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Abstract

This master thesis describes the design of an approach for a business capability map: how should
each service-oriented company create a business capability map, and compare different business
lines in terms of business capabilities and processes? This design will be applicable for all service-
dominant businesses, or businesses that are transiting into a more service-dominant environment.
The establishment of this design started by the use of two aspects: the literature review and findings
from the as-is analysis at De Lage Landen B.V. (DLL), a financial leasing company, a subsidiary
company of the Rabobank, that is transiting into a more service oriented company. The two business
lines of DLL involved in this thesis are mobility solutions and leasing.

The most important outcomes of the literature review are the BASE/X framework of Grefen (2013)
and the business capability map of Ulrich (2015). The BASE/X framework provides a basis for
structural agility by coupling stable elements as a service-dominant strategy and business services to
fluid elements as business models and service compositions. The business capability map of Ulrich
provides a building block approach to business capabilities, discusses how capabilities relate to the
business architecture as a whole, and offers an approach for using capabilities as a basis for planning
and executing a business/IT transformation program. These two approaches were combined and
extended on the findings resulting from the as-is analysis conducted at DLL. This resulted in a
conceptual framework, which described the different steps to be taken in order to come to a
business capability map including the comparison of different business lines. Next, this conceptual
framework is used to develop a business capability map at DLL for the two business lines. From this
execution, a conclusion is formed, resulting in a new theoretical framework that focuses on service-
oriented companies. Future research should indicate if the framework is applicable for every service-
oriented company.

The results of the new framework indicate that the identity and a clear vision of the structure of a
business form the basis for the building of the business capability map, and a service composition for
each business line combined with value streams can help with the comparison of different business
lines. By using this framework, service oriented companies will be able to create a business
capability map for the whole enterprise, and will be able to compare different business lines in an
organization. The business capability map will provide a common language for an organization,
enables a refreshing view when making investment choices, serves as a baseline for strategic
planning, change management, and impact analysis. The comparison of different business lines
included in the approach ensures possibilities for re-use of capabilities across the business processes
of the business lines.
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1. Introduction
This chapter discusses the background, problem and objectives of this research. At the end of this
chapter, an overview of the report structure is given.

1.1.Theoretical background

In all the different domains of the market nowadays, it becomes difficult to stay ahead of the
competition. An upcoming trend to stay ahead of the competition is servitization. Servitization is
winning ground, and more and more companies are making this shift. This service revolution started
in the 1990’s. Multiple industries have undergone the shift towards servitization. Due to a lower
demand, an intensified competition and lower profit margins, manufacturing companies slowly
changed their strategy from pushing products, to providing solutions (Cohen, 2006). Companies
started to realize that services, which include all the activities from product delivery to the end of a
product’s life cycle, are a lucrative business (Wagner & Lindemann, 2008).

Servitization is first mentioned by Vandermerwe and Rada (1988), which is the innovation of an
organization’s capabilities and processes to better create mutual value through a shift from selling
products to selling product-service systems (Baines, 2009).

However, servitization brings along challenges for a company. The design of a service dominant
approach is significantly different to the design of a product oriented approach since, by their nature,
services are time-intensive activities. This may discourage companies from expanding the service
dimension, particularly because they need to take account of competition outside the usual domain
from unexpected rivals including their own suppliers, distributors, and customers. According to
Baines & Lightfoot (2009) the challenges top management face are threefold: challenges in service
design, organisation strategy and organisation transformation. Manufacturing companies that decide
on a service-oriented strategy have to adapt the necessary organisational structures and processes
(Gebauer and Fleisch, 2007). Especially, there are challenges in defining the organisation strategy
necessary to support the customer allegiance required to deliver a combination of product and
services (Wise and Baumgartner, 1999). These challenges ask for a new way to look at an
organization.

