explicit criterion for the evaluation of individual performance.





Phase II:  Connectivity -- relationships among people and information objects.  Emphasis will now shift from storing and retrieving information to discovering and maintaining relationships among people and their information objects.  Information resources will be on-line, indexed, and mapped.  We now identify people by expertise, community, skills, and affiliation.  Sharing this knowledge is facilitated through the identification of people as high-value sources of specific content and expertise.  Sharing media in this phase is group ware, workflow, document management.  Push media are agents and broadcasts.  With geographical and cultural barriers now overcome, the goal is relationship management.





Phase III:  The coordinated enterprise -- coordination among people, objects, and processes.  Knowledge sharing now becomes an underlying component of the organization’s culture. In this phase models will be in place to enable communities linked by process, interests, projects committees, to collectively act with all the related knowledge residing in the enterprise.  Models describe the relationships among things, particularly the change in one entity due to a change in another.





To reach some high level of  “success” with KM, the intent would not only be the management of knowledge, but working collaboratively throughout the enterprise.  Using all the tools available in the toolbox to include; internet, intranet, workgroup software, will be of little value if we can not overcome the barriers of and cultural roadblocks to sharing knowledge.  The architecture to make this successful is a two axis attack; knowledge and technology.  Through the use of web browsers entering into the knowledge maps, doing parallel searches, allows the knowledge seeker to link with the knowledge provider.  Doable, yes. Challenging, without a doubt.  Why?  Seeking a change in normal cultural behavior where knowledge is power to gaining higher value from existing knowledge.  In this case, “the whole is greater than the sum of the parts”.  Convincing the Services and 222+  years of experience to share information on a regular and routine basis will be a significant hurdle.  I believe we must reward those who share just as we reward those who know.  We pride ourselves in the way we mentor or young soldiers, we must develop that same pride when it comes to sharing knowledge.  Just like leadership, it becomes a core competency.   If we can’t overcome this barrier, we loose.  





With respect to Knowledge sharing, Mobil believes there are six objectives:





Determine what knowledge is valuable to the enterprise


Create a process to capture knowledge and provide motivation to do so


Make availability of knowledge easy and provide motivation to use it 


Concentrate on high value information, which must be selected by judgment from what becomes available


Maintain the currency of knowledge by removing obsolete knowledge


Assign ownership of  bodies of knowledge to those who use it regularly





The first essential step, once the valuable knowledge is defined, is to capture knowledge and to encourage people to do so, and second is to make it easily available and to encourage people to take advantage of it.  Both of the acts should be encouraged with explicit value being placed on these activities through the performance evaluation report.  It’s no secret that most knowledge has a half-life eventually becoming obsolete, therefore, requiring it to be maintained on a regular basis.  This updating task must be accomplished by the knowledge provider.  Relevant knowledge is only that which adds new value or insight, therefore choices and judgments must be made as to what is added to the knowledge base.





In order to tap the potential of future technologies, Mobil is asking the tough questions:


Do you know what knowledge you have now?  Who has it?  How to get it?


Are you systematically transferring knowledge inside your own organization? How? Who?


Are you systematically acquiring outside knowledge?  How?  From whom?  Is it being used?


Are you creating knowledge?  How?  Where?  Who?  Is it being captured?  Shared?


Are you leveraging knowledge?  As a product?  In your products?


Are you measuring your knowledge assets?  Your return on knowledge?  Are you investing in it?


Are you using technology to acquire, disseminate, and transfer knowledge?  To everyone?  Everywhere?  Anytime?


Are you encouraging or discouraging knowledge sharing?  Are people sharing?  If not, why not?


Do senior leaders understand and support management of knowledge as a business strategy?





Must we answer every question in the affirmative?  No.  Must we ask ourselves these questions?  Continuously.  It becomes a process of always “leaning forward” and searching for ways not just to add fidelity but make it as thorough as we can while keeping it “user friendly”. 





KM requires continuous effort to promote sharing and the persistence of quality information resources--corporate memory.  It is often quite natural for programs involving both human and technology change to revert back to a previous state, seeking the course of least resistance.  Without continual reinforcement and rewards, users will loose the motivation to share.  Intellectual assets that are not shared with appropriate longevity will be wasted.  Sharing is the vehicle for leverage.  Making the commitment up front to capture, utilize, and share the intellectual capital of the enterprise or organization has to be “first steps” to developing a KM program.  The obvious success of the program boils itself down to a few simple truths;  trust, people, value, and sharing.  Without these basic tenants, we just can’t get there from here.  








