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Preface

The Secretary of Defense Corporate Fellow Program (SDCFP) fulfills Senior Service School in residence requirements, and is a unique chance for Lieutenant Colonels and Colonels from across the Services to gain an important and strategic understanding of the business world.  For a year, we are immersed in the culture and business environment of our sponsor organizations.  Daily we are privy to the business decisions of some of the most forward leaning corporate leadership in the world.  The ultimate goal of the program is to change the thinking of a small group of officers each year (usually seven), and have us return to military service enlightened to the potential of using industry best practices to change the Department of Defense (DoD) bureaucracy.  We are challenged to, and indeed expected to, institute change throughout the Defense Department, a kernel at a time.  We are not placed in our sponsor companies to critique their shortcomings or consider DoD practices that would improve corporate operations.  

We also recognize that there are differences between corporate America and the Department of Defense.  But even so, we found definite areas where best practices from industry can, and should be, scaled and implemented within the DoD.  

Thus, given the purpose and goals of the program, my fellowship at Oracle was a resounding success!  The research methodology used in my paper, and to develop our SDCFP “Magnificent Seven” class common findings report and briefing for DoD senior leaders, is primarily based on personal experiences during our fellowship.  This year’s SDCFP fellows had the opportunity to hear from eminent CEO’s, as sponsor company top leaders took the time to talk with us during our “Company Day” visits.  We then worked side by side, usually with top decision-makers in their organizations and were allowed to lead projects and take ownership. 

Although a great many references are cited herein, this paper is based almost entirely on my observations of the Oracle culture and what I learned while working in the Oracle business environment on a daily basis.  I made it a point to immerse myself in the technology and learn the tools Oracle employees use.  And, just like the retired military Flag Officers now employed by the company, I found the self-service tools liberating, empowering, and productive.  

I would be remiss if I didn’t recognize the great support I have received, beginning on day one, from Oracle’s employees and leadership.  My sponsor and “reporting official,” Mark Johnson, Group Vice President-Federal Systems, went above and beyond to open doors and ensure I was included in all strategic and operational meetings and decisions.  Even when his calendar was packed, he always dedicated the time necessary to help.  Mark’s “operations officer,” Cindy Kuzemka kept me on course, showed me the ins and outs of Oracle’s great self-service web tools, and consistently provided guidance on where I should go, what I should see, and whom I should talk to.  The force behind the Federal Group team, Etta Feldman, Mark’s Senior Administrative Assistant, kept me out of trouble beginning the very first day, and ensured I knew about activities that I might have an interest in.  Major General Gary O’Shaughnessy (USAF, retired) took me under his wing and became my unofficial mentor; Colonel Chuck Whitechurch (USAF, retired) was a daily resource, helped me tell the truth in this paper, and ensured I found the information and the tools I needed to understand the whole Oracle story.  

It all starts at the top, and Larry Ellison, Oracle’s CEO, met with the SDCFP Fellows personally for an hour during our company day at Oracle Corporate Headquarters, and then dedicated a trip to the Pentagon to talk with the Deputy Secretary of Defense.  Kevin Fitzgerald, Senior Vice President of Oracle’s Government, Education and Healthcare (OGEH) line business unit, was extremely interested in the SDCFP program and opened his door, his calendar, and his organization to me.  Steve Perkins, Vice President-Public and General Manager, OGEH, dedicated time and resources to support the SDCFP program and assisted in making Oracle’s “Company Day” a huge success.  Guy Wilkerson was the point man behind the Oracle Company Day--the person who brought it all together and made it one of the most successful SDCFP Company days this year.  Brigadier General Jack Pellicci (USA, retired) let me observe his role on the Defense Science Board and helped me see that regardless of the forum, group, or task force, all recommend the same thing to the DoD—its time to go forward on our e-Business transformation.

I would be remiss if I didn’t mention these other important people, all of whom provided guidance, support, and assistance:  Mark Testoni, Mary Beth Clarkson, Steve Risseeuw and the rest of Mark’s Oracle Air Force Team; Mark Hiddencamp who helped with the Booz-Allen-Hamilton study information, and Ted Davies from Booz-Allen-Hamilton who kept me informed on the progress of their study.  Also special thanks to: Lieutenant General John Miller (USA, retired), Kim Brown, Walker White, Rear Admiral Jim McFarland (USN, retired), Rear Admiral Ed Allen, (USN, retired), Tim Hoechst, and Joel Gemmell.  Thanks also to Mark Johnson’s direct reports:  Catherine Kuenzel, Greg Chapman, Bob Kowalski, Neil Heron, Lisa Jackson, Monica Morgan, Richard Watkins, and Wayne Bobby—they all helped me become a part of the “Team.”  I must also recognize all Oracle members that served countless hours on the Homeland Security Task Force, as well as the members of the Oracle-sponsored SDCFP Productivity Portal Initiative:  Doug Kemp, Joe Conway, Jay Gladney and Hayri Tarhan.  This portal will provide future SDCFP fellows the ability to collaborate over the web via a state-of-the-art tool.  

I know that I have undoubtedly left out some important names, so I hope to recognize them here by saying “thanks” to all Oracle employees, both at the Reston complex and Oracle Corporate Headquarters, that assisted during my eleven months as an “Oracle employee.”  To a person, every question was answered, every phone call was returned, and extreme patience was demonstrated teaching me the ropes—you folks are the best!  

I also wish to recognize Mr. Eric Briggs, Director of the SDCFP, and his assistant Ms. Janice Bonat.  Mr. Briggs has built a program that began as a vision of then Secretary of Defense Perry, into what it is today.  We have more companies wishing to sponsor Secretary of Defense Corporate Fellows than we have officers, and untold opportunities to learn a great deal from corporate America.  

Finally, I can’t close this paper without recognizing the importance of my family.  My mother, Penny, who is a constant sources of strength and is proud of me even when I don’t deserve it; my father who looks down on me from heaven and still keeps me straight; and my sister Vicki, who is always there for me, and my children and grandchildren.  I’m truly blessed to have a supporting cast made up of my four children and their spouses:  my son Larry and his wife Monica, my daughter Jennifer and her husband Steve, my daughter Dawn, and my son Michael.  If someone had told me at the end of the teenage years came the friendship and love I have with my children, I might have had ten.  And, to my beautiful grandchildren:  Nathan, Brianna, Derrick, Branden and Conner, I dedicate all my future efforts in the Air Force and my service in the world’s finest military to make it the force you deserve, to protect you and keep you safe.  

In the end, it all starts and ends with one person, my husband Andy Medler, (Colonel, USAF, retired), who always provides candid advice (even when I don’t listen), untiring support, and unquestioning love.  He’s my mentor, my friend, and my soul mate…thanks sweetie—I hope I did you proud on this one!  

Executive Summary

Oracle Corporation celebrates its 25th year of existence in 2002.  What is at the heart of this leading edge information technology (IT) Company, and is there any truth behind the hype of the “Billion Dollar Story?”  The Secretary of Defense Corporate Fellows Program (SDCFP) provided a unique opportunity to find out.  

What drove the company to become an e-Business, and did it work?  Ultimately, Oracle leaders recognized early on that it would take much more than implementing the latest technology to transform the company.  Their biggest challenges came in non-IT areas:  the need to standardize and simplify business processes across their global operation, and a radical internal restructure that removed a great deal of power and autonomy from some pretty influential country managers.  Some of who left the company rather than change.  Although the common theme throughout the paper centers on information technology and unleashing the power of the Internet, readers should remain cognizant of the other significant and radical changes Oracle leaders made to ensure success in their quest to become an e-Business--and they are still at it!

But, did Oracle really save a billion dollars and almost double their operating margins?  Booz-Allen-Hamilton (BAH) thinks so.  In an independent study, conducted using their own resources, BAH did a detailed analysis of the Oracle story and then extrapolated their results to a notional federal agency.  Their findings are persuasive.

For those busy readers who don’t wish to wade through the first 70 pages or so, Chapter 6 contains some succinct lessons for the DoD.  Eleven months in a leading edge IT Company changes one’s perspective dramatically.  It creates the opportunity to really “think out of the box,” and the summary of all this brainpower is found in “Lessons for the DoD.”  These lessons may be hard ones to digest, but nevertheless, findings that apply across all levels of the Department.  They include recognizing IT as a strategic resource rather than a cost center, and defining it as a weapons system to ensure IT requirements take a rightful place in the funding priority line.  Additional ideas presented include recognizing that outsourcing isn’t a “four letter word,” understanding that the issue is more about streamlining the Department’s business processes than it is about the technology, and acknowledging that the DoD can’t afford not to invest heavily in IT.

Ultimately, the Secretary of Defense has given the Services a mandate to change, to move from a stovepiped, red taped bureaucracy to a “learning organization,”--one that is permeable, communicates seamlessly all the way up and down the chain of command, and empowers members at the lowest level to make them more productive.  This paper shows how, extrapolating the Oracle model, DoD can change.  Transformation to e-DoD is not something that should be taken lightly nor can leaders underestimate the real challenges ahead.  But the biggest challenge is changing the DoD culture.  For in the end, it’s not about the technology—it’s about the people.  

Chapter 1

Oracle Corporation

When you innovate, you’ve got to be prepared for everyone telling you you’re nuts.

—Lawrence J. Ellison

Chairman and CEO, Oracle

In 2002, Oracle celebrates its 25th anniversary, in the midst of a changing world and a shake up in the information technology industry.  The company was founded in 1977, by Larry Ellison, Bob Miner and Ed Oates as Software Development Laboratories.  The name “Oracle” was adopted in 1983, taken from a relational database management systems project funded by one of the company’s first customers—the CIA
.  The company went public in March of 1986, and today, it is the world’s second largest software company.  The organization had revenues of $10.8 billion dollars in 2001, is the world’s leader in database software, and a strong contender in the e-business applications arena with both integrated Customer Relationship Management (CRM) and Enterprise Resource Planning (ERP) software suites.  Oracle has approximately 42,000 employees and operations in 140 countries, and an additional 60 country subsidiaries.  In fact, almost half of its revenues are generated outside the United States.  

Products and Services

Oracle divides its product offerings up into five major categories:  database, tools and applications, consulting, education, and support services.

Database  

The company’s roots are in its database product.  Oracle currently holds a 42 percent share of the database market and has more than twice the database market share of its closest competitor, IBM. 
  PC magazine recently rated the Oracle 9i Database as the best in breed, over IBM DB2, Microsoft SQL Server 2000, MySQL 4.0, and Sybase Adaptive Server Enterprise 12.5.
  

Tools and Applications

The company believes strongly in it’s philosophy of providing a complete and integrated suite of application software, and positions itself as an alternative to buying applications from several different vendors and then hiring an integrator to make it all work.  In 2000, Oracle’s application software sales exceeded that of close competitor SAP, with Siebel and Peoplesoft also in the running in the competitive CRM and ERP software markets.
  Oracle currently has over 70 ERP applications in the areas of financials, manufacturing, human resources, supply chain and project management, and over 35 CRM modules for service support, call center management, marketing, sales, and e-commerce.

Consulting  

In addition to developing and maintaining strong strategic partnerships with outside consulting organizations such as KPMG, Oracle maintains its own in house consulting organization.  However, in 2002, Oracle leadership made the decision not to grow their consulting business as rapidly their database and applications software arms, but rather to continue to capitalize on the company’s strategic partnerships.
  A November, 2001 report from Morgan Stanley noted that Oracle has had a checkered history with systems integrators, who in the past, have not been happy with Oracle’s large internal consulting business.  To help build bridges with large systems integrators, such as KPMG and Pricewaterhouse Coopers, Oracle created a new framework for how Oracle consulting can co-exist with outside consulting firms.  

Education  

Oracle University, the education arm of Oracle, offers comprehensive, high quality training on Oracle technology in over 70 countries worldwide. With 1400 courses available, organizations can choose from a potpourri of topics, and decide whether to attend classroom sessions, online training, or a mixture of both.  To date, the company has trained over 500,000 individuals through Oracle University.  They offer certifications in all Oracle products, organized in three tiers, Oracle Certified Associate, Oracle Certified Professional, and Oracle Certified Master
. 

Support Services  

Recognizing the potential in the applications software outsourcing market, Oracle is moving to capture market share as a software provider.  The application service provider (ASP) market is expected to grow to $6 billion dollars by 2005.
  Moving into the ASP arena, Oracle offers its software as an online service.  Furthermore, the company plans to offer its database technology, provide software administration, management and maintenance for customers, all on line.

Research and Development and Software Security

Within the software industry, Oracle is a leader in funding research and development (R&D) activities.  Since 1999, the company has gradually increased the percentage of R&D spent to total revenues from 9 percent in 1999, to 9.9 percent in 2000, to 10.5 percent in 2001.
  

Additionally, Oracle takes information assurance seriously.  To date, the company has spent over $14 million on security evaluations for its various software products.  This makes Oracle software one of the “most secure in the IT industry” with a large number of security evaluations.
 

Security evaluations are conducted independently by a third party that evaluates the software against numerous security criteria.  Currently, Oracle holds 15 security evaluations against:  The Common Criteria (ISO-15408), which is the worldwide defacto evaluation standard, the Federal Information Process Standard (FIPS-140), the Information Technical Security Evaluation Criteria (ITSEC), and the Orange Book, which is now officially obsolete for commercial products.
  

To Oracle “security is in their corporate DNA.”
  Oracle 9i Release 2 has just started its ISO 15408 (Common Criteria) security evaluation at Evaluation Assurance Level (EAL) 4.  Oracle9i Label Security (OLS) Release 2 will be evaluated to EAL4 simultaneously.  Oracle 9i is expected to complete all technical work in December 2002 and a security evaluation certificate should be awarded by February 2003.  Both 9i and 9i OLS will be evaluated on Solaris and NT.
  Appendix B contains more detailed information on the number and type of Oracle security evaluations.

The National Security Telecommunications and Information Systems Security Policy Number 11 (NSTISSP 11) requires all government agencies to give preference to the “acquisition of COTS Info Assurance and IA-enabled IT products which have been evaluated and validated in accordance with the common criteria, NIAP validation, or FIPS validation.”
  

Oracle is proud of it’s stance on security, and the fact that they invested the time and money to complete these security evaluations before it was in vogue, and well before NSTISSP #11 was written.  The company makes it clear that they hope the policies outlined in NSTISSP #11 will stand and the National Security Agency (NSA) will continue to insist on “no waivers” to the policy.  

Financial Information

Oracle’s sluggish earnings for 2001 mirrored the rest of the technology sector.  The table on the next page is a condensed financial statement for the past five years.

Table 1.  Consolidated Financial Statement

On October 12, 2000, the Company effected a two-for-one stock split in the form of a common stock dividend to stockholders of record as of September 25,2000.  All per share data and numbers of common shares, where appropriate, have been retroactively adjusted to reflect the stock split.

	(In thousands, except per share data)
	2001
	2000
	1999
	1998
	1997

	Revenues
	$10,859,672
	10,130,128
	8,827,252
	7,143,866
	5,684,336

	Operating Income
	3,777,091
	3,080,160
	1,872,881
	1,244,200
	1,262,985

	Net Income
	2,561,096
	6,296,758
	1,289,758
	813,695
	821,457

	Earnings Per Share-Basic
	0.46
	1.11
	0.22
	0.14
	0.14

	Earnings Per Share-Diluted
	0.44
	1.05
	0.22
	0.14
	0.14

	Shares Outstanding-Basic
	5,596,721
	5,678,839
	5,782,352
	5,865,596
	5,905,184

	Shares Outstanding-Diluted
	5,864,806
	5,995,842
	5,936,900
	5,998,352
	6,055,772

	Working Capital
	5,046,531
	5,021,096
	2,400,851
	1,838,885
	1,348,957

	Total Assets
	11,030,160
	13,076,779
	7,259,654
	5,819,011
	4,624,315

	Short-Term Debt
	2,849
	2,691
	3,638
	2,924
	3,361

	Long-Term Debt
	300,847
	300,770
	304,140
	304,337
	300,836

	Stockholders’ Equity
	6,277,771
	6,461,463
	3,695,267
	2,957,558
	2,369,712


Source:  Oracle Corporation, 2001 Annual Report` (Redwood Shores:  2001), n.p., on line, Internet, 25 April  2002, available from: http://www.oracle.com/corporate/annual_report/2001/
Since fiscal year 2000, earnings growth has been relatively stagnant, therefore, Oracle has turned inward to squeeze out inefficiencies and improve operating margins as a means to provide earnings growth.  Since inception of their “billion dollar savings” initiative, Oracle’s operating margins have steadily increased from 22.9 percent to 36 percent, with a target of 50 percent.
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Figure 1.  Oracle Operating Margins-1st Qtr FY2000 through 2nd Qtr FY2002

Leadership and Culture

Quality and Culture

From outward appearances Oracle isn’t big into the “quality movement”--they don’t have offices decorated with positive sayings and their vision and mission statements aren’t posted throughout their corporate buildings for all to see.  However, when delving deeper into the organization, it is apparent that the quality culture is very strong.  Oracle employees are expected to perform and are evaluated against their established performance metrics, which are different for each line of the business, and change yearly.
  

Additionally, Oracle has six principles and values that all employees are expected to embrace as part of the Oracle culture.  The six principles and associated values are shown in Table 2. 

Table 2.  Oracle’s Six Principles and Values

	Leadership
	Quality
	The Customer
	Trust
	Business Results
	Our Employees

	Lead by example
	The basis for all we do
	Our #1 Priority—a lifecycle experience
	Work together/produce together, succeed together
	Achieve business objectives
	Hire and retain the best and brightest

	Manage by Facts
	Continuous Improve-ment
	Understand their Business
	Demonstrate Dependability
	Establish Measurements-Plot Improvement
	Foster an Atmosphere of success and “one team”

	Encourage Risk
	Remove Root Causes of Problems
	Listen and Understand Requirements
	Assume the best in your peers/ coworkers
	Be Market Driven
	Develop people and provide career opportunities

	Take Ownership and be Accountable
	Participate
	Build trust, confidence, and long-term relationships
	Be a trusted advisor to your internal/external customers
	Plan Effectively-Implement the Plan
	Treat with dignity and respect

	Demonstrate high ethics/integrity
	Implement Best Practices
	Easy Purchasing experience at an affordable price
	
	Learn from Yesterday and Invent in Tomorrow
	Offer appropriate reward/recogni-tion

	
	
	
	
	
	Provide a Challenging Experience


Source:  Interview with Mark Johnson, Vice President for Federal, Oracle Government, Education and Healthcare, Reston, VA:  16 August 2001

The “Ellison” Factor

There can be no doubt who the force is, and remains to be, behind Oracle.  Both tyrant and benevolent dictator, Larry Ellison has driven the company forward, significantly transforming it every few years.  Since founding the company in 1977, Ellison has consistently endeavored to refocus his organization every few years.  He seems, thus far, to be especially adept at knowing, before a certain technology is in vogue, what the next greatest revolution will be in the IT industry.  Most recently, from 1996 through today, Ellison has driven overwhelming changes throughout the organization, in effect rejuvenating it three times
.  First, Ellison moved Oracle from being basically a niche database provider, to a broader audience, growing the database business into the largest in the industry.  Shortly thereafter, in 1998, Ellison decreed that Oracle would cease product development for client/server architectures and design all future products and supporting services for the Internet.  Finally, in 1999, after dealing with the daily frustrations of data fragmentation and the inability of his IT systems to give him and his key leadership a consolidated strategic view of the organization, Ellison decreed that Oracle would truly become an e-business and would do so using it’s own software.  Shortly, thereafter, Ellison challenged his organization to save “$1 billion” through its efforts to move the company to a seamless, integrated, e-business operating entirely over the Internet. 