Business capabilities can be considered the building block of a new way to look to an organization.
Business capabilities found its origin in 1985. Michael Porter was the first to describe core capabilities
as what gives a company one or more competitive advantages in creating and delivering value to its
customers (Porter, 1985). From here, different management fashions emerged that use capabilities
to structure an organization. Examples are competitive forces approach, strategic conflict approach
and resource-based approach. The latest approach that emerged is business capability mapping.
While business capabilities has received a vast amount of attention in the literature, the use of a
business capability mapping has received much less attention. This is due to the newness of this
approach. The first and only to describe the use of business capability mapping is William Ulrich.
According to Ulrich (2015) the business capability map provides a link between business architecture
and IT architecture. Capabilities can provide business with a common language and can ensure that a
firm will spend money to ensure that a given capability is supporting the business. They serve as a
starting point for strategic planning, impact analysis, and change management. Although Ulrich
describes how to build a business capability map, it does not explain how to properly compare
different lines of businesses (LOB’s), or handles service-dominant business strategy. Therefore, a
coherent body which describes the steps to be taken to build a business capability map, including
comparing different LOB’s for service oriented companies is lacking in the academic literature.
Developing these steps is necessary for companies that want to develop a business capability map.
Hence, there exists a gap in the business capability literature. This research will try to close or limit
this gap.



1.2. Business context

This research is conducted during an internship at De Lage Landen (DLL) at Eindhoven. DLL is a
multinational company, that works in more than 35 countries and serves nine specialist sectors with
equipment manufacturers, dealers and distributors. DLL is a fully owned subsidiary of the Rabobank
Group. Nowadays, the company has about 5,500 members worldwide. The main objective of the
company is to deliver financial solutions for the entire asset life cycle. They also deliver mobile
solutions, factoring and consumer finance. The focus of this research engages in two of the most
important lines of businesses (LOB) of DLL, namely leasing and mobility solutions. Leasing is the
largest LOB. It’s financial products are offered in three different regions: Europe, America and Asia. It
offers multiple financial products, for example financing lease, operational lease and full service
lease. The leasing product proposition is offered to various vendor types, for example equipment
manufacturers, dealers and distributors. The LOB mobility solutions is executed via Athlon. Athlon
became part of DLL in 2006 and is an international provider of operational car leasing and mobility
solution, active in ten European countries. Athlon focuses on all businesses and non-profit
organisations with a need to organize the mobility for professional as well as secondary-benefit
purposes. Their portfolio exists of 250.000 contracts.

1.3.Problem statement

As stated in the theoretical background, many companies nowadays are transiting from a product-
oriented company into a more service-oriented company. The reason for this change in the business
strategy is mainly to meet customer expectations and to stay ahead of the competition. This change
results in many consequences for an organization. According to Baines & Lightfoot (2009) the
challenges top management face are threefold: challenges in organisation transformation,
organisation strategy and service design. Companies need a shift of corporate mind set in order to
take on services. Another aspect of organization transformation is the physical environment. There
are also challenges in defining the organisation strategy necessary to support the customer
allegiance required to deliver a combination of product and services (Wise and Baumgartner, 1999).
Companies that decide on a service-oriented strategy also have to adapt the necessary organisational
structures and processes (Gebauer and Fleisch, 2007). This includes adapting their IT-landscape as
well.

Thus, companies face significant challenges when transiting into a service-oriented company. A way
of dealing with these challenges is making use of a business capability map. The business capability
serves as an essential communication medium between a business and an organization’s ability to
transform itself through the use of IT. Capabilities within a capability map provide business with a
common language and represent a business-focused abstraction of the singular functions and
information that IT systems must provide — in other words, a fundamental representation of the
business requirements (Ulrich, 2015).

A business capability map can be the key to tackling the different challenges of the servitization
process. However, adapting a business capability map brings along challenges as well. Many
organizations struggle when adapting a capability map. The main reason is, as stated in the
theoretical background the gap in the business capability literature. At the moment not many articles
are related to business capability mapping.

DLL, a financial leasing company that is transiting into a service-oriented company, is working on
such a business capability map. However, DLL also found out that adapting a business capability map
brings along challenges as well. First of all, there exists a gap in the business capability literature.
Secondly, different LOB’s have different business processes, as they serve different overall business
goals. However, different LOB’s make use of similar capabilities though. The fact that their capability
sets are not yet harmonized limits possibilities for re-use of capabilities across the business processes
of the two domains. The limitation for the re-use can result in an inefficient IT-landscape and
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inefficient business operation. The problem that has been the motivation for this research, has
therefore been formulated as:

The research problem: Currently, DLL and other service-dominant businesses are struggling
when adapting a business capability map, and face difficulties when comparing the business
capabilities and business processes between different business lines.

