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Preface

All firms fight for relevance in the marketplace that they compete in. Startups fight to ber@lavant to acquire
new customers while established firms fight to maintain and grow their market share. Arguably evprofion
and governmental organizations should also fight to offer more relevant services to the public.

Being relevant requires notnty a compelling value proposition, which this book is not about, but also an
organizational capacity to continuously offer on&he latter is an often overlooked and surprisingly difficult to

grasp how to maintain a competitive offering. In the auth@® SELISNASY OST Al A& |2
established firms hit the wall when their markets are disrupted. We will explore this in depth and offer an
academic foundation that also serves as a toolkit for understanding the organizational gaps thatefirhave

in continuously being relevant to its customers.

Nofirm is immune to sustainability and relevance risk

Sustainability andelevance are at risk for evefiym regardless of size am industry or markeisimmune The
landmark2017 study by Capgemifound that52% of theFortune 500 companies were displaced between 2000

and 2014. Research Iynosightin 2018and academics worldwide demonstrate that this trend will continue.

Not all ofthis is due to digital disruption as markets have always been disrupted by new technology and by
globalization of supply chains. There are several factors at play, such as changing demographics, changing
regulations, changing attitudes towards energy uma&d many more. Disruption is constantly occurring and should

be expected as the norm.

Given all these forces of change, the most effective tools that firms have is their investment in technology, process,
and capability. Technology can be an enginadaltizing a strategic vision, but it cannot be effective without the
capabilities and processes necessary to harness it. As an example, having the capability to inform all decision
makers about the current state of corporate health is an essential apigiicaf technology. Processes should be
ambidextrous, both rigorous enough to enable operational excellence , as well as to enable rapid experimentation
with new products and services to be tested; that is, fail fast, fail small. Technology alone tdels/ro either
capability maturity, or process ambidexterity.

Thisdilemma of expectation versus realitythe central theme of this book. Technology changes rapidly and not
Ffoglrea LINSRAOGIOGf&TE a2 GKS RATSYYISéH & GKIR2MRPARAB RK AR i
to its forces.

Predicament on howfirms use and view technology as enablers

While technology is important, the challenge lies in continuously being able to apply new technologies that will
make a positive impact. This istrsimply a challenge for IT, but for the entire firm. The predicament for large
and small firms that underpins this challenge arises from the continuous forces of change, threats, and
opportunities. Both technology and the paradigms for using it charmgedly, often swinging teand-ro in
responsdo the forces of change

Many firms believe that people are their greatest asset as they traverse these changes, touting innovation as if it
comes out of a box. Yet when it comes to enabling technology, thgudntly view their predicament fromsiloed
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is still supposed to come out of that magical box. Yet the intangible core of innovation is a mature, holistic
approach to introducing compound calpilities that integrates technology, skills upgrades, and procedssign

as a response to market needs. This requires a strategic and cultural mindset that cannot be routinely offshored
or forklifted away.

Rather than rise to the challenge of creatitige organizational fabric for maintaining relevance, too often
SESOdziA®Sa 0RAOIGS GKSANI NBalLlRyaAroAtAade oe dF{1Ay3
a fiduciary obligation to nurture. They do this because they lack the irsightools necessary to rise above the
LINBRAOI YSyd GKS&@ IINBE AYYSNESR Ay> FyR AG A& SFAASN

A simple example in security to illustrate this point

Comprehensive security for a distributed service that inclugiesless access for mobile workers and customers
iS not just a next generation firewall. It must include a broad spectrum of technologies to create a secure, zero
trust border for traffic coming into and out the firm, plus analytiased intrusion detectio.

This not only requires a comprehensive security technology architecture, but also advanced skills training on
technology, polices, and procedures, plus a rethinking of operational processes that maintain security once it has
been achieved, while simalbeously allowing for greater freedom and innovation.