Oracle re-reinvented itself into a true e-business by attacking its internal processes and systems.  Under the direction of Ellison, over the past two years, Oracle has standardized all business processes across its global operations, consolidated common services using a “shared services” business model, consolidated its entire IT infrastructure to one Global data center with a dynamic backup site, implemented Oracle’s own e-Business software throughout the enterprise, and adopted a self-service methodology, both internally and externally.  

A little over two years ago, in the fourth quarter of 1999 with operating margins at 21 percent, Oracle said they would save a billion dollars by reinventing itself.  The company achieved this goal just six months later in the second quarter of Fiscal Year 2000.
  By the fourth quarter in Fiscal Year 2001, the company had saved over $1.5 billion, and the company recently upped its target to $2 billion in savings.  However, Oracle leaders caveat the $2 billion figure by stating it will be made up of not only hard savings, but cost avoidance as well.
 

How the company accomplished this complete transformation in just two years is the essence of this paper.  Needless to say, revolutionary changes within the organization resulted in a culture clash at all levels, even for a company that was already well ahead of the pack in leveraging information technology.  

It took a while for me to understand that changing technology was the easy part of becoming an e-business.  Convincing people to change the way they worked—that was the hard part.

—Larry J. Ellison

Chairman and CEO, Oracle

.

Chapter 2

Standardizing Business Processes

Just like the chicken and the egg, it’s almost impossible to determine which came first, standardizing Oracle’s business processes across the entire organization, or the consolidation of its systems.  In the end, however, each change was totally dependent upon the other. Nevertheless, regardless of how one looks at what challenge Oracle tackled first, there can be no doubt that Oracle’s e-Business transformation centered on leveraging the power of the Internet.

A revolution is happening—it’s called e-business, and it is based on the largest communications network in the world, the Internet.  E-business is about two fundamental things—how you use the Internet to run your company with dramatically increased efficiency and how you identify and capture the business opportunities that arise because all your customers, partners, suppliers, and employees are also now on line, on the Internet.  Together, these things represent a whole new approach to business computing and business processes for companies of all sizes, across all industry sectors, all around the world.

Simplifying the Business

The driving force behind the Oracle’s entire e-Business transformation was the need for accurate, timely, and consolidated information.  Oracle leaders found that data was so fragmented and there were so many disparate databases, employees didn’t have access to the information they needed to do their jobs.
  Oracle’s CEO found this especially embarrassing for a company in the information management business and supposedly on the leading edge of the IT revolution.  Consequently, company leaders realized in order to get the right information to the right people at the right time, they needed to first simplify their business, and then establish common business processes throughout the organization. 

Sell Side, Buy Side, and Inside

Oracle decided to approach standardizing its processes by looking at the business in a very simplified way.  In the end, they chose to standardize their processes according to business functions, based on three broad areas:  the sell side, the buy side, and inside the organization (see Figure 2).  The e-Business blueprint was about changing almost everything in the company:  the way Oracle worked with customers, the way the organization worked with suppliers and partners, and the way employees performed daily functions.  Furthermore, company leaders added a fourth element to their e-Business transformation:  the consolidation of all IT functions.
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Figure 2-Oracle e-Business Blueprint

This chapter will outline the sell side and buy side process improvements only.  Chapter 3 addresses the “inside” part of the transformation equation and discusses the internal restructuring of the company.  Chapter 4 is devoted to the consolidation of IT and Oracle’s global data center. 

Sell Side

Oracle estimates that around 80 percent of their employees are customer-facing
  Therefore, it was recognized right off, that it was on the “sell side” where real dollar savings could be achieved.  This includes areas such as marketing, selling, consulting, education, service centers, and customer support.  

Adopting the I-Support Center Model.  The first major paradigm shift was to move to a self-service business model for all external customers.  Consequently, every country had to adopt a singular way of doing customer billing and accounts payable, procurement, sales, etc.  Oracle recognized a major target of savings was its Support Centers.  Due to increased sales and call volumes, Oracle was consistently adding costly support staff to handle the number of calls.  

By introducing self-service to their customers via the Internet, called I-Support, Oracle moved more and more customer interaction to the web, and those customers that traditionally called and talked with technicians, where now able to get their basic questions answered over the Internet.  In fact, their customer support model shifted from 100 percent telephone exchanges, to 70 percent via I-Support and the web, and just 30 percent through telephone contact.

Furthermore, the feedback from customers seems to be extremely positive.  As they have learned how to use I-Support, they have found it simply more efficient to log on the web, from anywhere in the world, and find the answers to questions themselves.  Or they can leave a query and get an answer back in usually less then an hour.  

The previous year, the Customer Support Division submitted a plan to corporate leadership for more hiring and lower operating margins.  Ellison didn’t approve it.  Instead, the company used the Internet to improve customer service and at the same time enhance the productivity of the organization’s customer support personnel.
  Consequently, fiscal year 2000, was the first year Oracle did not add anyone to their call center support organization even though call volume grew by 25-30 percent.  The company estimates that it has saved approximately $250M by changing their customer support business model to a self-service web-based support call center, called I-Support.
  Today, Oracle has 6,000 people around the world sitting in service support call centers, a surprisingly small number given their large customer base.   

Oracle I-Store.  Oracle took the sales side of the self-service model a step further.  To assist the sales force, they started using a process they call the Internet Store, or I-Store.  The company put all its prices and discounts on the Web.  Furthermore, Oracle began collaborating with customers over the Web, so now potential buyers can log on and create their own order for software and services in a self-service style.  This business model is no different than what is used by Amazon.com, except it’s for software.  Furthermore, even if a customer is not comfortable with understanding exactly what they might need, they can begin fact finding by collaborating with an Oracle representative over the web.  This means that first sales phone call or visit is much more productive for both the customer and the sales person, as the initial requirements have been outlined via on-line collaboration.  

Oracle estimated that this new approach to sales resulted in approximately a 10 to 20 percent increase in their sales force productivity.  So, again, even as the business grew, Oracle did not have to add as many new salespeople because the company reengineered the way the sales force interacts with customers, and at the same time, eliminated a great deal of wasteful administrative support. 

Cost Avoidance and Savings.  By adopting the self-service business model on the sell side of the organization, with both I-Support and I-Store, Oracle realized approximately $550 million in savings to date, and has set a new target of $1,450 million.
  It’s clear, that Oracle is leveraging its application technology and strong database products to run its sales organization, and is seeing big dividends on the sell side.  Whether or not, they get to the $1.4 billion target remains to be seen.  .

But What Do Their Customers Think?  Oracle seems to be a company that folks love to hate--until they need real IT solutions.  It’s significant that, even in this time of reduced IT spending, Oracle’s referenciable customer base continues to grow for both its 11i applications suite—a suite of software that seemed to be fraught with problems early on, and its new release of the 9i database.  In the very competitive e-Business software applications market, Oracle currently has 920 references on 11i, with another 4,000 implementations on the way.  This equates to the total number of live Peoplesoft and Siebel customers combined.
  Appendix A details current Oracle DoD and Federal Government customers, for both their database and applications software.

And, the response from customers to Oracle’s new customer support model, as well as its new software products, is overwhelmingly positive.  A draft report based on a survey done by a major market research firm, placed Oracle first in customer satisfaction—well ahead of the other major enterprise application companies.
  In this survey, Oracle was rated first or second in every category, and led in the areas of vision, quality of partnerships, and willingness to repurchase—in fact 97 percent of Oracle customers would repurchase the application they bought and are satisfied with its functionality.  

So, although one often hears of customers complaining over the inability to “just talk to someone,” the bottom line seems to be that customers like Oracle’s new “self service” business model, and are pleased both with the performance of the systems and Oracle’s level of support.  If customers really have a difficult technical issue, they can, in fact, always reach a live voice.  

The company’s support of its “Oracle Technical Network” (OTN) and the “International Oracle Users Group” (IOUG) seems to be back on track after a few problems over functionality issues in the 11i Applications Suite.  In fact, OTN is now 2 million members strong, and grows by about 60,000 new members each month.
  These two forums provide yet another means for customers to interact, via web collaboration, with other Oracle users, as well as with the company’s technology experts.  

The moral is that in an imperfect world of customer service, most customers prefer to cut to the chase and help themselves.

Adrian Slywotzky

Mercer Consulting

Buy Side

Oracle recognized early on the tremendous potential to leverage its size and get the most bang for its procurement buck.  Again, just as on the “sell side,” Oracle’s application suite and database technology facilitated the change in business processes.  

However, it was not the technology, but rather the change in the company’s relationships with its suppliers, that resulted in the savings.  To date, Oracle has seen global savings of $150 million on the buy side of its e-Business model, and expects to achieve a total of $200 million in savings and cost avoidance over the next 18 months.
  And they are doing this by using the same self-service business paradigm that they did for the sell side.

Self Service for Suppliers.  Oracle’s purchasing department totally revamped its way of doing business.  Using reverse auctions and iProcurement, Oracle now uses a public exchange, xChange.com, to move to a totally paperless way of purchasing.  The whole area of procurement has been revolutionized because it’s becoming much more efficient.  Purchasing agents have more information at their fingertips, so they are immediately able to negotiate more quickly and garner deeper discounts.  Additionally, Oracle is bringing all its procurement information into one single database instance, thereby ensuring that Oracle entities around the globe get the same discounts, and purchase the same quality of supplies.  Oracle estimated that by doing self-serve on the procure to pay side, they have saved about $6 million to date.  

On the supplier side, Oracle implemented numerous initiatives, all aimed at paperless procurement.  These include:  electronic catalogs, quality and performance metrics on their suppliers, electronic documents and payments, and delivery scheduling.  

When looking at the total impact of implementing iProcurement across the organization, Oracle has realized a 300 percent return on investment, reduced its purchasing headcount by 20 percent, and seen a global savings of $40 million.
 

Oracle’s iProcurement product, as well as its auctioning exchange software, is revolutionizing purchasing outside the company as well.  A consortium has implemented a version of Oracle Exchange, called “Global Net Exchange” (GNX) to procure products and services, as well as sell off excess inventory.
  For example, in 2001 Sears conducted 208 GNX auctions, creating a volume of $272 million, with a cost avoidance of $47 million, or translating into a 14.6 percent savings.  The auction numbers for 2002, year to date through April, are just as impressive.  In just four months, Sear’s participated in 71 GNX auctions, creating a volume of $135 million, with a cost avoidance of $22.7 million, for a 13.7 percent savings.  Additionally, using iProcurement tools, Sears reduced it’s Tire Distribution Center inventory levels by four days, and increased factory direct shipments for Michelin Tires to their stores from 8 percent to 30 percent for 2002.   

Preventing Contract Leakage.  Beyond hard numbers, Oracle has seen numerous other benefits through redesigning its procurement process and implementing an enterprise iProcurement system.  Within its purchasing department, utilizing iProcurement and a single database instance of supplier information, Oracle has successfully prevented what they call “contract leakage.”  This simply means that when they negotiate a price for a product, all Oracle employees must then purchase that product and will get it for that price.  As a simple example, if Oracle negotiates a price for Compaq notebook computers, Oracle employees cannot purchase an HP or Dell, nor will they pay more than the negotiated price with Compaq.  

The elimination of contract leakage has special significance for the DoD, as it is estimated that within one Service the average size of a computer buy is just 2 ½ computers.  Without much guesswork, it’s easy to see that implementing iProcurement, if only to prevent contract leakage, would more than pay for itself in a year’s time.  Not to mention the added benefit of leveraging the size of the DoD to get the best price for supplies and equipment.

Making Suppliers Compete.  Oracle has been successful in doing what 57 percent of business CEO’s say they can’t do—leveraging the size of their organizations to reduce the costs of the goods they procure.
  Within Oracle, they have implemented electronic collaboration with their suppliers, throughout the supply chain, and have significantly reduced the cycle times, the cost of procurement, and inventory carry times, resulting in a much more efficient supply chain.  The net result is, by making suppliers compete for their business, Oracle has seen a direct correlation to reducing the cost of the goods they procure, to the tune of $40 million in savings to date.
 

But What About Employee Satisfaction?  Skeptical at first glance, Oracle employees now champion iProcurement at all levels of the organization.  Oracle successfully negotiated with several key suppliers for all goods and services, so employees have adequate choices for everything from post it notes to computers, from mouse pads to personal digital assistants.  And, once ordered, products show up at their office within days after placing the order on line.  

To control purchases and associated costs, automated business rules are in place that permits adequate oversight of purchasing, via e-mail approvals and alerts.  Supervisors aren’t required to access yet another system, but can simply approve purchases via e-mail when the message shows up in their inbox.  This eliminates duplication of effort and time lost, when supervisors forget to access alternate systems.  And, the business rules are flexible enough to permit different levels of supervisors to have different funding approval levels.  For example, a first line supervisor might be able to approve a purchase up to $500, but if the requested item is over that amount, using pre-determined routing, the supervisor can endorse and forward the purchase request for approval by the appropriate level of management.  Once done, the item is automatically ordered, with an e-mail alert sent back to the requesting employee notifying him or her that the requested product has been approved and ordered, and delivery is expected within x-number of days.  

First hand experience with Oracle’s iProcurement system has made the author an advocate for DoD-wide implementation.  The possibilities for use within the DoD are endless, even taking into account the strict rules regarding preference for minority owned and small businesses, competition, and shared sourcing.  Even using Oracle’s relatively conservative benchmark and not considering DoDs much larger size and how much further behind the Department is in implementing similar technology, mandating iProcurement for the purchase of all office supplies and general purpose purchases DoD-wide has the potential to save at least 20 percent of the Department’s general supplies procurement budget—just imagine what could be done with the savings!  Operationally, iProcurement has the potential of getting the right supplies and equipment to the war fighter in the fraction of the time it currently takes under the Department’s laborious logistics systems.  Of course, adoption of an iProcurement and self-service model would also mean an associated cut in logistics personnel costs and manpower requirements, an added benefit, but one that would be politically hard for DoD leadership to swallow.

Furthermore, auctions could radically transform the DoD’s antiquated Defense Reutilization and Marketing Office (DRMO), selling excess DoD inventory in a fraction of the time, and for a fraction of the costs.  

Both iProcurement, reverse auctions and DRMO auctions, via a system similar to Global Net Exchange are initiatives the Pentagon Business Initiatives Council (BIC) should immediately implement.  

Results of the Buy and Sell Process Transformation

On the sell-side, Oracle saw a 30 percent cost reduction in its customer interaction costs and at the same time found increased sales effectiveness and customer satisfaction.  The results garnered for the buy side are just as impressive--the company also realized a 30 percent reduction in supply costs, with increased efficiency and lower inventory.  Oracle is shooting for an across the board 30 percent productivity gain, and at the same time, will continue to grow it’s business.  This means they can grow, but without adding a lot of headcount.  The simplification of Oracle’s approach to the customer facing and procurement ends of their business was enabled by the Internet, and the company’s own web-enabled e-Business applications software suite and database technology.  In Oracle’s own words:  “The Internet Changes Everything.”
 

Technology tends to be a tool…it can be a tool that complements what people are doing today, or it can be a tool that’s used to change things.  And you need to have some understanding of the technology to do the latter.

Mike Rocha

Oracle Senior Vice President

Chapter 3

Inside:  Corporate Restructuring

Oracle had been a company made up of many independent business groups, managed by self-reliant generalists who valued their autonomy.  Oracle has become a company of interdependent business groups, managed by specialists who value their knowledge and excel at teamwork.

Lawrence J. Ellison

Chairman and CEO, Oracle

Business As Usual—Fiefdoms and Stovepipes

Oracle’s incredible growth during the late 1990’s resulted in the creation of autonomous  business units, each setting their own policies and procedures, without regard to the overall impact to the company.  This problem was multiplied on a global basis, as the company had grown to dedicated operations in over 60 countries.

Business in the Old Organizational Structure

Oracle has always been organized hierarchically by geography, and the business was divided into four geographic regions:  North America, Europe, Asia Pacific and Latin America.  Each geographic region was managed by a senior executive with a regional headquarters staff.  Prior to 2000, each country had a general manager, plus teams of people doing marketing, sales, service, accounting, legal, IT, etc.  And, since every organization within Oracle had its own computer systems, every organization could invent its own business processes, and then tailor the computer system to automate the process.

These distributed and stovepiped computer systems, and the divided management responsibilities, created duplication of effort across the board.  And, the duplication effectively translated into an incredible waste of resources:  people, time, and equipment, and decreasing operating margins and profits.  

A Simple Example--Marketing

Oracle had a marketing group at corporate headquarters, a marketing group at each geographical region:  Europe, Asia Pacific, and Latin America, plus individual marketing teams in every single country.  In the end, the country managers would invent their marketing strategies independently of corporate headquarters and without coordination among the other marketing teams within their own geographic region.  This resulted in each country having different marketing policies, processes, and programs.  For example, although Ellison thought his pricing committee was setting pricing policy, in reality the general managers set their own prices, invented their own policies, and ran their own computer systems.
  Furthermore, marketing didn’t cooperate with sales, Germany didn’t cooperate with France, and the list went on and on.  

Marketing was just one of many disparate operations that Oracle senior corporate executives found across their global operation.  The same duplication of effort was a problem for all common services:  IT, finance, human resources (HR), and contracting.  
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Mandate for Change

Tired of not being able to know how many employees he had, what the pricing policy was for his products, and what the company’s sales and operating margins where, Ellison dictated that Oracle would undergo a radical restructuring, all driven by the consolidation of its IT systems.  Lack of cooperation was leading to duplication of effort, waste and inefficiency.  To him, the solution was pretty simple, Oracle owned a powerful database product and some pretty good e-Business applications.  They would put all their information in one place:  in a global database on the Internet.  The basic premise was that sharing information was to key to standardizing business processes and implementing best practices.  

