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Becoming a Digital Enterprise
Starts with Cloud

Align Business and IT Objectives to Embark on a Transformation Journey

n uncomfortable truth for many companies is
Athat IT organizations are becoming too slow to
respond to the needs of the business. There is grow-
ing discontent as companies realize that complex on-
premise systems are not responsive enough for a busi-
ness to compete in a fastpaced economy that values
customization, improved customer service, and immedi-
acy in a robust, integrated network of partners, custom-
ers, and vendors. Complicating matters is an explosion
of structured and unstructured data coming into the
enterprise and the need for companies to immediately
turn this information into actionable intelligence.

A growth in transactional data through mergers,
acquisitions, or even new business models is only part
of it; a surge of sensor data is driving the fervor for
Internet of Things (IoT) and 4th Industrial Revolution
technologies and solutions, and the rise of mobility as
a preferred consumption model requires that data has
to be available at any time, on any device.

Considering that close to 75% of the world’s trans-
action revenue touches an SAP system,! the challenges
outlined above should be easily recognizable for
SAP customers, many of which have developed core,
mission-critical systems in an on-premise environment
over the past few decades. Many of these customers are
considering how best to achieve the needed responsive-
ness with which they can deliver increased agility and
flexibility, drive innovation, and lower costs.

Outlining a strategy to answer these difficult ques-
tions and embark on a journey to become a 21st-cen-
tury agile enterprise is known as a digital reinvention.
Increasingly, this entails transitioning on-premise
legacy IT systems into a hybrid cloud environment.
While some companies are initially reluctant to leave
homegrown customizations behind, this reluctance
quickly fades when taking a business process or use case
to the cloud is shown to yield results otherwise impos-
sible in a complex on-premise landscape.

1 See bit.ly/corporatefacts.
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Begin to Think Digitally

To take the first step in a digital reinvention journey,
companies must align business objectives with an
overarching IT strategy to determine the best way to
establish and expand their digital footprint (see the
“4-Step Roadmap for IT Optimization” sidebar on the
next page). This requires a complete reexamination of
business processes and, in some cases, looking closely
at long-standing business models to explore if there is
potential for an “Uber-ization” upheaval of the industry.
What sort of process improvements could be made with
real-time insights? How could a business better serve
its customers if social or sensor data was integrated
with its supply chain? For product manufacturers, what
changes can be wrought when a sensor is attached to
the product?

Companies that undertake this exercise swiftly
discover that cloud is an essential ingredient as the
quickest and most cost-effective way to capture
increasing data volumes and create business insights.
This is true for several reasons:

» The cloud’s scalable model means that organiza-
tions can scale up or down on demand according to
infrastructure needs, which is key to providing the
responsiveness necessary to pivot in near real time
to pressing business concerns.

= The cloud offers a rapid deployment to a technology
refresh without having to invest in additional hard-
ware, an important consideration for a quicker path
to innovation.

= This financial flexibility allows companies to shift
their budgets from capital to operating expenses,
letting the business pay only for what is used
and freeing up resources that can be reinvested in
the business.

The journey toward becoming a digital enterprise
most often incorporates a hybrid cloud strategy be-
cause it accomplishes the aforementioned objectives
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while also satisfying long-held requirements con-
cerning system security, mission-critical availability,
performance, and business continuity. A hybrid strat-
egy strikes the right balance between honoring
established business needs while still making the
necessary adjustments to move the business forward
for the digital age.

A 3-Pronged Journey

Typically, there are three types of movement toward
a digital enterprise that together define a hybrid
approach:

= The first is optimizing existing systems to make
them cloud-ready; this means adopting certain

4-Step Roadmap for IT Optimization

Key to the successful implementation of the data center transformation to a cloud landscape is a clear
roadmap, which IBM builds with customers as part of IT optimization engagements. There are four steps
on this roadmap, each with significant savings potential that can be reinvested to fund the next step

(see Figure 1):

= Simplify: Includes consolidation, elimination of unneeded resources, and harmonization of release
levels of operating systems, applications, and middleware

» Virtualize: Enables base resources (such as server, storage, and network) for dynamic and flexible

behavior

= Automate: Introduces industry best practices, scripts, and workflows, enabling companies to

efficiently manage dynamic behavior

= Cloud (service management): Introduces service-

systems to align with the service-level agreements

level managers who can automatically adapt

During planning workshops at the beginning of each phase, IBM and the customer collaborate to
develop a more granular roadmap depending on specific needs.

A < IT service management
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Potential:
10% savings
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Potential:
10% savings

Prepare the transition

v
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Introduce policy-driven

self-management

* Service-level managers
and policies

Manage dynamic infrastructures

Automate « Provisioning, automation scripts, IT service

management, and dynamic infrastructure
management

) . Enable flexibility of resources
Virtualize * LPARs, virtual machines, SAN, and virtual file systems

Simplify * Harmonize release levels, consolidate systems,
and eliminate unneeded resources

Business flexibility and responsiveness

FIGURE 1 A look at the four-step roadmap for IT optimization
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standardizations in return for a flexible infrastruc-
ture that allows a company to extend its reach glob-
ally. This step satisfies the requirement for speed to
deployment in a flexible platform for the digital age.