Standard Managed Environment





    Mobil’s Standard Managed Environment (SME) is an integrated computing approach to global communications.  It is a key strategic initiative of the Staff Redesign Project (SRP), which increases functionality , facilitates worldwide communication, delivers cost effective, efficient services to the users and reduces the company’s desktop expenses by $71 million annually.  





The SRP was a significant reduction of personnel coupled with forming a “shared services” company within Mobil removing duplication of efforts across the business units as well as “streamlining” the workforce.  A direct and immediate impact of a redesign requires integration of work efforts, sharing information, and leveraging “best practices”.  The “fallout” from this effort drove the requirement for a SME.  Prior to SRP, technology was being “built” by 30 separate departments.  It was not integrated and had a limited amount of shared systems or infrastructure.  So, what does this provide Mobil, a platform for growth.  The ability to adapt quickly to changes in the business as well as provide readily available solutions for new business initiatives around the world.  This includes new projects, major acquisitions, and joint ventures.  Why do I need SME?  Can’t I accomplish all of this without the resource intensive investment of possibly “fixing what’s not broke”?  SME is a program that has positioned itself through tremendous foresight that has allowed Mobil to meet the information technology challenges, changes and computing environment well into the next millennium.  It may be safe to say that without the SME, it would have been damn near impossible to meet the Year 2000 (Y2K) milestones and timelines.  SME was the “platform” that from which SAP R3 could be launched.  The remediation effort and changes that SAP introduces and  the impact it has on legacy systems was facilitated for success by SME.  This is truly a measure of farsightedness on the part of some very intelligent people here at Mobil, and it starts in the Chairman’s office and works it way down, quickly.  


Why did Mobil feel they needed a standard managed environment?  Simply stated, to deploy applications efficiently and rapidly introduce solutions to support the changing nature of their business.  A common set of tools, a company-wide e-mail system, and Internet access.  Historically, information technology at Mobil developed autonomously within affiliates.  Each organization or business unit made its own decisions about projects, software,  architectures and hardware. Does this sound familiar?  Even though we have a gigantic challenge to ever hope to achieve a standard managed environment throughout the Defense Department, focusing on the individual Services would be my recommendation as a point of departure.  The benefits provided through SME would certainly provide a measured Return On Capital Investments, (ROCI).  Also, it would provide many benefits to the end user by eliminating unnecessary duplication and complexity, and cost reduction in the area of client support.  Standard workstation and server configurations will create an environment that provides services in a reliable, consistent, and cost effective manner.  


What about the benefits that a standard managed environment brings to the organization.  Let’s examine this exactly as Mobil did and lay out precisely the advantages they identified and eventually convinced the work force to “buy into”.  However, I do not want to create the impression that SME was or is totally supported as the “solution” for Mobil’s IT challenges throughout the corporation.  There are still “pockets” of “push backs” in adapting to or implementing SME.  What are the benefits?





Common Infrastructure:  Facilitates access to corporate, departmental, and application data as well as sharing information, such as policies and procedures across the company.





Common Local Area Network (LAN):  Reduces time and cost associated with introducing new applications.  





Single point of contact for user problem resolution:  Simply stated, a help desk that is available 24 hours a day, seven days a week.  It handles queries, monitors and solves problems remotely.   Individual workstations will include CD-ROM, sound, and fax capability where there is a valid business need.





Access the local and remote resources, services, and data:  This not only supports the office environment but also allows remote access for telecomuting.  Provides the frequent business traveler access from his laptop while on the road.  





Standard electronic mail package:  Eliminates the barriers between multiple mail systems. 


  


The Standard Managed Environment, all of its core products and procedures are managed by the Global Information Services (GIS) organization within Mobil.  As previously stated, this is a shared services organization which “bills” it’s services across the company.  GIS, working as a strategic partner with every business unit, provides cost-effective, best in class information technology services worldwide.  This ensures Mobil’s success by using a core set of procedures for procurement, support, service, installation and application development.  By leveraging size and collective assets in information technology GIS positions the company for growth opportunities is a global environment.