Admitting there’s a Problem—the First Hurdle

It seemed that implementing the necessary technology to drive to a shared services business model would be the easy part.  Before Oracle could change, management within the company had to admit there was a problem.  However, Ellison was the only person in the organization thinking there was a dilemma.  After all, revenues were up from $8.8 billion to $10.1 billion and the stock was up 500 percent, why change things now?  

The legend goes something like this:  Ellison, in an executive meeting, asked his Human Resources Senior Vice President how many employees he had.  The number of disparate HR systems (over 100) in the company meant there was no way to answer this question accurately, let alone in a timely manner.
  Upon further investigation, Ellison found it took his organization nine days to answer these simple questions:
  

· How much did we sell today?

· Which products has customer “x” purchased from us?

· How many employees do we have?

The inability to get answers to these relatively simple questions caused Ellison to really look internally to the organization and mandate a change in Oracle’s internal business structure--in effect to revolutionize how people across the entire global organization interacted.  

Business the New Way

Oracle adopted a shared services model for it’s common business functions.  These included Marketing, Finance, Contracting, Human Resources, and Information Technology.  Figure 3 is a basic illustration of how these shared services cut across the company’s lines of business.  Each shared service is led by an Executive Vice President reporting directly to the CEO, to ensure the line business units--those responsible for growing the business and customer interfacing--are getting the quality of support they need to do their jobs.  The internal restructuring was targeted with the goal of getting “mind share” among all the different functions around the world. Furthermore, the company consolidated its geographic regions from four to three:  The Americas (formerly divided into two regions:  United States and South America), Asia Pacific, and Europe. 
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Figure 3-Oracle’s Shared Services Business Model

The Shared Services Model

Oracle’s adoption of this shared services business paradigm moved the functional organizations to a solid line reporting structure.  Historically, they reported to their associated country and regional managers.  Because the company wanted standard business practices across the organization, leadership needed to get absolute coordination around the world.  The way to do this, was to change the internal organizational structure to make it happen.  For example, they left the marketing people in the countries, but now they all reported to a global marketing executive, not the country or regional managers.  In the end, only sales and associated consulting services still reported to the country managers.

Perhaps of most relevance to the DoD, is Oracle’s shared services approach to HR and Finance.  As mentioned previously, the consolidation of IT and the IT shared service model is discussed in detail in Chapter 4.   

Human Resources or the “B2E Transformation”

One of the biggest mandates for change was in the area of Human Resources.  During the height of the dot com boom, Oracle found itself competing with the lure of potential “instant millions” for their highly sought after technical labor pool.  Additionally, Oracle’s hiring volumes were averaging 100 to 150 new employees per day, and the company was experiencing HR staff increases of over one person per two hired.
 

To compound the problem, the HR function had too many systems, on the order of 100 separate HR databases, and was still using too many manual processes.  So Oracle went full bore, automating its HR processes, adopting a Business to Employee (or B2E) approach.  B2E is commonly defined as the automation of the entire business-to-employee relationship via the internet to achieve drastic improvements in productivity and to optimize the workforce for maximum return on investment (ROI).
 

Oracle leaders found that their B2E approach had a strong ROI by reducing processing costs by 60 to 90 percent, cutting cycle times from weeks to second, reducing phone call volume by up to 50 percent, and perhaps most importantly, slashing the errors that directly affected employee hiring, compensation, performance, and benefits, by up to 75 percent.
  

Internal employee satisfaction was perhaps one of the most overwhelming needs to change.  Oracle found the red tape and bureaucracy mandated by its redundant computer systems and manual processes were retention issues among its most prized technical employees.  Thus, to adopt the B2E model, Oracle provided employees and managers with self-service tools and automated workflow processes, migrated to one IT system for worldwide HR management, and perhaps most importantly, actively managed Oracle employees through the change.  And the results were telling.  

B2E Results.  Before Oracle’s B2E transformation, the company needed 1 HR administrator per 1000 employees, today that ratio is reduced to 1:2000 employees, with no degradation in support.  Furthermore, the ratio for higher salaried HR professionals was reduced from 1 for 350 employees to 1 to 600 employees.  The increase in these two ratios allows Oracle to hold its HR staffing levels stable during the hiring peaks and valleys that are typical in the IT industry.  Moreover, because the HR system is located at the Oracle global data center, the HR staff no longer pays for 15 or so HR information technology professionals.  Additionally, by web-enabling the benefits and hiring process, Oracle has reduced the number of benefits administrators, driving the ratio of benefits administrators to employees from 1:800 to 1:3500 employees.  Furthermore, the company has eliminated phone-based enrollment and all personalized and printed materials.  New employees get all benefit, compensation, and hiring information via web-enabled tools and briefings, as well as live web casts.  The response from new employees has been overwhelmingly positive.  

Once more, during the height of the hiring frenzy, Oracle’s HR budget grew at 50 percent of the employee count growth rate, radically eating into profits and operating margins.  Today, HR has zero budget growth, without negatively impacting employee satisfaction.
  

Perhaps most importantly, employees and managers have more information available and their transactions are processed faster, this means that HR personnel are concentrating on real HR issues instead of “transaction chasing.”
  Employees and managers have information available 24/7, as well as more accurate reports and processes.  

Performance feedbacks are also now on-line, via an automated tool, helping to ensure that employees get timely and accurate feedback on their daily performance.  Of course, managers must still process the feedback in a timely manner.  But if they don’t, metrics are generated all the way up the chain to rate managers on their responsiveness to the performance feedback process.  

What Did Oracle Learn in the B2E Process?  The lessons learned from Oracle’s B2E transformation are not unique.  Unfortunately, they seem to be lessons organizations ignore and must relearn every time a change to a fundamental process is undertaken. 

First, Oracle recognized the need for top management commitment and active involvement.  Oracle also found that although IT tools can simplify the processes, the most important success factor was changing the underlying processes to coincide with the software.  Finally, in concert with the entire e-Business transformation, Oracle HR leadership set a vision for their B2E model, with related measurable metrics to show the results of each step of adoption.

Currently, Oracle’s B2E approach for HR saves them $1.6 million per 10,000 employees per year.  To realize results as dramatic as these, Oracle’s adoption of the B2E framework required a culture change throughout the organization, employees were required to do things in a self-service way, which they ultimately found “liberating.”

The Same Story for Finance

A global company, with almost $11 billion in revenues, Oracle had 72 different financial accounting systems.
  Closing out the quarter took weeks to consolidate the data, time that Wall Street didn’t react favorably to.  Additionally, the inability to daily analyze the operation and make adjustments in pricing, sales, and customer policies, meant Oracle was lagging behind reacting to market drivers.  Individual country managers with discretionary budgets were running their businesses with operating margins in the 23 percent range, and costs were out of control.  Pricing policies varied by as many sales managers as there were to quote prices to customers, resulting in the inability for the company to accurately forecast it’s earnings per share, total revenues, or net income.  

The result of all this “disconnectedness” and autonomy meant Oracle leadership wasn’t basing decisions on accurate financial and sales information, as that information was housed in disparate information systems, under the control of the country managers.  

Attacking It a Bite At a Time.  Using it’s own e-Business suite, Oracle consolidated all it’s finance functions into a single database instance, located at its global data center.  Now, the finance analyzer module was based on real-time data, and company leaders could use it to more accurately make decisions.  The self-service expenses and eTravel modules dramatically changed the way employees worked, and eliminated transaction chasing for travel and expense account reimbursement.  And, just like the HR and marketing examples, finance personnel now reported to an Executive Vice President for Finance, rather than their country and/or regional managers.

Iprocurement, addressed in Chapter 2, also now tied directly into Oracle’s financial database, so the company leaders knew, on a daily basis, how procurement expenses were fairing and could make immediate decisions whether or not to fund major purchases.  And iProcurement now fed accounts payables, eliminating costly transaction processing between two disparate systems.  

DoD Will Have Transformed When It Can Do This!  Perhaps one of the most visible benefits, and one that applies immediately to the DoD, is the way Oracle’s shared services financial process radically changed the way the company handled travel requirements and subsequent reimbursement for travel expenses for its highly mobile work force.  Oracle Travel now just employs five travel associates for a global workforce of 42,000 employees.  Employees make all travel arrangements via Oracle eTravel, an on-line web-tool, and then file their travel and expense vouchers from any computer, anywhere in the world, 24/7.  Only when employees encounter a difficult problem or need personal assistance, do they contact one of the five travel associates.  

Using automated work rules, employee’s expense reimbursement vouchers are routed via e-mail to supervisors for approval and payment.  Recent metrics show the average time for payment to reach an employee’s designated account is within two working days of submitting the voucher to the supervisor.
  Before Oracle’s adoption of the shared services and self-service travel and expense model, employees would wait an average of two weeks for reimbursement—and this very issue was turning into another major retention problem.  Furthermore, by implementing their self-service eTravel tools and processes, Oracle saw a 10 percent reduction in travel airfares alone.  

Oracle Sales On-Line—A Culture Clash.
  Oracle financials now also tied directly into its sales data.  Using software called Oracle Sales On-Line (OSO), employees project their qualified sales opportunities on a weekly basis, actual sales figures are entered when the deal is complete.  The information is consolidated at numerous management levels, so corporate leaders have up to the minute information on sales opportunities, closed deals, and hot accounts.  

The implementation of OSO was not seamless across the organization, however.  For example, within Oracle Government, Education and Healthcare (OGEH), a major sales organization in the United States generating about $800 million annually, they had developed their own sales tool called Revenue Tracking System (RTS).  OGEH employees had used this tool for more than six years, it was originally built in character model and then they converted it to the client/server architecture.  OGEH IT specialists then turned it into a web application and extended its functionality.  Bottom line, OGEH employees were comfortable using it.  But it didn’t feed any of Oracle’s other financial systems and it wasn’t a “standard” Oracle e-Business product.  Regardless, it was homegrown and OGEH employees fiercely resisted changing to OSO. So, within one of the company’s most profitable business units there appeared to be a major head butting brewing with corporate leadership over the mandate to use OSO.  

In the end, corporate leadership and OSO developers recognized the issue was coming to a head, and was based more on resistance to change than functionality issues, so they asked the designer of RTS to sit on the OSO development team.  By doing so, OGEH employees were assured their interests were addressed.  While OSO didn’t change dramatically in functionally, the employees at OGEH were more amenable to using the product.

Today, Oracle runs its global sales organization on OSO.   And it’s a lesson to all on how to undercut resistance to change before it has a chance to build steam.  In short, Oracle leaders understood that to fundamentally win you have to manage change.  To get to their goal of global standardization they had to mandate the use of integrated standard software products, because all the different regions wanted different tools and diverse processes.   Ultimately, the Oracle philosophy was to either “manage change” or “change management.”

Eating Their Own Dog Food 

We’re using what we sell, and selling what we use.

Jeff Henley

Chief Financial Officer, Oracle

The bottom line is that Oracle “eats its own dog food.”  The company runs its entire global operation using it’s own applications software product line and database system.   (The integrated model for the Oracle e-Business Suite is shown in Figure 4 on the next page.)  In short, Oracle is it’s own beta test site.  Oracle’s internal implementation of its ERP and CRM products resulted in major functionality changes that directly resulted in increased customer satisfaction, as outlined in Chapter 2, and improved its enterprise software application sales.  It was a massive engineering effort involving thousands of computer programmers, but when it was finished it was the first suite of applications to work with a single global database.
  All major releases to Oracle products are now implemented within the company first, before fielded to customer organizations.  
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Figure 4-Oracle 11i e-Business Software Suite

Oracle continues to tout the “e-Business suite” philosophy, which appears to have some merit.  While each module may not be “best of breed,” the company, through running it’s own suite of software, escaped the integration nightmare that seems to be the bane of all software implementations.  In fact, numerous studies have shown that 30 to 40 percent of all software project money goes toward integration.
  And these costs stay with the organization as long as it maintains the disparate systems, as each new release of a “best of breed” module requires re-engineering and reintegration across the system.  In reality, a survey of Fortune 500 company CIO’s show a majority see real financial value in a suite of integrated applications.

Shared Services and Self-Service Lessons for the DoD

While Oracle has realized approximately $100 million to date, by restructuring it’s internal organization, moving to a shared services/self-service model and applying their e-business software suite across the organization to facilitate the change, it was not without some heartburn.  In the end, however, it’s “Ellison’s way or the highway” and most Oracle executives have adopted the new business model.  However, there were some key senior executives that did leave the organization, including Oracle Corporation’s second in command, as well as the Senior Vice President of Oracle Government, Education and Healthcare.  

But the major lesson for the DoD is that the employee self-service model, and a shared services organizational restructuring, will work for the Department.  Areas ripe for consolidation include:  finance, human resources (personnel), and IT.  It has been estimated that the number of finance systems alone within the DoD, is somewhere in the neighborhood of 800 or more.
  

Within the primary operational unit of the Air Force, the base level Wing, there are opportunities galore to look at the internal structure and processes to make it a lean, and efficient organization.  Figure 5 on the next page depicts just a portion of the base level functions that would benefit  from a shared services/self-service model using CRM and ERP information technology solutions.  By implementing a new approach to common services provided by the Mission Support Group, the entire wing would be more efficient and troop morale and productivity would skyrocket.  The focus is on the Mission Support Group, as it is perhaps the most disparate base level organization, with stovepiped functional communities, and a broad mission.  However, any base level Group:  Operations, Medical or Logistics, have similar requirements. 
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Figure 5.  Potential e-Business Demand Chain-Mission Support Group

E-Business opportunities for the DoD touch all levels and all functions, and are scalable. For example, if the DoD simply started by moving to a self-service e-travel model, it could save millions by eliminating the contracts to travel agencies alone, and at the same time improve the morale of soldiers, sailors, airmen, and marines when reimbursement for travel takes a matter of days rather than weeks or months.  However, to really see the efficiencies gained through e-Business requires taking an enterprise view of the business.  Just within a base level organization, such as a Wing, the potential exists to use e-Business tools to refine and automate common processes such as training requirements, mobility requirements, budgeting, and in and out processing.  On a larger scale, the Defense Finance and Accounting Regional Centers must all consolidate to one single database instance, and use one integrated financial system.  Difficult?  Yes.  Impossible?  No!  For in the end, it’s not the technology, it’s the DoD culture that’s the issue.  

The adversary’s closer to home.  It’s the Pentagon bureaucracy.  Not the people, but the processes.  Not the civilians, but the systems.  Not the men and women in uniform, but the uniformity of thought and action that we too often impose on them.

The Honorable Donald H. Rumsfeld

Secretary of Defense

Chapter 4

IT Consolidation at Oracle

The problem is that information technology is not an isolated or “nice to have” part of the company; it’s right at the heart of virtually every aspect of business—especially e-business.

Dan Warmenhoven

CEO, Network Appliance

The very first organizational change Oracle made was to globalize IT.  First, they changed the reporting chain for their IT professionals from the countries and regional managers, to a new global IT organization.  Virtually all the company’s general managers resisted this change, until Oracle changed their compensation plans.  Oracle would either provide the country managers their IT support for “free” or they would have to pay for it out of their own budgets, lowering their profit margins and subsequently reducing their annual bonuses.

The company combined its operational databases from 58 countries into a single global instance located at the Rocky Mountain Data Center (RMDC).  Initially, the primary site was at Oracle Corporate Headquarters in Redwood Shores, California, but concerns over the energy crisis in that state necessitated making the corporate headquarters the back up site, and the RMDC “back up” site the new primary.  To a “geek” working at one of Oracle’s CONUS locations, the most amazing thing about this change was that the swapping of sites was virtually invisible to Oracle customers, employees, suppliers, and partners.

Snap-Shot of IT Consolidation

The consolidation to a single global data center began with the company’s enterprise databases and applications.  This effort involved hundreds of separate and disparate databases from the United States, Latin America, Asia Pacific, and European regions.  These systems were first combined on a regional basis, and later joined globally at the consolidated data center.  The figure below summarizes Oracle’s applications and database consolidation effort.
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Figure 6.  Oracle’s Global IT Consolidation

In the process of this global IT consolidation, Oracle also eliminated 83 legacy systems world-wide and replaced them with standard Oracle CRM applications.  The previous example cited in Chapter 3 on the Revenue Tracking System fits into the legacy systems category.  

Oracle’s E-Business Philosophy

Oracle’s overall approach to e-Business ran counter to what was then “conventional wisdom,” yet the company was, and continues to be, extremely successful in revolutionizing it’s organization.  The best view of their e-Business implementation philosophy can be summarized by the diagram below. 
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Figure 7.  Oracle’s E-Business Philosophy

Perhaps of most significance to the DoD are three major differences in Oracle’s approach to e-Business from how the uniformed services manage IT across their organizations:

· Oracle took away all IT decision-making and funding ability from its regional managers.  For the DoD this would translate to removing IT decision-making from the functional community and giving that responsibility to the Service CIOs, with oversight from the DoD CIO, a major paradigm shift!

· Oracle fit their business processes to software applications without any customization.  DoD seems especially adept at touting “buy Commercial Off the Shelf (COTS)”, but then customizing it to Government Office the Shelf (GOTS).  

· The company standardized processes on a global level.  The only thing standardized across the DoD and even within each Service is that nothing’s standard.  

To ensure his e-Business initiative kept momentum, Ellison recognized the importance of picking off that very first win.  Consequently, he chose to consolidate the organization’s 97 e-mail systems and servers into a single global e-mail instance.  

Consolidating E-Mail—An Idea Who’s Time Had Come

Within Oracle, e-mail is serious business.  Every employee uses e-mail to accomplish a myriad of tasks, from obtaining business approvals to distributing documents, from sending technical information to closing deals.  Additionally, e-mail is part of employee/supervisor work-flow such as such as tracking expense account approvals, tracking performance feedback and other employee HR actions, or notifying the right people when a software bug database item is updated or fixed, to cite a few examples.
  

Before the e-mail consolidation, the cost of administering Oracle’s e-mail systems was exploding.  For 35,000 Oracle employees worldwide (currently 42,000), Oracle’s messaging system consisted of:

· 97 Servers

· 120 Message Stores

· Proprietary e-mail clients

· 50 data centers, roughly around one per country

This system required 60 dedicated administrators because there were multiple systems all over the world.  Additionally, the e-mail system did not consist of a single domain, but sub domains based on country (e.g. us.oracle.com rather than oracle.com).  Furthermore, the fragmented architecture meant that many servers performed the same job for the various subsystems, and workload sharing among the hardware was a pipedream. 

E-mail Consolidation Approach

Oracle leaders took several internal steps to help ensure the success of the e-mail consolidation effort.  First, they established a “Global Mail Oversight Committee” which included senior management involvement.  They also established regional project teams, frequently led by a new regional coordinator or in some cases an existing regional IT manager if that person understood and bought into the consolidated e-mail vision.  Membership on the regional project team was comprised of the existing regional e-mail teams.  