= Second, once existing systems are optimized, the
question becomes how to enhance and integrate a
new front-end user experience with these back-end
core systems.

» The third movement is recognizing that integrat-
ing new software-as-a-service (SaaS) applications
with back-end systems can also lead to innovation,
as does leveraging a cloud platform to develop or
extend existing applications.

The fact that 90% of the data in the world has been
created in the last two years? makes it very difficult for
organizations to embark on a digital journey without
outsourcing either some or all infrastructure to man-
aged services. IT departments that are already stretched
thin simply do not have the resources to provision and
manage a new cloud infrastructure that allows a busi-
ness to change processes on the fly. This is especially
true if that cloud infrastructure includes moving to new
technology. For the SAP customer, this often means a
migration to SAP S/AHANA.

This drives at the strength of the collaboration be-
tween IBM and SAP in helping the SAP customer with
a digital reinvention, as both companies share a vision
for what it means to become a truly digital enterprise.
SAP and IBM are both firmly established as leading
cloud companies, with SAP positioning itself as a leader
in in-memory database technology and architecture,
specifically with SAP HANA and SAP S/4HANA, and
IBM positioning itself as a leader in cognitive solutions.

The significant investments that both companies
have made in extending cloud capabilities complement
what each company has brought to market. IBM has
made major investments in its cloud platform that has
enabled it to be named as a top performer and leader
in the private and hybrid cloud market by Synergy
Research.® For SAP, investments include coalescing
its cloud strategy around SAP S/4HANA and making
evolutions to this next-generation business suite.
Together, these capabilities help guide a customer
along that path of three movements toward a com-
plete digital reinvention.

2 See www-01.ibm.com/software/data/bigdata/what-is-big-data.html.
8 See www-03.ibm.com/press/us/en/pressrelease/48829.wss.
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A hybrid strategy strikes the right
balance between honoring established
business needs while still making the
necessary adjustments to move the
business forward for the digital age.

A Foundation for the Digital Core
With a move to SAP S/4HANA as the digital core of the
enterprise and a strong driver for a cloud migration,
companies capitalize on the benefits of both the cloud
and the simplified SAP S/4HANA architecture that
includes a complete rewrite of SAP ERP Central
Component (SAP ECC) code phased by functional area
and moving some application code to the database layer
as stored database procedures. This new data model
removes old tables, aggregates, and indices to fewer
column-based tables, resulting in a single source of
truth, real-time operational analytics, and integra-
tion to both 10T and business networks for real-time
collaboration in the networked economy.

Many of these benefits can only be realized in the
cloud, and IBM Cloud for SAP Applications helps opti-
mize an SAP environment and ameliorate some of the
common challenges associated with SAP cloud work-
loads, such as cost, complexity, performance, resiliency,
and specialization (see the “End-to-End Cloud” sidebar
on the next page). At a high level, these challenges are
addressed by the following:

» Using economies of scale helps improve cost
efficiency.

» Automation and standardization ease complexity.

= An enterprise-class infrastructure helps manage
performance requirements.

= A cloud-enabled infrastructure backed by service-
level agreements (SLAs) addresses resiliency for core
business processes.

= Teams of SAP specialists who average nearly a
decade of experience with SAP solutions address
specialization requirements.
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A Gateway to Innovation: Industry
Examples

However an organization chooses to optimize its
SAP cloud landscape with IBM, taking advantage of
this collaboration between in-memory and cognitive
leaders will result in benefits that are restricted only by
imagination. In human resources, for example, compa-
nies are using IBM Kenexa Talent Insights, powered by
IBM Watson, to improve business outcomes by starting

to predict the impact of talent decisions. Because the
solution can run talent analytics on any workforce data,
potential to overhaul existing HR processes increases
greatly when it is integrated with the in-memory capa-
bilities of SAP HANA. This means that Kenexa custom-
ers who also run SAP solutions — SAP SuccessFactors
solutions or SAP S/4HANA, for instance — can bring
real-time capabilities into the picture with additional
predictive tools that SAP HANA provides.

End-to-End Cloud

IBM Cloud for SAP Applications helps companies
optimize their SAP environments, addressing many
of the key challenges and requirements to run SAP
workloads in the cloud, such as cost, complexity,
performance, scalability, and resiliency (see Figure 2).
The managed platform-as-a-service (PaaS) offering
uses cloud capabilities to address these challenges
and offers services to address issues that cannot be
covered with just a standard cloud solution.

For example, IBM Cloud for SAP Applications pro-
vides an architecture that can easily scale to manage
high-growth requirements and workload peaks that
may occur throughout the year. Built on a cloud-
enabled architecture, the managed PaaS adds the

resiliency and service-level agreements (SLAs) needed
for critical SAP workloads that don’t have built-in
resiliency like cloud-native products.