In summary, SME has certainly positioned Mobil to take advantage of every opportunity in information technology.  Globally, there are examples where Mobil has elected not to install the entire suite of SME.  This decision is made by the individual business unit and passed on to GIS.  In some instances, the business unit, overseas, has only “signed up” for Lotus Notes e-mail and elected not to install the complete software package.  This is predicated on several factors, communications available within the country, local workforce’s competence in using the technology, or simply a business decision based on cost and requirements at certain locations.  





I believe that SME has also enhanced Mobil’s opportunities for success with Y2K and SRP.  Even though prior to SME and SRP, they were exploring a Common Computing Environment, (CCE), it was the “M” in SME that positioned Mobil to posture itself to being closer to working the Y2K challenges and being able to meet them head-on vice having to work out  “band-aid” fixes.  I also believe that this vision of implementing a SME will pay long term dividends for Mobil in information technology for many years to come.  As the Defense Department and the individual Services review the best opportunity to seize a SME and move away from the legacy “stovepipes” we currently operate under, in the long view  what is needed to ratchet us up to the next level is NT.  Smart minds feel that NT will become the master platform of the future.  This a platform that will provide the capacity for growth over the next five years allowing us to move out quickly.  Our options are fast running out. 








YEAR 2000 (Y2K)


The Millennium Challenge, as addressed by The Merrill Lynch Forum (MLF), sees this as the largest and most important issue facing business and government worldwide.  Averting a “Millennium shutdowns, could cost up to $600 billion worldwide”........ which could earn it a spot in some of the world’s most expensive disasters. The problem really stems from lack of foresight in the early limits of technology.  One of the largest barriers to the fix has been lack of understanding from the upper management levels.  The idea was that sooner or later someone would come up with the “silver bullet” and solve the problem.  Unfortunately, this has not been the case.  Coupled with the cost is pervasiveness of the problem.  Every where we find technology we find potential problems.  It literally has the potential to bring us to our “technological knees” if we don’t meet it head-on.  MLF goes on to say,  “The Millennium Challenge poses a genuine risk to the networked world.  Private and public sector organizations do not work in isolation.  Economies are based on a complex web of interrelationships among customers, partners, vendors, financial service providers, government agencies, utilities and others.  In most cases, computers are links between these institutions.  If the performance or dependability of one link falters, the prosperity of all organizations are at risk.”





Mobil took these words and challenges very seriously early on.  In the spring of 1997 Mr. Lou Noto, CEO, hand picked a team that would directly report to him on solving the Y2K problem with this corporation.  The technology battlefield was surveyed by top management and a two-pronged attack was decided upon to secure victory.  Two axis of advance were developed headed by two different teams:  Year 2000 Project and Project Everest.  





The Y2K poses a serious threat and pervasive problem not only across all industries but within Mobil and among Mobil’s customers, joint venture partners, vendors, suppliers, and governments with whom  they do business.  The challenges these present are numerous:


Project has an immovable deadline


Y2K is expensive and difficult to fix


Y2K impacts virtually every business segment


Significant business changes are required


External exposure from suppliers, partners, customers 


 


However, with challenges, there were opportunities and Mobil took advantage of these opportunities to review there entire technology base.  The firm deadline would drive rapid decision making and a “good enough” solution.  The expenses required leveraging of best practices solutions to drive down costs along with the potential to enhance business process and performance.  





The strategy was to seek value-added solutions to resolve Y2K exposure.  In the area of applications the approach was to do one of four actions:  retire non-critical legacy applications, “live with” non-compliant systems, renew non-compliant mission-critical systems with industry standard applications, repair remaining key applications.  Within process control the strategy was to seek vendor supported, common industry solutions or implements workarounds i.e. skip data readings or turn off computers.  Addressing Joint Ventures and third parties, it becomes necessary to challenge third parties to become compliant and validate and verify based on risk and impact.