The Global IT team published a timeline for the e-mail consolidation project and developed communications and marketing plans.  They were especially vigilant in targeting senior management in their communication processes to ensure continued support.  

Rather than biting off consolidation of the entire system in one fell swoop, the team decided to pick Latin America as their test area.  Using a methodical approach, they established benchmarks and a standard process that would then roll over to the other regions.  Recognizing the success of the program wasn’t considered a win until all users were satisfied, the team developed a “post implementation support” plan.  

E-Mail Consolidation Goals

First and foremost, Oracle’s goal was to reduce the cost of maintaining the company’s messaging system, yet still meet the e-mail needs of the company.  They wanted a solution that would support potentially 55,000 Oracle employees by mid-2000.
  Oracle wanted to:  

· Reduce the number of servers and databases for e-mail

· Implement a company-wide system rather than individual systems per country

· Have an e-mail system that worked with standard messaging clients

· Improve system performance and scalability

· Ensure the system was reliable and fault tolerant

After a great deal of research, Oracle’s IT department decided the best solution would be to consolidate the various different subsystems into one company-wide messaging system.  Unable to find a suitable software architecture that could support tens of thousands of users worldwide in a single database instance, the Oracle IT team decided to use the company’s own products.  

The Solution

The IT team decided to configure a system using an Oracle E-mail Server (OES) as a middle tier, with Oracle 9i databases as the message stores, and have all employees use an open standard protocol for their e-mail client.  They picked Internet Messaging Access Protocol version 4 (IMAP 4) as the default client, but employees can now actually use any client they wish as their front end, including Microsoft Outlook.  The bottom line is that Oracle doesn’t want to be in the client business, but rather focus on the criticality of back end of the e-mail system .
  

Figure 7 shows the current Oracle e-mail architecture.
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Figure 8.  Oracle Global E-mail Architecture

Currently, the middle tier is now running the company’s newest release of the 9i database, which takes advantage of the Real Application Cluster (RAC) feature.  In fact, the Oracle E-mail System is running the largest 9i cluster in the world, and processes 2 million messages a day.
  RAC permits a single instance of the database “clustered” on two or more machines, thereby creating a virtual single database instance but permitting faster access by load balancing across multiple servers.  As Figure 9 depicts, Oracle has clustered three servers, to more efficiently create the middle tier of its e-mail system.  

For a total of 42,000 employees, Oracle’s entire e-mail system is consolidated in one location, running on a total of 19 servers, broken out as below: 

· 3 global LDAP directories with fail over 

· 10 (6 incoming, 4 outgoing) SMTP servers with fail over

· 3 IMAP servers 

· 1 high availability e-mail cluster with three nodes

· 5 database instances (to include Japan) 

What are the Results?

Oracle’s e-mail is extremely reliable—core system non-availability is virtually non-existent.  Because of Oracle’s clustered architecture, they are able to add hardware and services with nearly zero down time.  Oracle’s consolidated e-mail system also supports multiple languages, so Oracle can electronically mail information to employees in over 100 countries.
  Furthermore, Oracle’s E-mail Server (OES) appears to be highly scalable to large number of users.  

An audited benchmark using OES simulating 360,000 concurrent users on a single server with an average of over 13,700 messaging transactions per minute resulted in a response time of less than one second for a typical user sequence of sending or retrieving/reading e-mail.
  

Perhaps one of the most significant findings is the increased productivity of Oracle’s highly prized IT professionals.  Oracle’s database administrators and systems administrators can protect, monitor, and patch the system with a single key stroke, virtually from anywhere in the world.  Because there are a limited number of vulnerable points in its overall e-mail topology, and because Oracle doesn’t run highly virus-prone products, the company has had virtually zero instances of virus infections since creation of its consolidated e-mail architecture.
  In fact, an Oracle IT professional can install security patches, globally, in one hour!
   Furthermore, since the start of Oracle’s “Unbreakable” campaign, the company has been targeted by hackers over 40,000 times, without a single intrusion or infestation of a virus--a record DoD would be envious of. 

But did Oracle achieve what it initially set out to do—reduce the cost of maintaining its e-mail system and while meeting the messaging needs of its workforce?  The statistics previously cited above address the second issue.  But Oracle picked off a win in the cost reduction arena as well—the company achieved an overall cost savings of about $11 million a year by consolidating it’s messaging system from a widely disbursed network of servers and software to a centralized system.

Taking E-Mail a Step Further—Unified Messaging

As previously mentioned, Oracle’s workforce, much like that of DoD, is highly mobile and requires “connectedness” at all times.  Thus, Oracle created its Oracle 9i Application Server (9iAS) Unified Messaging system.

What is Unified Messaging?  Oracle Unified Messaging uses the Oracle 9i database as a single message store for e-mail, voice mail, and fax messages.  This provides users the unique ability to access their e-mail, voice mail, and facsimiles from one of any number of clients.  For example, Oracle users can access voice-mail and fax as well as e-mail from a computer browser, similarly employees can use their phones to access (and reply) to e-mail as well as voice-mail.  

How Does it Work?  Using a “virtual inbox” approach, Oracle 9iAS Unified Messaging displays a unified inbox for voice, e-mail and fax, through a Java middle tier.  Messages are stored in their respective legacy message stores.  This permits Oracle to provide easy and inexpensive web access to a wide variety of message stores.  

True Mobility.  Oracle employees now have the ability to access their e-mail through telephones from anywhere in the world, in addition to the ability to access e-mail using a standard web browser when away from the office environment.  Additionally, if an employee wishes to respond to an e-mail or send one using the phone, the user simply accesses the system and states his message.  The “e-mail” message shows up in the recipient’s e-mail inbox as a .wav file.  The recipient can then reply either via a traditional e-mail response or by phone.  

Oracle 9iAS Unified Messaging Telephone applications are built on the Enterprise Computer Telephony Forum (ECTF) standard.
  Basically, Unified Messaging permits users to access messages with the messaging client of their choice, ensuring Oracle employees are never out of touch.

The Rest of the IT Consolidation Story

The stunning success of the global e-mail project brought the quick win that Ellison needed to convince his senior staff, and the Oracle board of directors, that he was right and there were bottom line benefits to the IT project.  Just as importantly, the Oracle global IT organization had proven itself.  

The global IT consolidation project was well on its way to radically altering the business structure of the company.  Rather than dedicated IT support staff and disparate computer systems in each country, at the whim of each individual country manager, global IT personnel were responsible solely to the company CIO, and had dotted lines to the countries they supported.  Figure 8 below is a simple graphic depiction of the new Global IT structure.
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Figure 9.  Example of Oracle’s New Global IT Reporting Structure

Oracle phased over the remaining systems and took them global on the Internet, attacking marketing and sales, human resources, education, and all remaining country specific stovepiped systems and databases.  The global IT staff divided the consolidation project into five key initiatives.  The first, messaging, has already been addressed.  The other four initiatives were:

1. Database Management.  Under this initiative global IT’s task was formidable.  They took 40 data centers, 32 back up sites, and 63 financial instances, and reduced it to consolidation at dual data centers (a primary and real-time back up site), and a global single instance of Oracle financials.

2. Education.  No less daunting, education was the next to be consolidated.  This meant taking 40 global registration systems, 501 servers, and multiple delivery systems and creating one primary registration system, 296 servers globally, and a standard delivery system.

3. Support.  The global IT team also had to address numerous support systems.  They consolidated 27 support applications, 32 back office servers, 60 databases, a regional tracking system, and 600 machines for testing and diagnostics, into a single global support instance, 2 back office servers, 4 databases, a single global tracking system, and 30 machines for testing and diagnostics.  It’s significant that Oracle successfully eliminated 83 legacy systems, usually a no-win proposition in any organization.

4. Desktop.  All along, one of Oracle’s main goals was to standardize the desk top environment and eliminate the cumbersome client/server nightmare.  They standardized operating systems and platforms as well as applications, and eliminated maintenance requirements to support multiple operating systems and platforms.  

Oracle’s Approach

If not already obvious, perhaps the most important aspect to Oracle’s global IT initiative was the involvement of the CEO, which in turn translated into commitment from his senior leadership team.  As part of the process, internal organizations scrutinized each process to determine how to make them more efficient, and the ERP and CRM implementation teams reported to Development.  This facilitated instant response to major functionality problems that could potentially waylay the global implementation of the software.  As mentioned earlier, it’s significant that Oracle used entirely its own software in this process.  

Perhaps most importantly, the CEO took direct control of the IT budget, and restricted the ability of managers to purchase non-standard IT products.  

Finally, Oracle didn’t subscribe to the “big bang” approach, but rather consolidated regionally, while still working on business process centralization, and then migrated globally as the final step.  

Change Management 

Oracle seemed to actively work on change management, although the company did not employ any formal change management process such as Six Sigma.  But the organization’s leaders established a vision, approached it systematically, and measured progress with metrics.  Nevertheless, the pressure of the “Ellison Factor” certainly sped the consolidation initiative faster than most employees might have liked.  

It’s also significant that Oracle, even as a software company, saw the need to address both processes and systems.  Leadership also instilled discipline in the organization and saw the need to retool employees with the skills needed to work in the new global environment.

Before and After Comparison

The table below summarizes the differences between Oracle’s IT structure before it’s global IT consolidation, and the resulting organizational changes after completion of the project.

Table 3.  Comparison of Global IT Structure

	Category

	Pre e-Business

	Post e-Business


	Organization

	( 60 independent IT organizations

( By country support organizations

( 1,600 IT professionals globally

	( Global IT organization

( ”Follow the sun” global support

( 1,179 IT professionals globally


	Process

	( Updates/upgrades complex, expense, time-consuming

( No drive to standards

( No common/best practices or knowledge sharing 

( Multiple Vendor Relationships

( Staffing imbalance between large and small countries

	( Instant updates/upgrades through common platform

( Highly standardized process

( Interdependent, interconnected environment

( Fewer, more strategic vendors

( Optimized staffing across countries


	Technology

	(Distributed, client/server model

(Multiple IT infrastructures

· Data Centers

· Servers

· Maintenance

( Multiple application instances

( Non-standard operating systems and numerous stovepiped applications

	( Centralized and standardized e-business model (100% internet based)

( Consolidation of IT infrastructure

· Data Centers

· Servers

( Consolidated application instances

( Standardization of operating systems applications

- Use Oracle throughout the enterprise



	


Source:  “Technology Area,” Briefing, Oracle Corporation, Redwood Shores, CA:  2001,  slides 9 and 10.

Global Help Desk

The creation of the global IT structure necessitated a change in the processes for service requests, trouble tickets, and user requests.  Rather than having dedicated IT support personnel assigned to each country and region, Oracle also consolidated all help desk functions.  Using it’s CRM software, users are able to get up to the minute information on outages, as well as log their own trouble tickets and service requests.  For urgent problems, Oracle continues to run a 1-800 number, with support available 24/7, because help desk personnel “follow the sun.”

But Does It Work?

Initial reaction to the Global Help Desk was negative, but after logging a trouble ticket over Oracle’s web-based system, and also calling the 1-800 number, the author found Oracle’s global help desk support to be superior to that of any found in the Air Force.  A significant finding, since the author’s prior experience includes responsibility for IT help desk functions as a Communications Squadron Commander for a base installation of over 8,000 users.  

What this new process does necessitate is for the users to be just a bit smarter on the technology, plus enabling them to work their own problems.  Within the DoD this would mean that the constant hand-holding of users would have to go.  But within Oracle, even Senior Vice Presidents are responsible for logging trouble tickets and obtaining help desk support when immediate problems require an immediate response.  Numerous retired Flag Officers, now on the Oracle senior management team, initially found this approach to be a bit of a culture shock, but adjusted to it as an extension of Oracle’s “self service everywhere” model.
   

A Real Life Example

Oracle’s e-mail system runs a bit differently than Microsoft Outlook, so it took a bit getting used to.  First experience with the Global Help Desk came after just one month at Oracle, since the e-mail account kept indicating “over quota”, which was puzzling since diligence had been followed in deleting unnecessary e-mails from the inbox.  A simple call to the Oracle global help desk 1-800 number fixed the problem.  The help desk technician “took control” of the client machine, and walked the user through the proper steps to delete e-mail.  The steps were simple:  a requirement to also “compact” the wastebasket folder.  However, not accustomed to this additional step, the user was initially stumped.  The help desk technician, located outside the continental United States, was able to train the user by verbal instruction, as well as by initiating actions to compact the wastebasket folder after taking control of the user’s machine.  Control was then passed back to the user, and training was complete, with both individuals never leaving their work location , thereby creating a “virtual” classroom.  

This is a real example of how instantaneously Oracle’s global IT help desk personnel respond to user problems.  When calling the 1-800 Global IT help desk number, the user first hears a recording outlining current outages.  Then, if the problem isn’t related to any of the current outages or system problems, the user than can select from a menu of options, and is routed to the help desk technician with specific expertise in that area.  For example, if it’s an e-mail issue, users are routed to IT professionals knowledgeable in Oracle’s e-mail system.  If the problem is with an Oracle ERP or CRM application, likewise, the user is connected to an IT professional specifically responsible for those functions.  

This methodology permits instant access to the right technicians for the problem.

But, if the user’s problems don’t require an immediate resolution, the user can log on to the global IT help desk web site and open a trouble ticket.  The trouble ticket is automatically routed to the appropriate technician for solution.  Once the issue is resolved, the user gets an e-mail reply, outlining what steps were taken to fix the problem.  If the problem requires the user to take action, the e-mail spells out, step by step, how to reset defaults or make appropriate changes to computer settings to fix the problem.

It’s All About The Right Information

Essentially, Oracle has found the right mix between requiring their employees to be self-sufficient in using necessary systems, and providing professional IT support, to ensure all employees don’t lose productive work time when problems are encountered.  Furthermore, Oracle employees, through the company’s “Intranet” have access to metrics on the global IT system, as well as current status on system up time.  

The global IT department publishes a quarterly report on system uptime for all the systems it maintains.  And the record is impressive.  Using a twelve month moving metric, e-mail core availability never dropped below 99.92 percent.  The Global IT department tracks outages that occurred during core working hours (defined as 0500 to 2000 hours daily), off peak hours (defined as 2001 to 0459 the next day), and weekend hours
.  They also track these metrics by translating core availability for the time zone where the outage occurred.  So if an e-mail outage occurred in a non-core period (e.g. 8:00 p.m. to 4:59 a.m., and weekends) in the United States, but affected users during their core period, such as in Europe, it is logged as a core availability outage, since the problem occurred during the core time period of the users affected.  Additionally, for the 12 month period, March 2001 through February, 2002, e-mail outages by component failure were about 25 hours for machine failures, and slightly over 200 total hours for database failures.
  Pretty impressive statistics.

Similar metrics are also tracked, and available to employees, for:  (1) Infrastructure systems outages and availability; (2) Financial systems outages and availability; (3) Internet systems outages and availability; (4) Oracle support services systems outages and availability; (5) Financial, infrastructure, internet and e-mail service requests opened, resolved, and unresolved for the quarter; (6) Web-logged trouble tickets by priority, and (7) System change requests lead time.  

Furthermore, the Oracle global help desk publishes it’s own report card, for their customers to see.  They track: (1) The volume of service requests by product set (e.g. CRM applications, database, hardware, etc); (2) The percentage of service requests that had to be escalated, in other words could not be resolved by global help desk employees and had to be escalated to another group for resolution, and (3) The number of calls the global IT help desk handled for a six month period.  

my Oracle(—A Productivity Portal

Oracle’s Intranet employee portal is comprehensive and accessible from any client machine that has a standard Internet browser.  Unlike the majority of DoD and military portals for service members, my Oracle( consolidates all functions of the organization and permits employees to actually conduct transactions on line.  

My Oracle( consolidates productivity tools, such as the ability to change e-mail preferences and settings, the ability for employees to set up and access Oracle Unified Messaging, access to Oracle sales tools, iMeeting and conference tools, and the company’s iProcurement product Global xChange.  From my Oracle( employees can also access the global IT website, log service requests, download virus prevention products and get the latest virus alerts. (However, Oracle does use a “push” methodology and updates virus definitions on all clients daily with the latest virus protection software.)  Employees can also get the latest status on IT issues, outages, and scheduled downtime.

Perhaps the most impressive part of my Oracle(, is the ability for employees to conduct all of their HR needs on line.  The portal has an entire section devoted to Human Resources, and employees can view and change their benefits, view and apply for internal job openings, and access immigration, diversity, and other HR programs.

Of course, my Oracle( permits users to customize their personal portal, and add links to other important Oracle Intranet sites.  My Oracle( allows users to access information and have a common view of their data, from anywhere on the globe.  Employees can view their e-mail, calendar, as well as reserve a conference room and associated audio visual support for any Oracle building, anywhere in the world through it’s Resource Scheduler product.  Conversely, Oracle employees can see what meetings are being held at any, and all Oracle locations, globally.  Figure 9 shows just a portion of the functionality of the my Oracle( portal.
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Figure 10.  my Oracle( “Resources” Page

It’s clear that Oracle leadership values the ability of their workforce to be productive from anywhere, anytime.  The my Oracle( employee portal is a leading edge application.  The reason it works is because it combines, with a single sign on, the ability of Oracle employees to conduct their everyday business, on line, from anywhere in the world.  Because Oracle has a “shared services” model for common business functions and has consolidated its systems under a virtual single database instance, Oracle can consolidate many typically stovepiped systems, such as finance and HR, and put it real-time on the my Oracle( portal. 

Oracle has totally web enabled it’s employees.  Through the my Oracle( Intranet portal, putting all productivity tools such as knowledge testing and education on line, eTravel tools, electronic expense reporting, and access to the common calendar and resource scheduler, Oracle has truly created a “virtual” office for all its employees.  A sick child no longer means missing a productive day of work, as employees can simply log on from home and continue to conduct daily business.  A business trip no longer means that employees are out of touch while traveling, employees can access e-mail and voice mail via unified messaging tools.  Ultimately, rather than “information overload,” Oracle employees feel more free to take control of their lives, and now have the ability to balance personal life and family life, because being a productive employee of the company doesn’t mean being tied to a desk for ten or twelve hours a day.

What About All Those DoD Portal Initiatives?

The reason an employee productivity portal isn’t working in the DoD is because the uniformed Services are still organized according to fiefdoms, and maintain stovepiped systems all owned by respective disparate functional communities.  There is virtually no data consolidation between any of the IT systems military personnel need to access in order to conduct daily business via an Intranet.  The personnel system is stovepiped and doesn’t feed the finance system, nor can military personnel access information, let alone change Tricare benefit data, on the web.  The potential for DoD to realize productivity gains is real.  But the Department, and each of the Services, are putting the cart before the horse, by trying to implement Intranet portals under the current stovepiped DoD environment.  Productivity portals are more than links to websites to get information, they are tools that permit employees to actually conduct business without ever leaving their desks.  Not until DoD adopts a “shared services” business model, will the reality of an employee productivity portal, resembling something even close to the functionality of my Oracle(, be a reality for service members.