1.4. Assignment
This section will discuss how the assignment is handled in order for the research to make a
contribution to solve the problem statement mentioned in the previous chapter.

The problem statement shows that many companies are struggling with adapting the business
capability map. In order to derive a solution to this problem, the regulative model cycle of Van Strien
(1997) is used. This cycle is a predefined set of steps to reach a solution to operational problems. It
consists of five stages: problem analysis, problem diagnosis, design, intervention and evaluation.

Problem

analysis

N

<«

Figure 1 regulative model cycle (Van Strien, 1997)

The first step is the problem analysis. The problem in this case, is the fact that most service-oriented
companies are struggling when adapting a business capability map, and face difficulties when
comparing the business capabilities and business processes between different LOB’s. This first step is
coupled to the research problem mentioned in the previous section.

The second step is the problem diagnosis. This step consists of an analysis of the current and desired
situation. This includes validation of the problem statement, exploration and validation of causes and
effects, determine requirements, and exploration of solution directions (Van Strien, 1997). This will
be achieved by firstly performing a literature study, followed by an as-is analysis of the current
situation at DLL. The literature study deals with two topics: servitization and business capabilities.
The as-is analysis will analyze different aspects at DLL, namely strategy, the business capabilities and
processes, and value streams. This step results in two research objectives:

Research objective 1: identify the different aspects related to building a business capability map at a
service-oriented company.

Research objective 2: analyze the different aspects related to building a business capability map at
DLL.



The third step is the design phase. Now that the problem analysis and diagnosis have been made, an
approach can be created in order to find a solution to the problem. This will be achieved by
developing a conceptual framework based on the findings of the literature study and the as-is
analysis. This step results in the following objective:

Research objective 3: make recommendations for service-oriented companies that want to build a
business capability map, by providing them with a conceptual framework to build a business
capability map.

The fourth step is the intervention. This means implementing the design of step three in order to get
feedback on the implementation process. This will be achieved by executing the conceptual
framework of step four at DLL. The feedback of the implementation will consist of conclusions for the
design, explaining the strong and weak points and more. This step results in the following objective:

Research objective 4: create feedback on the conceptual framework, by the execution of the
conceptual framework at DLL.

The fifth step is the evaluation of the project. First, the execution of the design will be evaluated. This
will result in a new theoretical framework. After this step, the whole project will be evaluated by
deriving the conclusion, making recommendations and more. This step results in the following
objective:

Research objective 5: developing a new theoretical framework for service-oriented companies that
want to build a business capability map, by using the evaluation of the executed design at DLL.

The research thus consist of five research objectives. The next chapter explains how these research
objectives will be achieved by use of five different research steps.

1.5.Thesis outline

The first aspect of this thesis is introducing the reader to the topic. It starts with the research field
and the aim of the study. The aim of the study is based on the business context, which tells us
something about the company DLL and the problem statement. This introduction forms the first
chapter. After the introduction, the research method of the thesis is explained. After this research
method, a description of the literature review is provided. The literature review deals with two main
topics: servitization and business capabilities. These two topics are necessary to come to the
theoretical framework at the end of the chapter. This chapter therefore presents the theoretical
background that was used. The fourth chapter deals with the analysis of the current state of the
capability map at DLL. This as-is analysis is necessary to understand the situation, but will also help to
define the conceptual framework. This conceptual framework is described in chapter five. The next
chapter, chapter six, contains the second part of the design phase. Here, the conceptual theoretical
framework is tested at DLL. This will test the applicability of the framework for DLL, and at the same
time it will reveal the strong and weak points of the framework. This will be necessary to develop the
new theoretical framework. Therefore, chapter six is relevant for people who want to learn how to
use the theoretical framework when coming to a business capability map. The next chapter, chapter
seven forms the final framework. It starts with the analysis of the executed framework. Eventually,
the final framework is made to build a business capability map for a servitization company. Finally,
the last chapter will focus on the conclusion of the research project. Here, the business problem will
be central. It will also show the recommendations for DLL in order for the company to come to a
good and functional business capability map.
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2. The research method

This chapter discusses what will be achieved in this thesis, but especially how this is realized. This
chapter consists of three topics: the research questions, strategy and data collection methods. The
first chapter discusses the research steps that have been taken to achieve the objectives that were
formulated in chapter 1.4.