The combination of capabilities to enable a higher value proposition is the key to supporting the safe advancement
of sustainable security innovation. Security is too often considered an aftertheudtile in reality it is an enabler

(if done right) becase a firm can extend its reach with confidence. Yet a comprehensive security solution can be
trusted only if it can be continuously maintained, and this requires advancement of both processes and people
skills.

Paradigm shifffor balancingrunning and changingthe business

All firms need to run their operations cesffectively to keep the cash flowing so that they can use it to innovate.

Even firms in industries dominated by operational excellence (such as transportation, communications services,
IT sevices, banking, etc.) still need to evolve their products and services to maintain relevance in the face of
SP2t OAy3a GSOKy2f2383x NBIdAFdA2yas IyR YIN]JSG O2yR)
automation in transportation, grig¢ghabledcomprehensive computation of risk exposure in financial services,
overthe-top IP delivery of telephony and video in communication services, etc.

Meanwhile, firms in industries dominated by product excellence (such as software products, communication
products, pharmaceuticals, web services, etc.) still need to establish predictable processes for reliable product
RSt AOSNE FyR alf¥Saeo 9EFYLX S& FTNRY (KS | dziK2NBQ S
distributed configuration control, mduct reliability engineering, safety engineering, among others.

Hence, all firms must bambidextrousin operation. Process ambidexteriig a concept originally coined in our

work (see Chapters 1 and 2) that has been subsequently adopted in some faanmottrer by mainstream

consulting firms. This paradigm shift in thinking is timeless regardless of technology changes and respects the fact
that integrating high valued, compound capabilities (technology, skills, and processes) is an existential necessity.



Survival strategies for a shifting competitive landscape

In this book, we present a comprehensive framework with associated methods for using process ambidexterity as
the driving mechanism for firms to minimize their sustainability and relevance ristt$laurish as they navigate
through the escalating demands of the business world. We first published this in 2012 through to 2014 in the
Technology Management Review, vetted by an international review board of academics and industry
practitioners. Thignaterial was established and refined not simply by research and theory, but also after
successfully and consistently applying it in both large and small firms in the real world.

Although the material is presented in an academic manner to assure its rigsuthought leaders and

LIN} OGAGA2YSNBRZ ¢S KI @S LI ASR (KS&aS 02y OSLJia &dzO0¢
largest companies and as well as globally. Industries include Financial Services, Software & Communications
Products, I'® Cloud Services, Transportation, Communications & Media Services, to name a few. Situations and
urgencies rangedicross the boardnavigatinga wide range of climates in businesses, from unprecedented
businesscritical threats through to various stageslifecycle development, transformation, and turnaround.

Our methods have withstood the test of both industry and academia, plus are readily scalable for future advances.
We have established over time that they are repeatable, reliable, and sustainable. In many cases we applied them
to remedy situations wherethers have failed, or in which firms found themselves in crisis without the internal

OF LI 6AfAGASE (G2 NBaAaLRYRO® 2 5Q0S RSt AOGSNBR SOSNE GA°
measures. Our approach is proven over and over, and werarglgo share it with you!

Sonia Bot, Paul Renaud, Sheppard Narkier
June 2021




Introduction

All firms recognize the need to innovate while operating the current business model. They run into problems
becasue they can't properly balance the two needgidally innovation gets less focus because most firms have
not figured out how to be ambidexterous in their implementation of effective process@sis first edition
presents the process ambidexterity framework from an enterpvisge perspective and #n applies it to the
Information Technology (IT) context since in the digital information age, IT is typically the fountain for innovation.
From there, the various aspects are explored in more detail.

Chapter 1 (Process Ambidexterity in Entrepreneuriah$) introduces a procedsased approach that enables

firms to identify, create, and realize their value reliably, efficiently, effectively, and rapidly. Typically, organizations
impose incorrect process paradigms, such as thinking that innovation péegs ¢ KA OK NXBIj dzA NB |
RAAO2OSNE | LILINRI OKS Ydzald F2fft2¢ GKS aryYS LINRPOS&aa Y2
transactional processes. Instead, organizatiomguire an ability to have both industriatrength, highly
discplined processes for operational excellence (that run the core business), as well as more flagtibde,

weight processes that enable innovation. This resulting combination is knowroasess ambidexterifywhich is

I FANX Q& OI LJ dihprfodeds aligrim2nNdndipiiokesshatiaptgbility. dmplementation of both requires
disciplined, agile, and lean business management. Process ambidexterity and its operational framework serve as
the cornerstone for enabling firms to operate effectively ipeatable, scalable, and systematic ways.