It’s Not the Technology That Changes Things

The key enabler of Oracle’s business process transformation begins and ends with the Internet.  The technology permits a complete and radically new approach to business as usual.  But in the end, Oracle found the real challenge wasn’t the difficulty of adopting the new technology, it was motivating people to change their business processes.  And getting the managers who enjoyed their “power” to give it up and work in a collaborative environment was the crux of the issue.  The sales people liked their stovepiped systems, the employees liked being able to go to Office Depot the buy their products at the “off the shelf” price, and the country managers liked running their operations autonomously.  

The vital lesson here is that it was strong leadership from the top that was the single most important factor driving a complete change in Oracle’s approach to running its daily operations.  Yes, Oracle’s own e-Business software, implemented across the organization, did result in simplification of the processes.  However, the company found it wasn’t implementing the technology that was hard, but managing the change.  Only when the CEO put the pressure on, did things really begin to happen.   

…we must transform the way the Department works and what it works on…Our challenge is to transform not just the way we deter and defend, but the way we conduct our daily business…A person employed in a redundant task is one who could be countering terrorism or nuclear proliferation…we’re here today challenging us all to wage an all-out campaign to shift Pentagon’s resources from bureaucracy to the battlefield, from tail to the tooth.

The Honorable Donald H. Rumsfeld

Secretary of Defense  

Chapter 5

Is it All Hype?

There have been reams of press accounts written, positive and negative, regarding Oracle’s e-Business transformation and whether the touted savings and cost avoidance figures were based on reality.  Was there any truth behind the story, or was it all a publicity stunt to garner more business?

The Booz-Allen-Hamilton (BAH) Independent Study

Booz-Allen-Hamilton recognized the value of getting to the bottom of the “Billion Dollar Story” and using its own nickel, conducted an independent study of Oracle’s e-Business transformation.
  Additionally, the company took the analysis a step further, and created a business case using the Oracle model for a notional Federal government agency.  

Study Methodology

The goal of the analysis was to relate the Oracle story to the Federal government, and was conducted in two phases.  The first phase was to study of the results of the e-Business model and determine if there was substance behind Oracle’s numbers and if so, determine the relevance to the Federal government.  The second phase was translating Oracle results to a notional Federal agency.

Phase One:  Substance Behind Oracle’s Numbers

BAH recognized one of the key pieces missing, which would be of most interest to the Federal government, is the idea of cost reductions versus cost avoidance.  Additionally, BAH understood that the Federal sector also considers the costs of implementation, as the government must find funding for any new initiatives.  BAH used public and Oracle proprietary data, and captured the resources and costs incurred by Oracle for implementing it’s e-Business vision, not just the resultant savings that had been the entire focus of Oracle’s publicity campaign.

Using the same model Oracle chose to attack its e-Business transformation, e.g. the sell side and buy side of the business, the inside restructuring of the organization and processes, and the IT consolidation, BAH used pre and post e-Business metrics for each area.

BAH used actual data and conducted data trend analysis to project costs prior to the e-Business implementation, and to project what expenses would have been without Oracle’s e-Business initiative.  Additionally, BAH assumed constant revenues between the two scenarios.  The difference between the two results in projecting business benefits and is made up of a combination of direct cost savings and cost avoidance.  Benefits were projected through 2003 to display a five-year impact (1999-2003).  Figure 10 on the next page highlights the findings regarding Oracle’s e-Business benefits, both realized and projected through 2003.  
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Figure 11.  Oracle’s E-Business Benefits

As expected the most significant benefits fell under customer management.  This is consistent with Oracle’s business model, in that 80 percent of Oracle employees are customer facing.

But, BAH took their analysis a step further, and collected data on the costs to implement Oracle’s e-Business vision.  Their cost estimates included the resources and labor required for the four areas of buy, sell, internal and IT.  However, it must be noted, that their costs did not include the cost of Oracle software licenses, which would be a significant added cost to any other implementing organization.  But these costs Oracle itself avoided by implementing its own software for the entire e-Business transformation.  Figure 11 shows Oracle’s costs to date, and projected costs for 2002 and 2003.
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Figure 12.  Estimated Oracle e-Business Transformation Costs

As Figure 11 indicates, Oracle spent approximately $500 million to implement it’s e-Business model.  BAH projects Oracle will spend about $50 million a year as it continues to refine its e-Business processes.

On the surface, without any further analysis, it appears that Oracle’s e-Business vision was right on the mark and the company did in fact see the savings they touted.  But, general business practices insist on a more stringent evaluation.  A commonly accepted methodology to determine the value of a potential business initiative, is Net Present Value (NPV) and Return on Investment (ROI) analysis.

Using both of these metrics, BAH found that Oracle’s break-even point occurred in less than one year.  BAH even doubled the assumed costs, and still found the results were impressive.  The chart below depicts the findings of BAH’s cost/benefit analysis.


[image: image14.wmf] 

Figure 13.  BAH Cost/Benefit Analysis

BAH’s phase one analysis found that Oracle did achieve a significant return on its e-Business investment.
  They found that by investing approximately $600 million to fund it’s e-Business strategy, Oracle would realize approximately $5.5 billion in savings and cost avoidance over a five year period.

Phase Two:  Applying the Result to a Notional Federal Agency

BAH made the following assumptions when it mapped Oracle’s results for a notional Federal Agency:  

1. The Agency would be similar in size to Oracle 

2. The Agency would be customer-facing, similar to that of Oracle’s workforce

3. Just like Oracle, the Agency would be geographically dispersed

Moreover, BAH analysts also felt there were fundamental differences as well as similarities between a private corporation and a government agency.  They assumed that within private industry there is a greater ability to incentivize the workforce to accept new business processes and an e-Business model; and a private company would, in all likelihood, have greater resources.  On the other hand, BAH felt that a governmental agency would have stronger management and leadership (not a finding the author agrees with), a greater need to address labor issues, a more difficult budget justification process, and significantly more territory and system stovepipe difficulties.  Finally, BAH felt the technology infrastructure and staff capabilities were relatively the same for both a government agency and a private corporation.  However, once again, the author disagrees on the technology piece, as government agencies, and for the purposes of this paper, the DoD, isn’t anywhere close to having the technical infrastructure that most global companies currently possess.

In their phase two analysis, BAH found that some of these differences might actually increase the potential for a government agency to realize greater benefits than those Oracle garnered.  For example, BAH found that Oracle was much further along on its e-Business journey when it initiated its e-Business transformation than would be most Federal entities.  In short, here would a greater distance between the starting point (what is) and the end game (to be) for a government agency than it was for Oracle, thus equating to higher potential savings for a government agency.  Furthermore, the larger scale of procurement activities could also increase the potential benefits for a government agency.  

BAH also felt there were some barriers that government agencies face that could limit the potential benefits, these being the regulatory constraints a government organization faces, and the need to have a more phased implementation due to more limited funding.   

What’s the Bottom line?

BAH found that if a notional government agency achieved only a small fraction of the benefits Oracle realized, the e-Business transformation project would still produce significant results and be a worthwhile endeavor.  They made the following assumptions in their analysis:

1. Only 50 percent of the “customer management” benefits are relevant to the Federal government.

2. The notional Federal agency would achieve only:

· 50 percent of the procurement benefits (too low in the author’s estimation)

· 35 percent of the IT consolidation benefits

· 25 percent of the Enterprise Resource Planning (e.g. common services) benefits

Using these relatively conservative assumptions, BAH found that a similar e-Business project for a notional Federal agency would break even the third year after implementation is complete.  BAH felt it would take a government organization five years to reach full operational capability (FOC), and the project would break even three years after that.  Figure 13 on the next page depicts their findings.  
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Figure 14.  Cost/Benefit Analysis for “notional” Federal Agency e-Business Transformation

Not content with their initial findings, BAH took their analysis a step further, and extended their break even analysis for a government agency using four other scenarios.  They evaluated the break even point for their notional agency using various assumptions of benefit realization percentages, from a low of achieving just 15 percent of Oracle’s benefits, to achieving a whopping 75 percent of the benefits Oracle realized.  As expected, depending on the percentage of benefits realized, the break even point shifted either left or right.  Regardless, even if a government agency achieved only 15 percent of the benefits garnered by Oracle, it would break even in year eight.  Of course, this doesn’t consider the boon to the agency’s workforce, and looks at the numbers only.  Figure 14 graphically depicts the difference in the break even point for a Federal Agency, depending on the percentage of benefits realized.  
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Figure 15.  Break Even Analysis for Various Benefit Scenarios

What the Numbers Don’t Say

Although financial return is an important metric, it’s not the sole reason for changing business processes and adopting an e-Business model for the DoD.  This is a fact that BAH analysts recognized as well.  BAH has created a metric called “Value Measuring Methodology.”  This holistic approach goes well beyond the standard cost/benefit analysis and evaluates projects looking at six essential non-monetary factors:
  

1. Direct customer value

2. Social (non-user) public value

3. Government operational value

4. Strategic political value

5. The risk

6. Government financial value. 

BAH concluded that a potential greater and more important benefit, than strictly a monetary return, is the impact such a transformation would have on improved organizational performance of a Federal entity. 

BAH also identified key enablers similar to those Oracle recognized as being an essential part of any e-Business initiative:

( Senior Leadership must drive e-government solutions (Oracle’s “Tell It Don’t Sell It” philosophy).

( E-government solutions must be accompanied by organizational transformation efforts (no different that Oracle’s internal restructuring to a shared services model).

( IT infrastructure improvement is a key first step and an enabler (Oracle’s global IT consolidation endeavor).

( A well structured analysis should be performed early to guide the effort (probably the only thing Oracle wasn’t particularly strong in, although leadership did develop a 3 year roadmap).

( Organizational buy in and the requisite funding and resources are non-negotiable (the “Ellison Factor,” removing IT spending authority from the country managers, and the realignment of designated IT funding from other projects to pay for the company’s e-Business transformation).

The bottom line is that BAH’s detailed analysis lends credibility to Oracle’s story.  An independently funded study, which included the associated costs incurred to achieve Oracle’s e-Business vision, proved that the DoD would see similar savings as Oracle.  Perhaps more importantly, though, are the non-monetary benefits BAH identified that would virtually transform the way the DoD meets its national defense mission.  

Everyone wants to transform…nobody wants to change.

Too many mutterings to isolate original source

Chapter 6

Lessons for the DoD

In addition to the various observations cited throughout this report, Oracle’s e-Business transformation and the Billion Dollar Story holds numerous other lessons for the Department of Defense. 

Top Ten No Brainers

( It’s Not the Technology!  Although this paper seems to focus a great deal on technology, the real lessons learned are in Chapters 2 and 3.  Changing their internal business processes was the foremost driver behind Oracle’s successful adoption of the e-Business model.  This idea has been proven time and time again, perhaps most comprehensively in a study by Professor Lorin Hitt at the Wharton School.  He found that the strategic value of IT is concentrated in firms that have “modern” organizations, and although IT can create significant value, that value is affected by complementary organizational investments.  Firms that successfully make organizational changes to move to a “modern” business model receive disproportionate benefits for their IT investments.

( Leadership is Crucial.  The “Ellison Factor” drove change throughout Oracle.  The DoD, indeed each of the Services, needs to find and empower a similar benevolent dictator to drive their e-Business transformation.  The DoD must invest confidence and authority in its IT leadership.  These IT professionals need to have the leeway to “break glass” and be the change agents within their Services. 

Naming one of the Services as the Executive Agent for e-Business Transformation may go a long way to get the necessary buy-in from the uniformed services.  Furthermore, it will mean that those organizations who live today with the inefficiencies created by stovepiped IT systems, will have the opportunity to create a better world.  When they do, they should be allowed to keep the savings.  

Secondly, perhaps it’s time to recognize the need for a “combat commander for IT” to bring DoD in line with the rest of corporate America and recognize the strategic value of IT to the organization.  Along those lines, either the primary Service CIOs, or at the very least the deputy CIOs, should be uniform wearers to ensure an understanding of the “war fighter perspective.”  Or as a minimum, create a symbiotic relationship between the Service leads for IT and the Service’s civilian CIOs.  Furthermore, these positions should be held for a minimum of four years, even if filled by an active duty member, to ensure continuity of the e-Business vision regardless of administration and the normal two year cycle of the political appointees.

Finally, to help the functional communities realize their e-Business potential, a CIO should be named and placed within each functional area, reporting to the Service CIO, but working day to day alongside their assigned functional leader to help lead them through the transformation.  This person should be an IT professional cognizant of the technology and the functional area’s requirements.   

( It’s the Money!  It’s time OSD, and the uniformed services, recognize that IT is a strategic resource.  Information technology must no longer be viewed as simply a supporting function.  If the DoD is to become a lean, agile, adaptive fighting organization, it can not continue to put money for IT systems at the bottom of the Services’ funding priorities--in the “if we can afford” it category.  We can no longer afford not to fund it!  The uniformed services must recognize that for over ten years, funding for IT has been totally inadequate, and has fallen significantly behind the level of IT investment seen in forward thinking corporations.  This is the single most compelling reason why the DoD is so very far behind corporate America in leveraging enabling information technologies.  Additionally, IT projects should compete for and garner their fair share of the proposed transformation “bishops fund” as projects aimed at revolutionizing the daily business of the Department will yield results far exceeding their funding requirements.
 

Within the Army, 60 percent of its annual budget is spent on the business end.  If that’s the case, why is IT funded at only $5 billion of a total Army budget exceeding $100 billion?  Furthermore, if 60 percent of the annual budget is currently spent on the everyday business of running the United States Army, its clear by implementing e-Business processes and systems outlined here, that this percentage could be reduced to no more than 50 percent, thus directly impacting the Army’s ability to funnel more funding into it’s objective force warfighting requirements.  This is not an Army unique situation--all of the Services are in the same IT funding boat.  In the end, it will take an initial upfront infusion of money to implement e-Business processes and systems, but the benefits gained will be more than worth the cost.  

Additionally, not until the Services are forced to adopt a DoD-wide e-Business vision, by taking away funding for stovepiped systems that support individual functional fiefdoms, will transformation really occur.  This also means the IT e-Business Transformation executive agent should have oversight and funding authority, for all common DoD IT systems.  Similarly, the Services must continue to slap the hands of their functional communities, and no longer permit them to fund any IT systems.  This funding authority should be held at the highest level within the Services, at the Service CIO-level, with operational support from the service IT staffs.  

( IT is a Weapon System.  The problem behind the DoD bureaucracy is that IT has taken a backseat to “operational” systems far too long.  That’s an unfortunate short sighted approach.  In the end, the more waste and duplication of effort it takes to maintain antiquated systems that support tribal cultures, the more the Defense Department sacrifices in operational capability.  Naming an “executive agent” for IT and calling that person the “combatant commander for IT” as previously suggested, will be one more important step towards legitimizing the importance IT plays, not only on the business side of the national defense mission, but on the war fighting end as well.  

( Outsourcing is Not a “Four Letter Word.”  The recommendation to move to a shared services model could well result in even more bureaucracy within the DoD, if the past is any predictor of the future.  It’s apparent that current centralized services within the Defense Department, in the form of the Defense Logistics Agency, the Defense Information Systems Agency, the Defense Finance and Accounting Service, and the Defense Commissary Agency, are not rousing success stories.  The way around the creation of even more red tape and fiefdoms is to create strategic partnerships with private organizations that excel in demonstrated areas of need within the Department of Defense.  These include the functional areas cited numerous times throughout the paper, including but not limited to:  finance, personnel, legal, contracting, retail functions, and IT, to name just a few.  However, success depends on the Services’ ability to accept standard business processes rather than continuing to hold onto stringent and unique DoD methodologies.  Only by doing so, will outsourcing and partnering with industry be a success story.  

The Services still have the mentality “if you don’t own it, you don’t control it,” which is based on an outdated adversarial relationship with their contracting community.  DoD leaders need to change their mindset from “why should “x” function be outsourced,” to “why shouldn’t “x” function be outsourced?”  

( We’re Losing People Over This.  Each of this year’s Secretary of Defense Corporate Fellow (SDCFP) sponsor companies found that the lack of collaborative and portable tools directly contributed to higher turnover of greatly valued members of their workforce.  Employees were not satisfied with a two or three week delay in expense account reimbursement, nor were they happy about lack of support for essential business processes and human resource functions.  DoD leaders need to recognize that current antiquated business processes for personnel support are a retention issue, and fix it.  This includes, but is not limited to:  the inability to make flexible and instant travel arrangements and the laborious travel expense reimbursement process (is there anyone out there who really looks forward to dealing with DFAS?), medical benefit non-portability, lack of ability to seamlessly make personnel information updates and changes, and the archaic way soldiers, sailors, airmen and marines are required to process in and out of their military assignments.

( Customize and You’re Dead.  A common theme, among SDCFP sponsor companies at the leading edge of the e-Business revolution, is that organizations must fit their business processes to the software.  DoD has an incredibly poor record in this area.  It’s time to recognize that we aren’t that unique!  

While there are numerous other factors that contributed to the nightmare the Air Force is facing with the poorly managed Military Personnel Data System project (Mil PDS formerly MILMOD), it is significant to note that the Air Force wrote 1.8 million lines of additional code.  The entire commercial HR application Mil PDS is based on, is only about 1.5 million lines of code.
  

Now the Air Force has a system that is, in effect, useless and stovepiped.  The product is hosted on an application that is a version behind and uses a database structure that is two versions out of date.  It’s virtually impossible to take advantage of all the improvements the developer has made in its new releases, because the system has become so customized as to be unsupportable. These new functionality improvements include web enabling, migration away from the client/server architecture, and the inclusion of clustering technology, that permit a single instance of the database to be hosted on numerous machines.  The Air Force would be better off scraping the entire project and adopting common business practices for its HR functions. 

( It’s Time to Change the Culture.  A year in industry has shown how very stovepiped, tribal, and feudal the DoD culture is, and indeed this is seen even within a single service.  It’s time to reward risk taking and the implementation of systems that reduce functions and manpower.  At the same time, saving money should become a motivator.  Organizations and their leaders should be rewarded when they identify systems and processes that will save both dollars and manpower.  This requires a change in the entire Planning, Programming and Budget System (PPBS)—a system currently on Secretary Rumsfeld’s hit list.  