The approach to Y2K compliance is strategic in nature and consistent with the “corporate vision”.  The approach is to take the “as is” environment, both business a and systems, use Y2K, SAP, SME, and change management as an enabler to arrive at “to be” environment.  Mobil defines success in the “to be” as aligned systems, improved decision making, flexible and modular compliant systems, and common industry solutions.  To achieve success the overall plan was to identify objectives, develop a time line and set realistic milestones.  A hand picked team, by the CEO himself, of the best and brightest personnel were assigned to this long term project.  They came from all areas within Mobil, Upstream, Downstream, Midstream and shared services.  Even though Y2K is perceived as an technology problem, it directly impacts the business side of every company.  Recognizing this fact early on, Mobil put its fate in the hands of its business leaders vice its technology staff.  They report directly to the CEO and he is constantly monitoring their progress, assisting and providing guidance along the way.





The second axis is called Project Everest.  Another team of Mobil business unit members, shared services, and contractors who have a direct impact on changing business processes.  The keystone of this effort is Systems Applications and Products (SAP), a comprehensive software package that supports common processes across functions and business units.  SAP will be implemented without modifications and will become the defacto Mobil standard.  The key here is understanding that SAP provides a “vanilla” solution, in most cases, to software operating systems industry wide.  Even though it can be modified, this has usually not been the case.  It ends up being a “one size fits all” solution. It is an “off the shelf” package.  The “drivers” on this are time and cost.  SAP is without question the market  and technology leader in client/server enterprise software, integrated and proven. Granted, even though this has become a solution to the “millennium bug” it may be only the beginning of a long term “marriage” between SAP and not only Mobil, but other companies who choose this solution.  Similar to Y2K, SAP identified those systems that needed to be remidiated or renewed and started by “picking the low hanging fruit” and working out and up from there.  Again, milestones, timelines and objectives all identified and the community has been kept informed.  However, significant changes to the business process are required.  Probably the biggest challenge with SAP is understanding and communicating the magnitude of the required business changes.  As with everything in this business,  it doesn’t come without risks.  Those included business rejection of required process, change expands scope, scope creep, over runs, long time to market, and technology changes during implementation.  This last concern has been covered by Mobil top management in stating at the very beginning of both projects, Y2K and Everest, that there will be no changes of technology within the company during the implementation phase of these two projects.  After  proven success in 2000 will Mobil entertain new software or process changes.  As for now, even though time is not standing still, adding any new systems has come to a halt.  With any organization leadership sets the tone.  In this case, communications, education of the workforce, and a “no modifications” policy after design phase not only holds down costs, but mitigates risk.  





The cost of both these projects runs into the millions of dollars and not just Mobil, but at least 10,000+ business worldwide are betting their future on the success of this effort.  





This is without question the single largest challenge that the information technology world has ever faced.  Gartner Group, “.....estimates that some large organizations will require several hundred person-years of programmer time to fully correct the problem..........the year 2000 bug will cost between $4000 billion and $600 billion to fix worldwide. The final cost may well reach $1 trillion  because most estimates only incorporate the direct cost of becoming Year 2000 compliant.” 





The fact that no quick fix has been found, the impact of this problem will be worldwide with who knows how many  “aftershocks” will be experienced and for how long.  Mobil takes it seriously, I trust we are placing the same effort within the Department of Defense.





Outsourcing





“Outsourcing-- hiring others to do certain jobs when it works to your benefit”, says Lou Noto.  The intent is to find the best who can do the job and then let him do it.  Noto goes on to say, “When you do something ten times a day and the other guy does it a million, if he has any kind of sense, he’s going to beat you”. 





Commander Dan King, USN, in an article from Proceedings magazine titled, “Outsourcing is Not a Panacea” points out some “truths” about outsourcing that may be overlooked or in some cases misunderstood.  He states that in some cases, the Navy rarely knows it’s cost of doing business in some areas and  those are the areas that become a “soft target” for outsourcing.  King further states that outsourcing is not a cost reduction strategy--it is a decision on the way to get work done.  He goes on to point out that many outsourcing actions merely transfer the cost of performance to the contractor without any reduction in total cost.  Having observed this closely for the last year I believe his analogies to be right on the mark.





Mobil’s approach is well timed, calculated and methodical. Before tackling any outsourcing agreement a complete strategy must be developed and executed.  The first step being to identify the objectives, the work to be outsourced, with  the underlying premise being win-win-win. (e.g. meets the company’s objective, vendor’s objective, and benefits the employees).  However, a determination of what the costs are for continuing to do  “in house” the work that is being considered for outsourcing must be completed prior to “first steps”.  The key to being successful is to strip out the tasks currently being performed  that do not pertain to the work being considered for outsourcing to insure a clear understanding and developing accurate metrics  i.e. “apples to apples”.  Using the Mobil model, the following are recommendations on how to structure and plan an effective outsourcing project.