Chapter 2 (Process Ambidexterity for IT Entrepreneurship) shows how process ambidexterity is applied to the IT
function within a firm whose broad mandate is to provide businesses with applications and corerirchtast
NE&2dz2NOSa GKIFEG SylFofS GKSA NJITeoholeNM K & viewerkias 3/cBsi cented iy ke ( S 3
GSuite, even though in this digital age IT should be the strategic enablez of the reasons for this is an

inability in many T organizations to balaneenning the businessupply of IT services) witthanging the
businesgresponding to the demand for new services). Building the t@fifiebetween demand and supply is

difficult in practice. Establishing the capability of gges ambidexterity within the IT function helps achieve this
balance.

Chapter 3 (Enabling Process Alignment for IT Entrepreneurship) focuses on enabling process alignment as one part
of the process ambidexterity equation.od often IT governance is consigéd an innovation killer because it
Olyy2i STFSOOA@Ste ItAdy G2 OKIFIy3aSa Ay RSYIFIYR O2YA)
response to changes in market forcébe framework for process alignment in IT is useful for understarmaing

the processes in Business Demand Management, a core component of the process ambidexterity framework for
IT, relate to those in IT Governance and IT Supply Chain Management. This framework is presented through three
critical perspectives: business #éthcreates demand for IT), technology (that defines the supply chain for IT), and
governance (that makes the tradeoffs between demand and supply in the face of limited resources).

Chapter 4 (Enabling Process Adaptability in the IT Supply Chain) add =5 [@daptability, the other part of

the process ambidexterity equatioiil is the lynchpin to most successful enterpreneurial outcomes, but IT is no
stranger to ossification and "not invented here" is almost a mantra in most IT culferesess adaptability affects

the extent to which the fulfillment strategy for the IT Supply Chain is responsive and flexible to meet the changing
needs of the firm and enables the IT function to behave as an entrepreneurial entity.

CEES



Chapter 5 (Enabling Stainable Improvement in IT Entrepreneurship) defines IT capabilities and presents a
FNIYSG2N] GKFEG aSyA2N) L¢ SESOdziaAgdSa OFy NBfAlLof& dz
business demandExecutive sponsorship is the key to sustalstransformation, yet many executives lack the

tools to understand the capability gaps necessary to assure successful transformatiism$ramework outlines

the capability domains that will need to evolve, while providing a means to introduce chamgesre
implementation, and measure success.

Chapter 6 (Using a Capability Perspective to Sustain IT Improvements) delves deeper to reveal that IT capability
AYLINROSYSYyG Aa y2i 2yteée SaaSydaarlt T2 NJ ddiksbly achievaoB I y A
through the deliberate phased evolution of cleadgfined technical, skill, and process capabilities.
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Technology Innovation Management Review April 2012

Process Ambidexterity
for Entrepreneurial Firms
Sonia D. Bot

“How wonderful that we have met with a paradox. ”

Now we have some hope of making progress.

Niels Bohr (1885-1962)
Physicist and Nobel Laureate (1922)

Technology-based entrepreneurial firms must effectively support both mainstream ex-
ploitation and new-stream exploration in order to remain competitive for the long term.
The processes that support exploitation and exploration initiatives are different in terms of
logistics, payoff horizons, and capabilities. Few firms are able to strike a balance between
the two, where mainstream exploitation usually trumps new-stream exploration. The ulti-
mate goal is for the firm to operate effectively in a repeatable, scalable, and systematic
manner, rather than relying on good luck and hoping either to come up with the next in-
novation or for the product to function according to its requirements.