In addition to Oracle’s radically different approach to IT, the company also identified critical success factors that fly in the face of the current DoD culture.  These success factors should be copied and posted in all DoD offices responsible for the procurement of any IT system (some have been mentioned already)
:

1. Leadership/executive sponsorship is critical

2. Quick, early wins build momentum for the transformation

3. The full potential of e-business is broader than simply cutting costs

4. Change management is the hardest part, not IT

· Simplify both business processes and software

· Limit customizations

5. Successful implementation is a result of forced compliance

· Tell it, don’t sell it

6. Understanding interactions between business functions is critical

7. Over communicate the vision of the post e-Business world

8. Focus on creating feed back loops to development organization

Corporate America also has a distinctly different productivity culture.  When they cut their head count, they call it increased productivity.  Just why is it when companies introduce better products and services, and grow their business by double digits at the same time they are reducing the number of employees, they tout it as productivity gains?  On the other hand, the DoD is famous for complaining about having to “do more with less” because of decreasing manning levels.  Why is there a difference?  The divergence is the way the work gets done.  Industry implements productivity tools to increase efficiencies that permit reduced manning.  In contrast the military services keep the same outmoded processes and pile more work on top.  The way to realize those productivity gains seen in corporate America, is to follow their lead and implement tools to permit the troops to be more efficient.  The examples are endless and have been cited throughout this paper.  But in the end, efficiency gains in everyday processes will directly result in increased war fighting capability and reduced support requirements. 

( If It Takes More Than Two Years—Forget it!  Industry recognizes the need to “start small, think big, and scale fast.”
  Today, IT systems that take even six months to field are out of date before they reach operational capability.  Current estimates for DoD to field an e-travel capability that will allow personnel to electronically file travel vouchers is 2008.  Why bother to field the system at all?  Even today, the system in development is already out-of-date because it’s based on a client/server architecture and not a web-enabled standard travel application.  By 2008, the technology will be so out of date, the system will be useless. 

Moore’s law now shows the speed of processing power doubles every six months.  Truly leading edge companies have a philosophy that any IT system taking more than two Internet years to field is too long--and an Internet year is three months.  

The bottom line is that DoD program managers who brief IT projects showing fielding dates past 2005, should have their programs cut.  And that’s giving them two years beyond what is acceptable in industry.  Oracle transformed an $11 billion dollar company, including a total organizational restructure, adoption of totally new global business processes based on a shared services/self-service business model, and consolidated its entire IT infrastructure, in just 18 months.  The DoD would do well to pay attention.  The Department’s shareholders—the American taxpayers—trust DoD to be good stewards of their money.  Fielding IT systems five years from now just doesn’t cut it.  

( It’s Time to Play Hardball.  There can be no doubt that transforming the Defense Department into an “e-Business” has the potential to save, at a minimum, 10 percent of the DoD budget.  Given the size of the administration’s requested $379 billion Defense budget for FY2003, that would be almost $38 billion a year that could be rechanneled to increase war fighting capability.
  Today, the DoD makes “rounding errors” in the billions of dollars because of antiquated financial systems, and the Services can’t account for $2.3 trillion in financial transactions
.  The American taxpayers deserve better, the dedicated uniformed and civilian members of the DoD deserve better, and American allies deserve better.  The Service’s Title 10 responsibility is fulfilled at the “direction of the Secretary of Defense,” and he’s made it clear that the Pentagon bureaucracy is the enemy.  

Moreover, the Business Initiatives Council (BIC) needs to get aggressive.  Understandably, the initial 31 initiatives already sponsored by the BIC are relatively benign, and the Council should be lauded for trying to pick off a few “early wins.”  But now its time to adopt a “take no prisoners” attitude to eliminate the bureaucracy of the DoD, and make radical changes in the way the Department conducts its everyday business.  Some real “out of the box” thinking is needed, and that’s the entire purpose behind the Secretary of Defense Corporate Fellows Program.  Along those lines, this year’s Fellows, in keeping with the legacy of the six classes that have come before, made radical recommendations in four broad areas:  Organization Agility, Business Practices, Human Capital and Information Technology.  (See Appendix C for the SDCFP Recommendations to the DoD.)  Some of these recommendations will need support from the highest levels of DoD leadership—but the potential benefits to America are worth the effort.

America’s founding fathers had very legitimate concerns over military dictatorships, and created a structure that gave our civilian leadership power over the uniformed services.  The Defense Department’s civilian leadership has told the uniformed services to transform.  Now is the time to radically change the DoD business processes, a move that will result in a permeable organization communicating across all boundaries, and sharing business, tactical, operational and strategic information seamlessly.  There are several approaches that would work to provide the requisite leadership and motivation to adopt a common shared services model across the Department, and provide real incentives for Services to transform.  Some have been mentioned in this paper.  But in the end, it’s time for DoD leaders to realize there are “no sacred cows” and strive to work together to transform the everyday business of the Department.

Closer to Home--A Practical Application

The suggestions and lessons outlined above are broad and strategic in nature.  Consequently, one would be foolish not to recognize that to implement any of the recommendations requires a radical change in the way the Department of Defense leadership thinks and operates.  So perhaps it’s time for the Pentagon leaders to “walk the talk” on transformation.  Only when the field sees their leadership taking strong, forceful steps toward information integration and organizational structure reform, will they follow suit willingly.  

And the solution comes in the form of a change to the IT structure and support model for the Pentagon itself.

The Virtual Pentagon:  Good Idea-Bad Execution

The events from September 11, 2002 showed how very vulnerable the strategic IT systems in the Pentagon are.  As an outgrowth of that event, an initiative has taken off called the “Virtual Pentagon.”  While it sounds good in theory, when delving deeper into the details of the project, it is clear that the initiative is based on a faulty premise to begin with—the assumption that each of the uniformed service staffs, the Joint Staff, and the OSD staff, all need their own dedicated IT systems and support.  

The solution to the problem is much more clear cut and goes something like this.  

Exploiting IT at the Pentagon.  The Pentagon is just the place to start instituting change and the system to start with is e-mail.  The first required paradigm shift is to view the Pentagon as a single enterprise made up of several line business units, rather than viewing it as separate and unique entities made up of the four Services, the Joint Staff, and OSD.  The only way consolidation of IT functions will work, is to make sure all Pentagon entities understand this new business model.  Communication from and to the appropriate leadership levels will be critical here.

Second, it is imperative that all IT support for the Pentagon be provided by a single entity, beginning with consolidating all e-mail systems into a single domain.  Simply put, this would mean that anyone assigned to the Pentagon has the same e-mail domain, e.g. firstname.lastname@pentagon.mil.  Why does the Pentagon need to maintain numerous different e-mail domains, such as js.pentagon.mil, army.pentagon.mil, af.pentagon.mil, navy.pentagon.mil, to name just a few?  Managing all of this redundancy is an incredible waste of resources.    

Third, there is no reason why e-mail and other information needs to be hosted onsite.  Instead of creating redundant systems, all data should maintained off site, and accessible via high-speed links.  Just think, after the September 11th incident, personnel not required to remain at the Pentagon could have gone home, logged onto the web via their own Internet service provider, and done their daily, unclassified, work from home until the dust had settled.  Taking that thought even further, they could have collaborated via virtual teams using various project productivity tools.  

Current approach is Inefficient.  The DoD can no longer afford the manpower and dollars wasted permitting each of the Services and staffs headquartered in the Pentagon to run their own IT infrastructure, e-mail and messaging systems.  The headquarters have been directed to take a 15 percent cut in personnel so it makes sense to consolidate IT, remove that responsibility from the Services, Joint Staff, and OSD, and send those active duty personnel back out to the field and reallocate contracting dollars spent to maintain these stovepiped, duplicate systems.  

The way to make this initiative work is to incent the Services by taking their money to fund the initial system, and then giving it back to them after the system is functional and providing their e-mail support.  The Services can then use this money to fund other pressing programs.  On the other hand, the only sure way to make this work is to mandate that it happen and direct that the Services no longer spend any funding to support unique e-mail systems within the building.  The Data Center Directorate in the Office of Information, Technology and Communications, at least on paper, has responsibility for the IT infrastructure of the Pentagon.  So make it a joint organization, with funding and responsibility to act as the IT service provider and IT contract overseer for all Pentagon entities, perhaps with oversight from the J-6 or DoD CIO.  

Consolidating IT responsibility at the Pentagon has been tried before and failed.  Ultimately, it failed because the initiative lacked buy-in from Pentagon tenants, support from leadership, and incentives for the various organizations to support a single IT organization.  

DoD resources no longer permit the luxury of duplication of effort by Pentagon occupants.  Not to mention multiple e-mail systems, servers and databases are ideas way past their prime.  

It Goes Beyond E-Mail.  In keeping with the BIC idea of starting small and planting the seeds for future initiatives, once this methodology is validated as a viable model for e-mail, steps should be taken to consolidate other systems, as addressed earlier.  Then move the systems, the related data, hardware and software, off site to ensure security, reliability, and redundancy. 

Implementing the suggestions outlined here will truly create a Virtual Pentagon, increasing efficiency, and more importantly protecting the people and strategic information.

It’s also important to recognize that the philosophy being touted by those contractors responsible for the current Virtual Pentagon project is out-of-date and runs totally counter to the latest approach for IT system architecture.  Unfortunately, existing Virtual Pentagon methodology on the idea of “data redundancy” is based on 1990’s technology:

If you have all your data in one database, it would get ruined if someone attacked it.  But suppose your data is spread out over 12 databases in 12 different locations.  Somebody maybe could do some harm to one of those databases, but that’s only one-twelfth of your data.  And you still have eleven-twelfths of it that you could use to reconstruct your data.

Robert Nabors, MajGen (ret)

Senior Vice President for Government Solutions, EDS

If this were the case, it’s doubtful an $11 billion company, among others in the industry, would run its worldwide operations from one global data center (with a fully redundant, real time, back up site).  Instead, it would spread its IT assets around the world in hundreds of databases, and have dedicated IT professionals located throughout the globe to provide hands on systems support.  Sounds like just where Oracle came from.  Oracle and other leading edge companies, have all recognized the value of data integration and consolidation.  Current database architecture technology enables critical systems to be backed up at all times, even during system maintenance.  Technology today makes it possible, affordable, and smart, to locate real-time back up sites hundreds or even thousands of miles away, and consolidate data and systems to ensure information can be shared across all entities.

This idea of data consolidation with fully redundant backup sites was proven by Commerzbank in New York during the September 11th terrorist attacks.  Using fail over technology, Commerzbank was able to bring its back up system in Rye, New York on line immediately and meet all its financial processing obligations within hours after they lost their primary site in the World Trade Towers.
  Unfortunately, the same was not true for a great many other companies, nor was it true for the IT systems that were hit in the Pentagon on that fateful day.

A Final Lesson—It’s A Target Rich Environment

The opportunities are virtually endless to implement e-Business processes and technology to make the Department of Defense a lean organization.  The problem with recommending “a quick win” as addressed in the Virtual Pentagon initiative above, is that it has the potential to marginalize potential larger opportunities.  This could result in leadership thinking something of significance as been accomplished, when in fact, they’ve just taken a very tiny step in an incredibly long journey.  

A case in point, as mentioned earlier, is the current project to implement an automated travel order program.  A closer look shows the current methodology is nothing more than implementing a “faster typewriter” and doesn’t take advantage of industry practices in the e-Travel arena.  OrderWriter, the pre-cursor to the Defense Travel System, just simply takes today’s travel order process and automates it. 
  The traveler still must coordinate with the Commercial Travel Office to schedule flights, book hotel rooms and rental cars, and obtain appropriate costs.  Then, the traveler must manually enter this information into the system.  Which begs a couple of basic questions.  If a GPS, in a state-of-the-art automobile, knows how far it is from one point to the next, why do travelers still need to put in mileage information into the system?  Why do troops still have to visit the ticket office to book flights, obtain airline costs and pick up tickets?  All of this information is available today, via the web. 

Why not scrap this program, outsource the requirement to a provider who has implemented an industry standard travel program, and get it out there to the troops?  Using eTravel self-service technology, Oracle reduced ticket transaction costs by 75 percent, reduced the cost of their average air fares by 10 percent, and has saved more than $50 million to date.
  Even a conservative estimation of similar savings to the DoD overrides any argument about the value of maintaining the Joint Travel Regulation, preferred government fares and carriers, the requirement for all those contract travel agencies, and the laborious oversight of the current travel process.  It all goes back to looking at standard processes and making them more efficient, before implementing information technology.  

Certainly, there are even larger fish to fry than an e-Travel program or a “Virtual Pentagon” initiative, and the DoD leadership must forcefully address how e-Business technologies and processes can impact the support of major weapon systems, by revolutionizing maintenance, supply, and repair processes.  Furthermore, e-Business technology and processes could radically reduce the time it takes for the Joint Requirements Oversight Committee (JROC) to get mission system requirements into the Program Objective Memorandum and compete for funding.  Couple these potential improvements to weapon systems requirement and support processes, with the e-Business efficiencies to be gained by becoming a seamless organization sharing information across the enterprise, and one can see that the savings would be substantial, on the order of $40 billion or more a year.  Money that could be put to better use transforming our platforms, fixing our broken spare parts problems, providing quality housing, and rewarding overworked troops.  

In the end, the point of this entire discussion is to recognize the potential for large efficiency gains across the entire spectrum of mission areas, and go after them aggressively, as well as the smaller scale wins.  

It’s All About Empowering the People

The DoD is woefully behind, and getting even farther behind as the days go on, in recognizing that the IT world has changed.  There is great potential to radically improve the way the Department uses its people and processes its information.  Changing won’t be easy, but it’s the culture that holds back progress, not the technology.  

As long as you’re not part of the solution, there’s good money to be made in prolonging the problem.

E.L. Kersten, PhD

Founder, Despair, Inc.

Chapter 7

A Word About September 11th
As a member of the active duty uniformed services, witnessing the response to the Terrorist Attacks on September 11, 2002, by one of America’s leading IT companies was gratifying and humbling.  The author would be remiss in not highlighting the significant contribution of Oracle and the company’s dedicated employees in assisting both the Department of Defense and its customers on and after that horrid day.

Oracle Homeland Security Task Force

The day after the attacks, Oracle stood up a Homeland Security Task Force.  Immediately, Oracle technicians went into action.  Some responded to calls for assistance from the Pentagon, while others were hard at work restoring the IT systems of their customers in the World Trade Towers.  

Oracle created a 1-800 number for all customers to call and ensured appropriate staffing by qualified technicians in all the business areas of their customers.  The Reston office volunteered 197 office spaces and it’s Resource Scheduling software to DoD, should the Department need it to meet immediate office needs.  

Those employees who were not immediately needed in the field, were put to work identifying what systems and current services Oracle could offer America in responding to this event.  All the while, September also hit close to home for the company, for it is now well known that Todd Beamer, of “let’s roll” fame was an Oracle employee and perished aboard United Flight 77 in the fields of Pennsylvania.

Oracle’s Homeland Security Task Force identified a myriad of current solutions, including but not limited to, a portal for emergency response teams to collaborate over the web, special technology to assist organizations in tracking critical assets, mapping technology to allow cities and counties to identify crucial infrastructure nodes, as well as numerous other technology solutions to immediate problems.  

The Oracle Homeland Security Task Force worked for four months, until solutions and deliverables were rolled out to all Oracle personnel, to assist them in providing immediate response to customers throughout the world.  

Larry Ellison personally offered all of Oracle’s products, services, and technical assistance to the Department of Defense, free of charge, to help immediately restore the IT systems the Services lost in the Pentagon attack.  In effect, the company threw all its assets and resources behind the Department of Defense.  

Office of Homeland Security

Given the necessary change in the focus of America’s governments (Federal, State, and Local), American corporations, and volunteer organizations throughout the world, Oracle stood up a permanent office of Homeland Security.  Today, Oracle personnel continue to work diligently to help the Federal government institute IT solutions that will permit the sharing of information across agencies.  Oracle’s solution for a “National Terrorist Database” is an outgrowth of a current system in use by the Drug Enforcement Agency, and provides the ability for disparate organizations to share information that could identify potential problems, and prevent a reoccurrence of the events of 9-11.

An Obvious Patriotism

It became apparent that Oracle employees have a deep loyalty to the governments of the nation.  The company and its employees stood side by side with DoD personnel, as well as Federal, State, and Local agencies, to help recover crucial systems after the attack.  Additionally, company senior leaders provided continuous and visible support to their employees, calling internal meetings for months after the attacks to allay fears regarding the necessity to travel, addressing the need for vigilance in their daily lives, and openly discussing the tough issue of cultural diversity within the company and advocating understanding and acceptance of all Oracle employees.

In the end, Oracle employees were all patriots and it was an honor to serve side by side with them on the Homeland Security Task Force.  

Chapter 8

Conclusions

Outdated systems crush ideas that could save a life.  Redundant processes prevent us from adapting to evolving threats with the speed and agility that today’s world demands.

We must change for a simple reason—the world has—and we have not yet changed sufficiently.

The Honorable Donald H. Rumsfeld

Secretary of Defense

The Oracle Billion Dollar Story is true.  In fact, it is now the “$1.5 Billion Dollar Story” and the company is well on the way to reaching its new target of saving $2 billion through its e-Business transformation.  While the technology was a crucial key enabler, and unleashing the power of the Internet was at the very heart of this e-Business revolution, Oracle radically changed its internal processes, and restructured its global operations to become a “modern” organization.  It was these two changes that proved to be the most difficult, yet the most necessary. 

For the DoD, there are a great many lessons to be learned from Oracle’s e-Business tale.  Current stovepiped systems and organizations inhibit the ability of the Department to transform into the agile organization it must be to win the war against terrorism, and meets the demands of the world’s changing environment.

Most officers, enlisted personnel, civilian employees, war fighters and support personnel are more than up to the challenge.  It’s incumbent upon the senior leadership to institutionalize changes within the Pentagon bureaucracy that will ultimately result in creating a seamless, permeable organization that shares information all the way up and down the chain of command.

The resultant dollar savings from a DoD e-Business transformation would be significant, yet the DoD has more to gain by becoming an efficient modern organization, where service members are connected from any where, any time and have access to critical information.  In the end, the military services fight wars pretty darn well, but are steeped in inefficiency, duplication of effort, and waste in their daily operations.  And this inefficiency comes at the expense of the country’s war fighting capabilities and threatens the security of the nation.  

It’s time to become e-DoD.   

It is not, in the end, about business practices, nor is the goal to improve figures on the bottom line.  It’s really about the security of the United States of America.