IBM Cloud for SAP Applications has performance
SLAs provided by the IBM Cloud for SAP Applications
infrastructure built for high input/output requirements.
Standardization and automation help reduce the com-
plexity of SAP landscapes.

Lastly, leveraging economy of scale and deep SAP
expertise enables a more cost-effective option for
these services, which include a billing system that
helps customers move from capital expenditures to
operational expenditures.

Integration leads to new and improved business processes

On-premise

Managed cloud-as-a-service

sap  somn
Offering Y

Any
SAP HANA

Infrastructure

Benefit
Area

Core applications

Cloud as a technology enabler

Public coud

Platform-as-a-service Software-as-a-service

SAP HANA

Common infrastructure (servers, network, storage)

Cloud as a business service

Next-generation applications

Hosting Cloud Client infrastructure/IBM Cloud Run by SAP on SAP cloud
Services Services IBM SAP Sl and AMS delivery IBM SAP Saa$ Sl and AMS delivery

FIGURE 2 IBM delivers SAP’s end-to-end cloud
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Healthcare provides another compelling use case.
Hospitals are using IBM Watson Health, IoT technology,
and advanced analytics to explore new ways of learn-
ing about and treating disease. For a hospital that is
also using an SAP solution as its enterprise system of
record along with analytic capabilities embedded in
SAP HANA, the possibilities of leveraging IBM Watson

Consumer expectations for personalization and
immediacy are changing delivery models of
products and services, and undertaking a digital
reinvention of the enterprise is the most surefire
way to ensure that a business 1sn't left behind.

Health from the perspective of improved business pro-
cesses can be endless.

One joint IBM and SAP customer in the airline
industry is leveraging cognitive and in-memory comput-
ing to significantly improve its maintenance, repair, and
overhaul (MRO) processes. At first glance, this might not
seem to be a high-value target for a digital enterprise, but
more efficient MRO processes lead to a significant reduc-
tion in airline turnaround time, which in turn leads to
fewer delays, greater cost savings, and, ultimately, more
satisfied customers. With an estimated $10,000 financial
hit for every hour of lost airtime, airlines must adhere to
a tight schedule without sacrificing rigorous and exhaus-
tive pre- and post-flight checks. Using 0T, in-memory, and
cognitive solutions to predict when a part might fail and
proactively make a change, for example, can significantly
improve MRO processes and help ensure more on-time
departures. Tighter control over inventory can impact
any number of downstream processes, from warehouse
and transportation management to procurement. Even
though MRO is a very mature process, this example
demonstrates how much of a difference can be made by
adding a fairly straightforward digital innovation.

The opportunity to make this kind of transformation
exists in all industry verticals and for any size enter-
prise. Increasingly, customers realize that the business
use cases or innovations they are trying to implement
are difficult, if not impossible, to achieve without tran-
sitioning to the cloud. One joint customer decided to
grow the business through acquisition and realized
that its existing systems could not sustain the project-
ed growth. Its path toward becoming a digital enter-
prise meant using IBM Cloud for SAP Applications to
manage its SAP HANA Enterprise Cloud deployment,
where it sacrificed some customization as a trade-off
for application standardization that it saw as neces-
sary to improve its business processes on a global scale.
Another customer turned to SAP HANA Enterprise
Cloud because it wanted to implement advanced
analytics solutions running with SAP HANA, and
a hybrid parallel cloud system provided it with the
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capability to agilely extract the necessary data from its
on-premise systems without sacrificing performance.

A New Era, a New Wave

Looking more closely at SAP S/4AHANA as the center-
piece of the digital core, an analogy can be made that
this transformative technology is taking the SAP cus-
tomer on a similar — if accelerated — path to the one
SAP R/3 paved upon its release in the early 1990s. At
that time, SAP was at the forefront of innovation, deal-
ing with the move away from the mainframe to client-
server open systems and packaged application software
— and system integrators and implementation partners
were riding the wave of reengineering. Today, the wave
of innovation centers around real-time, in-memory, and
cognitive, all built on a simplified system architecture
and state-of-the-art hybrid IT platform. Then, as now,
SAP is the enabler of this transformation, and IBM’s
SAP resources are focused accordingly to help ensure
that from an implementation, infrastructure, and
migration standpoint, customers can make a digital
transformation with minimal disruption.

Just as business reengineering evolved with the phas-
ing out of mainframe computing in favor of client-server
systems, so too is the digital imperative emerging as
cloud, mobile, in-memory, and simplified system ar-
chitecture combine to provide the enterprise with a
means to rapidly adapt to a digital economy. Consumer
expectations for personalization and immediacy are
changing delivery models of products and services,
and undertaking a digital reinvention of the enterprise
is the most surefire way to ensure that a business isn’t
left behind.

As a next step, organizations can access the
IBM Cloud Managed Services Benefits Estimator at
https://roianalyst.alinean.com/ibm_bva/AutoLogin.
do?d=616569597576534238 to analyze potential ben-
efits and outcomes of working with IBM to move to
the cloud. ®
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