Market analysis:  done to independently evaluate vendors and leverage others’ experiences to better execute the sourcing plan.


Human resource analysis:  define goals you wish to achieve at outsource firm for impacted workforce.  Identify impacted employees, prepare data and policy information.  Determine costs associated with compensation and benefit terms and communicate to impacted units on an on-going basis.


Financial analysis:  define financial analysis aligned to the project objectives.  Create a financial scorecard to evaluate vendor proposals.  Determine if “in house” base case needs uplift for improvements required in current service levels.  Identify additional vendor costs including infrastructure additions, office space, HR transition benefit plans, staff for contract management.


Outsourcing contract risk management:  scaleability is to obtain prices for reduced and increased workloads.  Identify any inventory discrepancies and project costs -- if it is not defined in the contract it will be an incremental cost.


Project staffing:  outsourcing requires a multitude of people from various disciplines to review, analysis, and evaluate market analysis, financial analysis, human resources, service level management, requests for proposal, due diligence, negotiations, and contracts.





In some instances, the necessary or required expertise may not reside within the organization which requires outside contractors or consultants to become members of the team.  An additional expense of outsourcing that must be figured into the cost calculations. 





Outsourcing is not a “silver bullet”.  In some cases you are actually “buying in” to more problems than you are hoping to solve.  Commander King sums it up well, in most cases you only loose employees, not cost.  And in some cases, costs will increase.  You do not have the same control over contractors as you do “in house”.  There may be less management improvement, you merely “buy” the same caliber of personnel if you are lucky.  I do believe that shared service organizations lend themselves more to outsourcing than core competencies. 





Gartner Group has placed a great amount of energy around studying the trends of growth in the oursorucing market.  The common theme woven throughout their research along with countless others comes down to the reason to outsource should be to enhance business benefits, not to reduce costs.  This growth is driven by demand/supply imbalance of required services, rapid pace of change, and focusing on core competencies.  The current trend is forming joint ventures with a 50-50 stake, shared risk, shared benefits.  “Vendors are even partnering to leverage their strengths and provide a seamless, full function solution”





Some key lessons learned form the Mobil model are well worth reviewing.  They believe the key to success is  total commitment and “business unit buy-in”. The approach taken should be the same as with any capital project-- assign a Project Manager and develop the same milestones for success.  And always do what is best for the “company”.





There are two final topics which I need to expand on so there is understanding as well as closure to the model.  The first being the feasibility phase, it must be fully understood before proceeding.  Focus must be on numerous opportunities near simultaneously.  Study current service levels ensuring that the work to outsourced is identified, understood and agreed upon.  What are the current costs and cost drivers?  Must drill down and know your own business capabilities and expertise.  Can the outsourcing objectives be met in-house and why the vendor can provide more effective service?  This would be recognizing and scaling any value added by the contractor, cost of performance, and any reductions in total costs.  The second topic and can not be over emphasized is market analysis-- invaluable and must be started early.  Simply stated, market analysis is done to independently evaluate vendors and leverage others’ outsourcing experiences to better execute the sourcing plan.  Profile the major vendors, asses their capability to deliver (technical skills, management skills, scope), geographic footprint, cultural fit, diversity and inclusion, and career opportunities for the staff.  Analyze other outsourcing deals to include the deal structure (dollar value, scope, time frame), process used to select the vendor, new technology, vendor negotiating and contracting practices, and risk mitigation. Confer with industry experts and review press scans to identify outsourcing trends and industry practices.  Who does all of this and how is the best way to proceed?  Set up a market analysis team with the responsibility of collecting, analyzing and organizing market data to support commercial and transition activities.  Their mission includes identifying various target audiences for market analysis.  This would include focusing on strategic and tactical objectives, lessons learned from similar activities, managing the outsourcing effort, handling out-of-scope requests.  Collect information from vendors, clients, industry experts, and publications.  Pick up the phone, conduct interviews, identify data sources and scan the press.  Organize the data by structuring collected information to meet target market requirements for analysis.  Evaluate what you have and interpret information from lessons learned.  Communicate information both real time and in passive forms while preparing specific briefings on demand.  During this entire process, these market analysis activities must be open to iterative revision as business requirements are refined and crystallized.  It becomes a “living “ process.  