This article builds on the author’s years of experience in building businesses and trans-
forming medium and large-sized, entrepreneurial technology firms, leading large-scale
breakthrough and sustained performance improvements by using and evolving Lean Six
Sigma methodologies, and reviews of technology innovation management and entrepren-
eurship literature. This article provides a process-based perspective to understanding and
addressing the issues on balancing mainstream exploitation and new-stream exploration
in medium and large-sized entrepreneurial firms and extending it to startups. The result-
ing capability is known as process ambidexterity and requires disciplined, agile, and lean
business management.

Introduction

Most leading firms are proficient at continuously
evolving their mainstream business, namely through in-
novations in technology that add incremental value in
order to remain competitive in a particular market
space. In contrast, these same companies may find
themselves struggling to achieve disruptive innovations
that create new markets and value networks. Processes,
and the underlving organizational structures and culture
that support them, are a key component to this struggle.

Building upon the definition proposed by Lee and col-

leagues (2009, tinyurl.com/7socnp3), process ambidexterity
is the firm’s capability for utilizing both process align-

www.timreview.ca

ment and process adaptability, from the top level of the
business through to the lower levels for each function.
Process alignment deals with rigour, discipline, consist-
ency, and maturity of the processes. Process adaptabil-
ity deals with agility, responsiveness, flexibility, and
customization of the processes.

This article describes the characteristics of mainstream
exploitation and new-stream exploration. A description
of sequential and simultaneous implementation ap-
proaches follows, where their lack of alignment and
poor adaptation are identified as intrinsic sources of im-
balance. The capability of process ambidexterity is in-
troduced along with supporting mechanisms as a
means to achieve balance.

21




Technology Innovation Management Review

April 2012

Process Ambidexterity for Entrepreneurial Firms

Sonia D. Bot

Characteristics of Mainstream Exploitation
and New-stream Exploration

Mainstream exploitation focuses on initiatives that deliv-
er payoffs in the near term (for example, within 12
months). Their mandates are associated with maintain-
ing business strength as they relate to the firm’s current
market position. This includes incremental improve-
ments to the existing product portfolio or solution such
as adding new features, improving performance of exist-
ing functionality, improving quality, and reducing cost.
The processes must support efficiency, productivity, and
product quality to ensure the firm “does things right”.

Conversely, new-stream exploration focuses on initiat-
ives that deliver payoffs in the intermediate or long
term. Their mandates are associated with the evolution
of the firm to create new markets and options for
growth. This includes breakthrough innovations,
paradigm shifts, new products or solutions, and adapt-
ing to very strong competitive and market forces. The
processes must support freethinking and experimenta-
tion while in an environment of very high uncertainty
to ensure the firm “does the right thing".

Table 1 describes the dimensions where each approach
operates and the demands they each need to address.

Table 1. Characteristics of mainstream exploitative business and new-stream exploratory business®

Mainstream New-Stream
Dimension Exploitative Business Exploratory Business
Strategic Intent Cost, profit, generate revenue from Growth, innovations that will provide
current operations revenue in the future
Competitors Responding to current competitors Anticipating future competitors

Investment Focus

Advancing current technologies,
serving current customers

Exploring new, emerging technologies,
creating new markets

Critical Tasks Operations, efficiency, incremental Adaptability, new products,
innovation, refinement breakthrough innovation

Competencies Operational Entrepreneurial

Structure Formal, mechanistic Adaptive, loose

Controls & Rewards Margins, productivity Milestones, growth

Culture Efficiency, low risk, quality, Risk taking, speed, flexibility,
customers experimentation

Employee Skills Refine current skills and capabilities ~ Develop entirely new skills

Leadership role Authoritative Visionary, involved

“Adapted rrom U Hielly and lushman (2U04; tinyurl.com/cjbarty) and MoITis et al. (20105 nyurl.con/ ceskilz).

www.limreview.ca
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