The Honorable Donald H. Rumsfeld

Secretary of Defense

Appendix A

DoD Oracle Customers

DoD Enterprise Licenses

Defense Agencies

· DLA

· DISA

· DFAS

· JCS

· DCMA

· DECA

Air Force
· USAF

· USTRANSCOM & components (MTMC, AMC, MSC)

Defense Health
· Army

· Navy

· Air Force

· Tricare

Navy/Marine Corps
· United States Marine Corps

· Naval Sea Systems Command

· Naval Supply Systems Command

· Naval Air Systems Command

· Space and Naval Warfare Systems Command

· Naval Facilities Engineering Command

· Military Sealift Command
DoD Application’s Software Customers

· Defense Finance and Accounting System (DFAS)

· Defense Logistics Agency (DLA)    

· Defense Energy Support Center

· USN - Military Sealift Command

· USN - Bureau of Personnel

· USN - Chief of Naval Operations

· USN - Naval Facilities Engineering Command

· USN - Naval Sea Systems Command

· USMC

· USA - Military Traffic Mgmt. Command

· USA - Corp of Engineers (COE)

· USA - Army Research Laboratory

· USAF - Aerospace Maintenance & Regeneration Center

· Commander, Operational Test and Evaluation Forces

· Space and Naval Warfare Systems Command

· Defense Medical Human Resources System (DMHRS)

· Tricare Management Activity (TMA)

· Defense Contract Management Agency (DCMA)
Intelligence Organizations

· Naval Security Group (NSG)

· National Security Agency (NSA)

· National Imagery & Mapping Agency (NIMA)

· National Reconnaissance Office
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Oracle Security Evaluations
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Appendix C

SDCFP Findings and Recommendations
 

Secretary of Defense Corporate Fellows Academic Year 2001-2002

Organization Agility

Transformational Culture

· Corporate America uses culture to align the work force

· “Change” and “continuous improvement” articulated as the norm

· Individual performance plans linked to efficiency initiatives

· Internal and external communications foster “buy-in”

· DoD should:

· Develop & communicate unified vision, mission, and goals 

· Develop in coordination with Service & Agency Heads

· Widely disseminate through all command levels

· Reinforce at every leadership contact with military/civilian workers
· Identify and leverage ops/business best practices across DoD

· Form ad hoc teams to identify and benchmark 

· Develop and submit process changes

· Reward performance that leads to efficiency 

· Tie pay/promotions/awards to specific accomplishments

· TSP matching Funds and/or U.S. Savings Bonds

· Permit organizations to recoup dollars saved for future use

· “Brand” DoD as an attractive industry partner

· Allow fair (market) profit the exceed “hurdle rate”

· Share Risk--especially R&D

· Streamline bid/contract processes

· Adopt industry standards more aggressively 

· Financial Management

· Auditing

· Contracting 

Organization Agility (Continued)

Collaborative Teaming
· Corporations balance power of teams with unity of effort

· Ad hoc teams spontaneously collaborate at all levels

· Teams increasingly extend outside of corporation 

· DoD should:

·  Encourage cross-Service/Agency relationships to tackle issues

· Planning, Operations, Procurement

· Foster greater tolerance for “out of chain” communications

· Reward success

·  Communicate clear “guide stars” to align teams with vision

·  Develop network infrastructure to link teams and data sources
·  Introduce shared change management disciplines
Change Management
· Corporate America driving agility/adaptability through formal change disciplines

· Not just old initiatives with new face (i.e. TQM)

· Common language and standardized tools

· DoD should:

· Introduce a shared, formal change management discipline

· Six Sigma or equivalent 

· Dedicated, fully resourced effort required

· Build momentum with low level demonstration effort

· Prospective Project - Travel Voucher Program

· Include change management in Mil/Civ Professional Education 

· Champion and incentivize change--measure results 

· Set organizational level objectives for change

· Tie individual performance plans/evals to change objectives

Information Technology (IT)

Exploiting the Web
· Leading companies run their businesses over the Web

· Transformational cost efficiency and mission effectiveness
· DoD should:

· Use Web for mission transactions, not just information

· On-line manuals for “plug & play” weapon systems check out

· On-line HR for self-help administrative processing

· Internet auctions for purchase of common supplies and equipment

· Revamp the Virtual Pentagon architecture pilot program 

· Single Pentagon IT infrastructure architecture

· Begin with e-mail networks, eliminate Service-unique systems

· Consolidate Pentagon IT under single joint system

· Focus on new “end game” processes enabled by new IT 

· Then buy IT to support

· Migrate from client-server architecture

· Begin with common e-mail system—easiest to do

· Re-host interactive software applications 

· Demand compliance with NSTISSP No. 11 security requirements

· Develop more reliable, redundant system architecture 

· Revisit “best of breed” mindset to minimize integration costs

· Phase out legacy systems as appropriate  

· Incrementally adopt a web-based e-business software suite

· Pick the “low-hanging fruit”

· i-Procurement, e-Travel, web-enabled training/education

· Partner with IT industry to transform into an e-business

· Biometrics, consolidate databases, web-enabled apps

Information Technology (Continued)

IT Role in Organizational Success

· Corporate America considers IT a “strategic spear”

· A business enabler, not just automation support 

· Commits a significant portion of capital spending 

· Transforming processes and leveraging technology
· DoD should:

· Embrace spiral development for IT

· Allocate share of “transformation” funding to IT

· Make “operations” and “technology” equal requirement drivers

· IT a full partner in operations planning - not an afterthought

· Ensure better processes requiring IT to compete equally for dollars

· Give CIO a vote on formal requirements panels at all levels

· Articulate IT vision and the road map to enable it

· Consider impact to IT road map when evaluating new weapons

Business Processes 


Outsourcing

· Corporate America divesting “non core” competencies

· Strategic Business Process Outsourcing (BPO) alliances

· Redirecting Capital & Resources to Core Businesses

· DoD should:

· Continue to identify core competencies at all levels

· Team with industry to provide non-core services

· Personnel administration

· Travel management

· Finance and accounting

· Education program administration 

· Medical services (non-combat)

· Information Technology

Leveraging Size for Spend

· Corporate America tackling procurement inefficiencies

· Only 57% of purchasing optimized (Fortune 100 survey)

· Pooling purchases 

· Partnering with small number of high-performing suppliers

· Better support and best price/value

· DoD should:

· Fully exploit size to leverage spending for goods and services

· Establish more DoD-wide contracts

· Office supplies, CONUS ground transportation, strategic carriers, etc.

· Expand/better utilize Defense Logistics Agency’s e-Mall portal

· Transform DLA
· From manager of supplies to manager of suppliers

· Centralize purchasing policy

· Defense Logistics Agency or Defense Contract Management Agency

· Non-standard (i.e. Service unique) purchases if fiscally justifiable

· Develop preferred suppliers in supply-chain partnerships

· Stand up DoD-wide cost-reduction and procurement teams

· Move to a common, DoD-wide electronic procurement engine

· Greatly expand on-line auctions

· DLA (or DCMA)

· Operates and Maintains

· Trains Services and Agencies

· Services and Agencies use

Supply Chain Management

· Corporate America cannot “beat” the competition alone

· Strategic Alliances with their best Supply Chain organizations

· Supply Chain Management brings better service at lower costs

· DoD should:

· Adjust mindset from Logistics to Supply Chain Management
· Single Point of Contact, e.g. Defense Logistics Agency or ???

· Exercise aggressive inventory control

· Partner with key suppliers

· Reduce cycle times

· Adopt a Vendor Compliance Program

· Standards, certification, and training

· Enforcement mechanism

· Cost recovery

Organizing e-Business Transformation 

· Corporations view IT as a strategic advantage

· No longer just a service provider

· CIO a full business leadership participant

· IT identifies opportunities

· DoD should:

· Designated office responsible for e-Business Transformation” 

· Give DoD CIO full authority to:

· Set and enforce DoD-wide standards and protocols

· Approve Service IT programs (including funding)

· Develop and implement shared services e-business model

· Give Service CIO’s funding authority for all IT program aspects

· Strengthen Business Initiatives Council – SDCFP link

Human Capital 
Talent & Performance Management
· Corporations raising personnel performance at all levels

· Performance management, training and education

· DoD should:

· Target “satisfactory” low performers for coaching and mentoring

· Permit dual tracks for leaders/managers & technical specialists

· Craft e-Learning partnerships with civilian education institutions

· DoD-wide programs… not service specific

· Include “Trades” and certification programs

· Address “Life after the military…” to enhance retention/recruiting 

· Web-based DoD-wide placement assistance program

· Marineforlife.com as model

· DoD-wide program for non-job related training and certification

Efficient Employee/Customer Support

· Corporations embracing Shared Service Model 

· Reduce redundancy, gain productivity, improve service

· DoD should:

· Identify DoD-wide common processes fitting Shared Service Model

· Human resources, legal, health care, supply chain, IT, Finance

· Aggressively web-enable

· Minimize customization of COTS solutions 

· Develop IT solutions that enable process changes

· Gain full benefit, not just smarter typewriters

Bibliography

Interview with Ed Allen. Vice President-Development-Defense. Oracle Government, Education and Healthcare, Oracle Corporation, Reston, VA:  September 28, 2001.

Baum, David and others.  “Oracle 25 Years of Technology Innovation.”  Oracle Magazine, November/December, 2001, pp. 65-82.

Booz-Allen-Hamilton, Lecture, Public Sector Training, Oracle Government, Education, and 

       Healthcare, Reston, VA:  3 January 2002.

Interview with Reggie Brown. Vice President, Oracle Government, Education and Healthcare,

       Reston, VA:  29 November 2001.  

Chapman, Greg. Vice President-DoD. Lecture. Oracle Government, Education and 

       Healthcare, Reston, VA:  20 December 2001. 

Patrick Chisholm. “Building the Virtual Pentagon.” Military Information Technology, Volume 6, 

issue 2, not dated, available on line at:  www.MIT-kmi.com, pp.  6-10.  

Davidson, Mary Ann.  Security Seminar.  “Information Security.”  Lecture. Chief Security Officer.  Oracle Government, Education and Healthcare, Oracle Corporation, Reston, VA:  October 16, 2001.

________________________ “Information Security:  Shell Game or Reality?’  Lecture. Secretary of Defense Corporate Fellows Company Day. Oracle Chief Security Officer.  Oracle Corporation, Redwood Shores, VA:  March 6, 2002.  

Davies, Ted. “e-Business Transformation Analysis,” Lecture. Booz-Allen-Hamilton, Secretary of Defense Corporate Fellows Company Day. Oracle Corporate Headquarters, Redwood Shores, CA:  7 March 2002.

E-mail from Wendy Delmolino to fedsales_us mail group, forwarded from Steve Risseeuw to 

Linda Medler, 16 May 2002.

Dilbert. Com, comic archive, dilbert2002052437818.gif available on line:

       http://www.comics.com/webmail/ViewStrip

Dragan, Richard V.  “Clash of the Titans.” PC Magazine, March 26, 2002,  on-line, 

Internet,25 April 2002, available from http://www.pcmag.com/article/asp, p. 1.

Entis, Ira. “Homeland Security.” Oracle Customers-DoD. Lecture. Oracle Government Education and Healthcare, Reston, VA:  14 May 2002.  

“Final Report of the Secretary of Defense Corporate Fellows Program, 2001-2002.” Secretary of 

       Defense Corporate Fellow Program, Washington, DC:  2002. 

“FY04 Budget Planning:  Transformation Fund Proposed.” DoD Update, DFI International 

Corporate Services, 27 March 2002. 

Interviews with Mr. Kevin Fitzgerald. Senior Vice President, Oracle Government Education and 

Healthcare, Oracle Corporation, Reston VA:  9 November 2001 and 20 December 2001.

Interview with Terry Ford.  Senior Vice President. Oracle Government, Education and

Healthcare, Oracle Corporation, Reston, VA:  19 October 2001.

Gemmell, Joel and others.  “Industry Trends.”  Lecture.  Director, Oracle iCenter, George Washington University.  Washington, DC:  22 October 2001. 

Interview with Gus Gustovson. Solutions Specialist, Oracle Government, Education and Healthcare, Reston, VA:  8 January 2002.

Henley, Jeff. Chief Financial Officer, “Driving e-Business Shareholder Value.” Briefing, Oracle Corporation, Redwood Shores, CA: Quarter 2, 2001.

Hitt, Lorin.  “Information Technology, Productivity and Organization.”  Lecture.  Secretary of Defense Corporate Fellows Program Orientation.  Rosslyn, VA: 16 July 2001.

Interview with Tim Hoechst. Senior Vice President-Technology, Oracle Government, Education and Healthcare, Oracle Corporation, Reston, VA:  September 27, 2001.

International Oracle Users Group Customer Panel, Leader’s Circle, Oracle Open World, Oracle Corporation, San Francisco, CA, 4 December 2001.

Jarvis, Mark. Lecture, Senior Vice President-Marketing, Oracle Corporation, Oracle Open World, San Francisco, CA:  3 December 2001.

Interviews with Mark Johnson. Group Vice President-Federal, Oracle Government, Education and Healthcare, Oracle Corporation, Reston, VA:  August 2001 to May 2001.

Johnson, Mark. “Secretary of Defense Corporate Fellows Oracle Briefing.” Lecture, Secretary of Defense Corporate Fellows Company Day, Oracle Corporate Headquarters, Redwood Shores, CA:  7 March 2002.

Interview with Charlie Kendig. Vice President-Quality.  Oracle Government, Education and Healthcare, Reston, VA:  2 November 2001.

Interviews with Cindy Kuzemka. Business Development Manager, Oracle Government, Education and Healthcare, Oracle Corporation, Reston, VA:  October 8, 2001 and October 11, 2001.

Lee, Sandra. “Cost Savings Through Consolidation.” Product Manager 4, Oracle Corporation, Redwood Shores, CA: paper 965, updated 22 April 2002.

Telephone Interview with Christine Lucinsky. Human Resources, Oracle Corporation, Redwood Shores, CA:  19 November 2001.

“Mail Outages by Component.” Oracle Global IT Quarterly Report, Q3 FY 02, Oracle 

Corporation, Redwood Shores, CA:  page 4.

“Mail Outages by Core Hours.” Oracle Global IT Quarterly Report, Q3, fy02, Oracle

 Corporation, Redwood Shores, CA: page 4.. 

“Making the Complex Simple.” Briefing, Oracle Government, Education and Healthcare, Reston, VA:  2001.

Matthews, William. “Measuring e-gov.” Federal Computer Week, 8 April 2002, available on line: http://www.fcw.com/fcw/articles/2002/0408/mgt-egov-04-08-02.asp

Medler, Linda. “Oracle Overview.” Lecture, Secretary of Defense Corporate Fellow Program Orientation, Rosslyn, VA:  July, 2002.

Interviews with John Miller. Vice President-Development-Defense, Oracle Government, Education, and Healthcare, Oracle Corporation, Reston, VA, August 24, 2001 and September 28, 2001.

Interview with Jim McFarland. Vice President-Advanced Programs, Oracle Government, Education and Healthcare, Oracle Corporation, Reston, VA:  September 27, 2001.

Muradian, Vago. “DoD Debates Core of Transformation; Assesses Differing Savings Strategies.”

Defense Daily International. 19 April 2002.

“National Information Assurance Acquisition Policy.”  National Security Agency, Washington, DC:  January 2000.

Interview with Colin Nurse, Director.  Messaging Services, Oracle Corporation, Reston, VA:  

       4 January 2002

“Oracle 9i Application Server Unified Messaging 9.0.2.” Oracle Corporation, n.p. available on line:  http://messaging.us.oracle.com/collateral, 2002.

Oracle Corporation.  2000 Annual Report. (Redwood Shores:  2001), on line, Internet, 

25 April  2002, available from:

http://www.oracle.com/corporate/annual_report/2000/index.html?highlights.html 

Oracle Corporation. 2001 Annual Report. (Redwood Shores:  2001), on line, Internet, 

25 April  2002, available from:

http://www.oracle.com/corporate/annual_report/2001/index.html?highlights.html,

Oracle E-mail Architecture, http://messaging.us.oracle.com/imhome/InternalArchitecture.html,

2002.

Oracle Intranet, my Oracle(, on line: http://my.oracle.com/servlet/, 2002.

“Oracle University.”  Oracle Corporation, n.p. on-line, Internet, 25 April 2002, available from http://www.oracle.com/education/.

Meetings of the Oracle Homeland Security Task Force, Oracle Government, Education and Healthcare, Oracle Corporation, Reston, VA:  13 September 2001, 20 September 2001, 24 September 2001, 27 September 2001, 1 October 2001, 8 October 2001, 15 October 2001, 22 October 2001, 5 November 2001. 

Interview with Gary O’Shaugnhessy, Vice President-Development-Defense, Oracle Government Education and Healthcare, Oracle Corporation, Reston, VA:  August 16, 2001.

Interviews with Jack Pellicci. Group Vice President-Development, Oracle Government, Education and Healthcare, Oracle Corporation, Reston, VA:  October 4, 2001 through May, 2002.

Pellicci, Jack. “Emerging Results of the DSB e-Business TF:  Implications for the DoD.” Lecture, Secretary of Defense Corporate Fellows Company Day, Oracle Corporate Headquarters, Redwood Shores, CA:  7 March 2002.

Interview with Steve Perkins. Senior Vice President and General Manager, Oracle Government Education and Healthcare, Reston, VA:  October 1, 2001

Phillips, Charles. “Second Wind.” Morgan Stanley Equity Research, 20 November 2001. 

Interviews with Steve Risseeuw. Associate Account Manager, Oracle Government Education and Healthcare, Reston, VA:  September 26, 2001 through May, 2001.

Rumsfeld, Donald H.  “DoD Acquisition and Logistics Excellence Week Kickoff—Bureaucracy to Battlefield.”  Speech. The Pentagon.  Washington, DC:  10 September 2001.

Sato, Carol and Snyder, TJ.  “Oracle Briefs Financial Analysts on E-Business Suite Outsourcing 

Strategy.” n.p. on line, Internet, 25 April 2002, available

http://www.oracle.com/corporate/press/index.html?1275183.html
E-mail from Bob Stanley to Linda Medler, “GNX Stats,” 16 May 2002.

“Technology Area.” Briefing. Oracle Corporation, Redwood Shores, CA:  2001. available on 

line:  http://messaging.us.oracle.com.

Interview with Mark Testoni. Regional Manager-DoD-Air Force Region, Oracle Government, Education and 

Healthcare, Reston, VA:  8 January 2002.  

“Transforming Business to e-Business.” Oracle Corporation, World Headquarters, Redwood Shores, CA:  2000.

Warmenhoven, Dan.  “The End of Complexity.”  Oracle Magazine, November/December 2001, pp S1-S2.

Westerdahl, Joyce.  “Business-to-Employee (B2E) Strategies for Maximum ROI.”  Lecture.  Secretary of Defense Corporate Fellows Oracle Company Day.  Oracle Corporate Headquarters, Redwood Shores, CA:  5 March 2002.  