2.1.Research design
The research design consists of five comprehensive research steps. The research steps are coupled to
the research questions. The research questions arise from the research objectives obtained in
chapter 1.4. Each research question corresponds to one research objective. For example, research
guestion 1 is obtained from research objective 1:

Research step 1: theoretical analysis

RQ 1: What are the important aspects of servitization and business capability mapping?

The first question addresses the important aspects that are involved in business capability mapping.
A literature review has been conducted as a theoretical starting point for this research. In order to
address the aspects more specifically this step is divided in two topics: servitization and business
capabilities. This first step is a starting point for the as-is analysis of research step two.

Mentioned below are the activities that are performed during this research step.

| Research activities Deliverable Resources
1 Literature review servitization General description Current
servitization literature
2 Literature review business capabilities General description Current
business capabilities literature




Research step 2: empirical analysis

RQ 2: What is the current situation according to business capability mapping for the two
business lines at DLL: mobility solutions and leasing?

This second question is an analysis of the current situation. Besides the discussion of the current
business capabilities of the two domains at DLL, an important aspect is how these capabilities are
mapped and addressed at DLL. How are the business capabilities used to form business processes?
Other important aspects derived from research step one will be taken into account as well. Below the
activities that are performed during this research step are listed.

| Research activities Deliverable Resources

1 Analysis of strategy documents for leasing and Assessment of the DLL
mobility solutions strategy documents documents

2 Analysis of business capabilities for leasing and List of current capabilities DLL
mobility solutions including the assessment  documents

3 Analysis of business processes for leasing and List of current processes DLL
mobility solutions including the assessment  documents

4 Analysis of value streams for leasing and List of current value DLL
mobility solutions streams including documents

assessment

5 Analysis of the current steps of the business Description and DLL

capability mapping assessment of the steps documents

Research step 3: conceptual design

RQ 3: How can the previous results be assembled into a framework for business capability
mapping?

In the third question, the conceptual framework for business capability mapping is defined. This step
elaborates on research step 1 and 2. First, an approach for the servitization process and business
capability mapping is selected. These two approaches will be combined and enhanced by the
information of the analysis in research step 2. This will result in a conceptual framework for business
capability mapping for service-oriented companies.

Research activities Deliverable Resources
1 Describe servitization approach Servitization framework Current
literature

2 Describe business capability mapping approach  Business capability map Current

framework literature
3 Describe specifications of approach Specifications framework  Research
activities 1 & 2
3 Build a conceptual approach Conceptual framework Research
activities 1, 2
&3




Research step 4: design testing

RQ 4: How will the conceptual approach of research question three work at DLL, followed by a
gap analysis?

In the fourth question, the approach is executed. This will show the robustness of the design. What
are the strong and weak points of the design? The two lists of the desired capabilities and processes
for both domains arise from this execution. After this, a gap analysis between the two domains is
performed. Below you find the activities that are performed during this research step.

Research activities Deliverable Resources

1 Execution of approach Description of the
executed approach

2 Describing desired capabilities & processes List of desired capabilities

mobility solutions & processes mobility
solutions
3 Describing desired capabilities & processes List of desired capabilities
leasing & processes leasing
4 Gap analysis Gap analysis between the

two domains

Research step 5: Final design

RQ 5: How should a service oriented company create a business capability map, and compare
different business lines in terms of business capabilities and processes?

The last question consists of the formulation of recommendations to close the gap arising from the
execution of the approach at DLL. This step will result in a design that can be used to compare
different business lines, focussed on the business capabilities and processes. This design will be
applicable for multiple domains. This design must contribute to increased re-use of capabilities of
different business lines. Below the activities that are performed during this research step are listed.