The last part of the model to be examined is the financial analysis.  The dollars must be aligned with the outsourcing objectives.  The financial evaluation may become the final decision point before entering to an outsourcing agreement. The following analysis should be weighed:





Total cost comparison:  Ensure that “net” transition costs will be amortized by these commitments 


Unit price analysis:  Ensure the unit costs reflect the true costs- not allocations- associated with differentiated service levels


Scaleability:  Test vendors pricing structure and prices against varying workload assumptions


Transfer assets:  Ensure that vendor’s sale/leaseback and refresh program is at the same cost or lower


Cancellation terms:  Quantify one-time costs of terminating the agreement


Contract duration:  Focus on a five year term


Scope implications:  Clarify the impact of excluding international or unique locations 





The only issue left to discuss is knowing when to say, “No Deal”.  Mobil has learned how to say this phrase, but only after time, research, and employing the model to its fullest.  





























          SUMMARY





If I had to sum up my year in one word it would have to be education.  The amount of knowledge and skill that I obtained during this period  has far exceeded my initial expectations and surpassed the goals and the vision I set prior to my assignment with Mobil. I was extended every opportunity to learn, explore, participate, question, challenge, and achieve in a corporation whose values are based on morals, strong work ethics, honesty, integrity, and respect for all.  To be recognized as a professional whose opinions, ideas and suggestions were sought to be part of the day-to-day business solutions was an outstanding compliment.  The lessons learned through an open exchange of ideas has made this assignment one of the most memorable of my career.  I will always be indebted to a great number of colleagues and friends who took the time to educate me in the corporate way of doing business while ensuring that I could apply this knowledge within the Defense Department.  They respected me and this program enough to question, participate in military forums, probe, and try to understand what an Army Colonel, in the uniformed service to his country, does.  In numerous encounters, I was the first and maybe the only officer they have ever met.  I trust by my presence here for the last 10 months that I made a difference.  That was my goal and the keystone of my vision.  
















































































CONCLUSIONS





The opportunity to exchange ideas and “best practices” during the year was an exciting challenge. The ability to share knowledge and experiences with the best and brightest in the petroleum industry was a “high-water mark” in my career .  On numerous occasions I was asked to give impromptu feedback during meetings or briefings as to style, presentation, “chartology” and content compared to how we, the uniformed services, would have conducted the same meeting.  This open exchange of ideas and professional dialogue summed up our reason for being here this year.





I believe there are three “take aways” for Mobil from my observations and day-to-day working in corporate headquarters.  The first being leadership.  It is discussed and freely admitted  that they do not have a corporate leadership program.  Realizing that it is lacking at all levels of management, I suggest a program be established and begin with “Leadership 101” and progressively go up from there.  It would include all levels of management as well as those individuals who are being groomed for higher levels of responsibility. Mentorship has also been discussed at different levels within the company.  The intent would be to wrap leadership and mentorship in a package and offered throughout the different companies.  The next issue is one of diversity.  It was stated by the Chairman during his latest public form that through reorganization no women are presently members of the Executive Committee (3 Star level) of the corporation. .  Currently plans exist to groom women for higher levels of responsibility, however, as noted in this paper, there is a program, Pegasus, to address this concern but to date it is a slow mover. There are strong feelings among the employees that women must be included within the senior levels of the corporation. The third issue deals with continuing education of the workforce.  We, the uniformed services, are envied by this corporation in the way we continue to educate our personnel.  With the mid-level and senior level schools we provide to continually update and improve the quality of our personnel this can not be matched by industry.  There are no opportunities outside of sending employees to universities to extend the education of Mobil personnel.  Unfortunately, unless the person elects to continue the education endeavor it normally ceases upon employment. 





We formed a professional relationship and mutual respect for each other during this period recognizing that this year has been a high-level exchange of ideas, solving problems, and recognizing that we face many of the same challenges. We can learn how to conduct business in a business world if we take advantage of lessons learned from a Fortune “8” corporation -- Mobil. They expect nothing less from us. 





 I am confident that my presence during this past year did make a difference.
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