White, Walker. “Relevant, Reliable, and Timely.”. Lecture.  Vice President-Sales Consulting, Secretary of Defense Corporate Fellows Company Day, Oracle Corporate Headquarters, Redwood Shores, CA:  5 March 2002.  

Email from James Whitemore to Eric Briggs. “OrderWriter Demonstration.”  22 May 2002

Interview with Linda Zecker. Vice President-Oracle Government, Education and Healthcare, Reston, VA:  26 November 2001.  













Figure 7.  Oracle E-Mail Architecture






























































































































































� David Baum, Ken Jacobs, Jeff Spicer, “Oracle 25 Years of Technology Innovation” Oracle Magazine, November/December 2001, p. 68. 


� Oracle Corporation, Annual Report, 2000. (Redwood Shores:  2001), on line, Internet, 25 April  2002, available from:


� HYPERLINK "http://www.oracle.com/corporate/annual_report/2001/index.html?highlights.html" ��http://www.oracle.com/corporate/annual_report/2000/index.html?highlights.html� , p.1.


� Richard V. Dragan, “Clash of the Titans,” PC Magazine, March 26, 2002, n.p. on-line, Internet, 25 April 2002, available from � HYPERLINK "http://www.pcmag.com/article/asp" ��http://www.pcmag.com/article/asp�, p. 1.


� Dragan, p. 1.


� Jeff Henley, Chief Financial Officer, “Driving e-Business Shareholder Value,” Briefing, Oracle Corporation, Redwood Shores, CA: Quarter 2, Fiscal Year 2002.


� Interview with Mr. Kevin Fitzgerald, Senior Vice President, Oracle Government Education and Healthcare, Oracle Corporation, Reston VA:  20 December 2001.


� “Oracle University,” Oracle Corporation, n.p. on-line, Internet, 25 April 2002, available from http://www.oracle.com/education/.


� Linda Medler, “Oracle Overview,” Lecture, Secretary of Defense Corporate Fellow Program Orientation, Rosslyn, VA:  July, 2002.


� Carol Sato and TJ Snyder, “Oracle Briefs Financial Analysts on E-Business Suite Outsourcing Strategy,” n.p. on line, Internet, 25 April 2002, available


http://www.oracle.com/corporate/press/index.html?1275183.html


� Oracle Corporation, 2001 Annual Report` (Redwood Shores:  2001), on line, Internet, 25 April  2002, available from:


� HYPERLINK "http://www.oracle.com/corporate/annual_report/2001/index.html?highlights.html" ��http://www.oracle.com/corporate/annual_report/2001/index.html?highlights.html�, p. 26.


� Mary Ann Davidson, Lecture, Security Seminar, Chief Security Officer, Oracle Corporation, Oracle Government, Educaton and Healthcare, Reston, VA:  16 October 2001.


� Mary Ann Davidson, Chief Security Officer, “Information Assurance:  Shell Game or Reality?” Lecture, Secretary of Defense Corporate Fellows Company Day, Oracle Corporate Headquarters, Redwood shores, CA:  7 March 2002, slide 1-4.


� Davidson, slide 1-27.


� E-mail from Wendy Delmolino to fedsales_us mail group, forwarded from Steve Risseeuw to Linda Medler, 16 May 2002.


� “National Information Assurance Acquisition Policy,”  National Security Agency, Washington, DC:  January 2000, page 2.


� Oracle Corporation, 2001 Annual Report. p.26.


� Greg Chapman, Lecture, Vice President, Defense, Oracle Government, Education and Healthcare, Lecture, Reston, VA:  20 December 2001. 


� Mark Johnson, “Secretary of Defense Corporate Fellows Oracle Briefing,” Lecture, Secretary of Defense Corporate Fellows Company Day, Oracle Corporate Headquarters, Redwood Shores, CA:  7 March 2002, slide 14.


� Interview with Cindy Kuzemka, Oracle Government, Education and Healthcare, Reston, VA:  8 October 2001.


� Interview with Mark Johnson, Group Vice President, Federal, Oracle Government, Education and Healthcare, Reston, VA:  16 August 2001.


� Joyce Westerdahl, “Business to Employee (B2E) Strategies for Maximum ROI,” Lecture, Senior Vice President-Human Resources, Oracle Corporate Headquarters, Redwood Shores, CA:  7 March 2002, slide 4.


� Johnson, “Secretary of Defense Corporate Fellows Oracle Briefing,” slide 24.


� “Transforming Business to e-business,” Oracle Corporation, World Headquarters, Redwood Shores, CA:  2000, p. 1.


� Oracle Corporation, Annual Report, 2000. (Redwood Shores:  2001), on line, Internet, 25 April  2002, available from:


� HYPERLINK "http://www.oracle.com/corporate/annual_report/2001/index.html?highlights.html" ��http://www.oracle.com/corporate/annual_report/2000/index.html?highlights.html�, p. 1.


� Jeff Henley, “Driving e-Business Shareholder Value,” Briefing, Chief Financial Officer, Oracle Corporation, Redwood Shores, CA: Quarter 2, Fiscal Year 2002, slide 17.


� Mark Johnson, “Secretary of Defense Corporate Fellows Oracle Briefing,” Lecture, Group Vice President-Federal, Oracle Corporate Headquarters, Redwood Shores, CA:  7 March 2002, notes pages, slide 24.


� Johnson, notes pages, slide 28.


� Oracle Corporation, 2000 Annual Report, p.9. 


� Henley, notes pages, slide 34.


� Henley, slide 16.


� Charles Phillips, “Second Wind,” Morgan Stanley Equity Research, 20 November 2001, p.2. 


� Phillips, p. 2.


� Mark Jarvis, Lecture, Senior Vice President-Marketing, Oracle Corporation, Oracle Open World, San Francisco, CA:  3 December 2001.


� Henley, slide 16.


� Henley, slide 36.


� Email from Bob Stanley to Linda Medler, “GNX Stats,” 16 May 2002.


� “Final Report of the Secretary of Defense Corporate Fellows Program, 2001-2002,” Secretary of Defense Corporate Fellow Program, Washington DC:  2002, slide. 20. 


� Henley, slide 36. 


� Henley, slide 50.


� Oracle Corporation,  Annual Report, 2000. (Redwood Shores:  2001), on line, Internet, 25 April  2002, available from:


� HYPERLINK "http://www.oracle.com/corporate/annual_report/2001/index.html?highlights.html" ��http://www.oracle.com/corporate/annual_report/2000/index.html?highlights.html�, p. 5.


� Oracle Corporation, 2000 Oracle Annual Report, p 6.


� Dilbert. Com, comic archive, dilbert2002052437818.gif, available on line:


http://www.comics.com/webmail/ViewStrip


� Interview with Mark Johnson, Group Vice President, Federal, Oracle Government, Education and Healthcare, Reston, VA:  16 August 2001.


� “Making the Complex Simple” Briefing, Oracle Government, Education and Healthcare, Reston, VA:  2001, slide 7.


� 2000 Oracle Annual Report, p. 6.


� Joyce Westerdahl, “Business to Employee (B2E) Strategies for Maximum ROI,” Lecture, Senior Vice President-Human Resources, Oracle Corporate Headquarters, Redwood Shores, CA:  5 March 2002, slide 12.


� Westerdahl, slide 7


� Westerdahl, slide 9.


� Westerdahl, slide 18.


� Westerdahl, slide 20.


�Interview with Lieutenant General John Miller (USA, retired), Vice President-Development, Oracle Government, Education and Healthcare, Reston, VA:  17 Aug 01.


� “Making the Complex Simple” Briefing, slide 7.


� Interview with Cindy Kuzemka, Oracle Government, Education and Healthcare, Reston, VA:  8 October 2001.


� Interview with Tim Hoescst, Chief Technologist, Oracle Government, Education and Healthcare, Reston, VA:  27 Sep 01.


� International Oracle Users Group Customer Panel, Leader’s Circle, Oracle Open World, Oracle Corporation, San Francisco, CA, 4 December 2001.


� Oracle Corporation, 2000 Oracle Annual Report, page 3.


� Mark Johnson, “Secretary of Defense Corporate Fellows Oracle Briefing,” Lecture, Group Vice President-Federal, Oracle Corporate Headquarters, Redwood Shores, CA:  5 March 2002, slide 22. 


� International Oracle Users Group Customer Panel.


� Charles Phillips, “Second Wind,” Morgan Stanley Equity Research, 20 November 2001, p.3.  


� Interview with Gus Gustovson, Solutions Specialist, Oracle Government, Education and Healthcare, Reston, VA:  8 January 2002. 


� Oracle Corporation.  Annual Report, 2000. (Redwood Shores:  2001), on line, Internet, 


25 April  2002, available from:


� HYPERLINK "http://www.oracle.com/corporate/annual_report/2001/index.html?highlights.html" ��http://www.oracle.com/corporate/annual_report/2000/index.html?highlights.html�, page 7.


� “Technology Area,” Briefing, Oracle Corporation, Redwood Shores, CA:  2001, available on line:  http://messaging.us.oracle.com, slide 3.


� “Technology Area,” slide 6.


� Sandra Lee, “Cost Savings Through Consolidation,” Oracle Corporation, Redwood Shores, CA: paper 965, updated 22 April 2002, page 1.


� Lee, page 2.


� Lee, page 2.


� Interview with Colin Nurse, Director, Messaging Services, Oracle Corporation, Reston, VA:  4 January 2002


� Oracle E-mail architecture, available on line: 


� HYPERLINK "http://messaging.us.oracle.com/imhome/InternalArchitecture.html" ��http://messaging.us.oracle.com/imhome/InternalArchitecture.html�, 2002.


� Nurse interview.


� Note that the diagram depicts an email system in Japan.  This system is required to be separate from the Oracle main system, due to Japanese laws.  Interview with Colin Nurse. 


� Lee, page 7.


� Sandra Lee, “Cost Savings Through Consolidation,” Oracle Corporation, Redwood Shores, CA: paper 965, (original version) 2001, page 7.


� Nurse interview. 


� Nurse interview.


� Nurse interview.


� Lee, updated 22 April 2002, page 8.


� “Oracle 9i Application Server Unified Messaging 9.0.2,” Oracle Corporation, n.p. available on line:  � HYPERLINK "http://messaging.us.oracle.com/collateral" ��http://messaging.us.oracle.com/collateral�, 2002. 


� “Technology Area,” slide 11.


� “Technology Area,” slide 15.








� Interviews with Lieutenant General John Miller (USA, retired), Vice President 


Development, Oracle Government, Education, and Healthcare, Oracle Corporation, Reston,VA: 


August 24, 2001 and September 28, 2001.


� “Mail Outages by Core Hours,” Oracle Global IT Quarterly Report, Q3, fy02, Oracle Corporation, Redwood Shores, CA: 2002, page 4..  


� “Mail Outages by Component,” Oracle Global IT Quarterly Report, Q3 FY 02, Oracle Corporation, Redwood Shores, CA:  2002, page 4.


� Oracle Intranet, my Oracle(, on line: � HYPERLINK "http://my.oracle.com/servlet/" ��http://my.oracle.com/servlet/�, 2002.


� All facts cited in this Chapter come from Booz-Allen-Hamilton presentation  “e-Business Transformation Analysis,” Lectures, 7 February 2002 and 8 March 2002. 


� Booz-Allen-Hamilton, Lecture, Public Sector Training, Oracle Government, Education, and Healthcare, Reston, VA:  3 January 2002. 


� Ted Davies, “e-Business Transformation Analysis,” Secretary of Defense Corporate Fellows Company Day, Oracle Corporation, Redwood Shores, CA:  7 March 2002, slide 6.


�. Mark Johnson, “Secretary of Defense Corporate Fellows Oracle Briefing,” Lecture, Group Vice President-Federal, Oracle Corporate Headquarters, Redwood Shores, CA:  7 March 2002, slide 14.


� Davies, slide 7.


� Davies, slide 8.


� Discounted rate used for Oracle was MICHELLE Q


� Davies, slide 14.


� Davies, slide 15.


� William Matthews, “Measuring e-gov,” Federal Computer Week, 8 April 2002, available on line: http://www.fcw.com/fcw/articles/2002/0408/mgt-egov-04-08-02.asp


� Lorin Hitt,  “Information Technology, Productivity and Organization,”  Lecture,  Secretary of Defense Corporate Fellows Program Orientation,  Rosslyn, VA:  16 July 2001.


� “FY04 Budget Planning:  Transformation Fund Proposed,” DoD Update, DFI International Corporate Services, page 3.


� Interview with Steve Risseeuw, Account Manager, DoD Group, Oracle Government Education and Healthcare, Reston, VA:  26 September 2001.


� “Technology Area,” Briefing, Oracle Corporation, Redwood Shores, CA:  2001. available on line:  � HYPERLINK "http://messaging.us.oracle.com" ��http://messaging.us.oracle.com�, slide 7.


� Jack Pellici, “Emerging Results of the DSB e-Business TF:  Implications for the DoD,” Lecture, Secretary of Defense Corporate Fellows Company Day, Oracle Corporate Headquarters, Redwood Shores, CA:  7 March 2002, slide 27. 


� Vago Muradian, “DoD Debates Core of Transformation; Assesses Differing Savings Strategies,” Defense Daily International, 19 April 2002, page 2.


� Rumsfeld, Donald H, “DoD Acquisition and Logistics Excellence Week Kickoff—Bureaucracy to Battlefield,” Speech, The Pentagon, Washington, DC:  10 September 2001.


� Patrick Chisholm, “Building the Virtual Pentagon”, Military Information Technology, Volume 6, issue 2, available on line at:  � HYPERLINK "http://www.MIT-kmi.com" ��www.MIT-kmi.com�, page 10.


� Chisholm, page 8. 


� Email from James Whitemore to Eric Briggs, “OrderWriter Demonstration,”  22 May 2002.


� Jeff Henley, “Driving e-Business Shareholder Value,” Briefing, Chief Financial Officer,


Oracle Corporation, Redwood Shores, CA: Quarter 2, Fiscal Year 2002, slide 39.


� Ira Entis, “Homeland Security,” Oracle Customers-DoD, Oracle Government Education and Healthcare, Reston, VA:  14 May 2002.  


� Mary Ann Davidson, “Information Assurance:  Shell Game or Reality?” Lecture, Chief Security Officer, Oracle Corporation, Redwood Shores, CA:  7 March 2002.


� “Final Report of the Secretary of Defense Corporate Fellows Program 2001-2002”, briefing, Secretary of Defense Corporate Fellows, May 20-31, 2002, The Pentagon, Arlington, VA:  2002





PAGE  
61

_1083236302.ppt






Finance

Contracting

Human Resources

 Global IT

Marketing

 The “Americas” Sales

Europe Sales

Asia Pacific Sales

Line of Business Units

Shared Services








_1083240916.ppt






Global IT

France

Core Apps

Networks

Messaging

		Global organization

		Leverage people and systems globally



Post e-business



Education

Data

UK



Desktop

Support






















_1083861850.doc
[image: image1.png]@
c
k)
=
£
@
©
2
£
S
]








_1084604504.ppt


Potential e-Business Demand Chain

Notional Air Force Wing/Base

(Mission Support Group Focus)

- Digging Permit Process

- Annual Base Facilities Upgrade  Plan

- Base Facilities Management

- Long Range Horizon Plan

		Weekly Base CE Update Calender/Brfgs

		Contracts/Bids



		Comm/



Computer Systems Reqts Process

		IT purchases

		Comm/



Computer Systems Help Desk Functions

-Base Website design/mgmt

-Comm/

Computer Inventory

- Club Scheduling

- Fitness Center functions/events/

schedule

- Outdoor Rec  Equip Rental

- Reserve Outdoor Rec  Facilities

- Intramural Sports Programs

- Lodging Requests

- Base In and Out Processing (personnel)

- Personnel Records Mgmt

- Educational Facilities Scheduling

- Educational Testing Scheduling

- Promotion Testing Process

- Base Visitor Requests

- Base Sticker Requests

- Management of Firearms and Inventory

Common to all:  (1)  Personnel Training Requirements

	   (2)  Additional Duty Rosters and Requirements

	   (3)  Annual Budget

	   (4)  Mobility Requirements

                           (5)  Travel and Order Processing

Note:  Activities listed are common across all bases, regardless of MAJCOM  location, or base function.  

		Fuels Mgmt

		Vehicle Maint/Mgmt Schedules

		Deployment Processing/



records/Reqts

		Mob Bag Mgmt

		Supply Chain Mgmt



		Contracts/ Bids 

		Contract Vehicle Info

		GSA schedules

		Funding threshold info



- Supply Chain Mgmt 

		In-transit visibility

		Inventory Mgmt

		Ground Trans Mgmt





Miscellaneous:   (1)  Offiical Base Organizations:  1st Sgts, Top Three, CGOC

	   (2)  Base Thrift Store

	   (3)  Food Pantry







 Logistics Group


Commander


Civil Enginnering Sq


Communications Sq


Services Sq


Mission Support Sq


Security Forces


Logistics


Support


Contracting


Aerial Port


Where Applicable


 Mission Support Group


Commander


Med Group


Commander


Ops Group


Commander


 Wing Commander





_1083246308.doc
[image: image1.png]Discounted Costs and Benefits

FOC

T T T T T v
Year Year Year Year Year Year Year Year
3 4 5 6 7 8 9 10

- Costs E Benefits

Year
2







_1083299146.doc
[image: image1.png]Cumulative $ in Millions

Year 1

Year 2

Year3

Year 4

Year 5

Year 6

Year 7

Year 8

Year 9








_1083239086.ppt






Oracle’s approach to E-Business

Simplify

Standardize/

Globalize

		Review current business practices and remove complexity



		Standardize process on a global level

		Centralize decision- making



Web

Enable

		Enable self-service functionality for customers, employees and vendors



		Create links between organizations to allow cross-company decision making



		Remove IT decision-making ability from regional managers



Business Processes:

IT Processes:

		Fit business processes to IT systems without customization



		Migrate regions and divisions to standard applications



		Adopt web-based applications



		Get applications to work together



		Consolidate 



  IT infrastructure globally

Web Enablement is only one piece of the overall transformation



Integrate



Run on

One System








_1083074458.ppt








Customers

Products















Service

Financials

HR

Procurement





Marketing

Sales

Supply Chain

Order

Management








_1083074459.ppt








Email databases

Forecasting systems

ERP systems

Customer websites

Employee databases

Customer databases

Support databases

1

1

1

2

4

5

1

100

83

 62

72

120

27

60

	     1


















































_1083074455.ppt






Oracle e-business Blueprint

Customer-side

Internal

Supply-Side







Customer 

Service

Call Center

Direct Sales

Web Store

Indirect Sales

Channel



Enterprise

Applications



Self Service

Applications







Business

Intelligence

Applications







Suppliers





Service

Providers