Research activities Deliverable Resources

1 Analysis of approach Conclusions of approach
Inclusive a list of strong
and weak points

2 Recommendations to close the gap List of recommendations

3 Overall design to compare different business Description of overall
lines design
4 Conclude thesis thesis

In order to show the structure in this process, a schematic representation of the process is made, see
Figure 2. The inner blocks show the activities that need to be conducted. The colours of the blocks
indicate the phase of the research of these activities. The sequence of these blocks is displayed by
the blue arrows. The red arrows indicate knowledge sharing between different activities and the
black blocks show the main chapters and research questions of the thesis report.
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2.2.Research Strategy & methods
The previous chapter described the research questions that form the basis of this thesis. In this
chapter it is explained how the knowledge required for answering these questions has been gathered
and processed.

2.2.1. Theoretical analysis

The introduction addresses the problem analysis of this research. After the problem analysis, the
problem diagnosis is performed. This step starts with a literature review. This review deals with two
topics, namely servitization and business capabilities. These two topics form the basis for the
conceptual framework for business capability mapping for service-dominant companies. For both
topics, the research is performed in a breadth manner. The goal is to create an overall understanding
of the topic and indicate aspects that are important for business capability mapping for service-
oriented companies.

The main source of information for this theoretical analysis is the academic literature, collected from
three databases: The website www.scholar.google.com, the ProQuest — ABI/INFORM databases
(offered by the TU/e Library), and the website www.scopus.com. A more detailed explanation of the
search strategy can be found in chapter 3.1.
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2.2.2. Empirical analysis

After the literature review, the as-is analysis is performed. For performing this analysis, the empirical
data is collected by using the single case study approach (Yin, 2003). In order to follow a structured
approach, the guidelines by Eisenhardt (1989) are used. The context of this case study is the financial
leasing industry, characterised by a service-oriented approach. The aim of this analysis is to make the
connection between the theory and the practical implication of the business capability map. The
main unit of analysis within this context is the organization of DLL. The two sub units of analysis are
the LOB’s leasing and mobility solutions. The selection for the cases is based on practical reasons. The
two business lines are the two business lines that at the moment are more engaged in developing
the capability map. This analysis is part of an exploratory research. An exploratory research can be
seen as an attempt to lay the foundations for a new angle on a topic that will lead to future studies.

The analysis is based on both qualitative and quantitative data. In order to obtain stronger evidence
in this analysis, triangulation is used. Triangulation indicates that two or more methods are used. In
this analysis, qualitative questionnaires and semi-structured face-to-face interviews are used as well
as quantitative archival sources and documentation (Eisenhardt, 1989). The questionnaires are sent
to the involved enterprise architects in forming the business capability map. The aim of these
guestionnaires is to get more insight into the different aspects involved in the business capability
map (strategy documents, value streams, business processes, and business capabilities). Besides
these questionnaires, semi-structured interviews are executed with collaboration of the enterprise
architectures. The aim of these interviews is to get more insight in the process of the business
capability mapping. All the sources and documentation that are involved in this analysis concern the
aspects of the business capability map.

2.2.3. Conceptual design

This conceptual design phase is built upon the information of the theoretical and empirical analysis.
It starts with the selection of an approach for business capability mapping. The selection is derived
from the theoretical analysis. Another important aspect is the servitization process. Also for this
aspect an approach is selected. This is also performed in the theoretical analysis. These two
approaches are then combined. From here, the information of the as-is analysis is used to ensure the
practical implications of the design. Because of the combination of two approaches, too many
uncertainties arise. Therefore, this design is considered a conceptual design. The final design will
arise from the design testing, explained in the following chapter.

2.2.4. Design testing
For performing this design testing, the same main unit of analysis as well as sub units are used as the
empirical analysis: the main unit of analysis within this context is the organization of DLL. The two
sub units of analysis are the LOB’s leasing and mobility solutions.

The empirical analysis deals with the current situation of the business capability map of DLL. It only
observes the different aspects that are important when dealing with the capability map. In this to-be
analysis, the conceptual framework is executed. Every step will be analyzed. This will show which
steps of the framework are correct and will help build the new theoretical framework of the business
capability map.

2.2.5. Final design
In this analysis, the execution of the theoretical framework of the previous chapter serves as the
input of this chapter. The different steps, including those of the BASE/X framework are discussed
with the two persons working on the capability map at DLL. This discussion results in
recommendations for the framework, which will serve as the input for the new framework.



3. Literature review

A literature review is conducted as a first step of this research. It provides a good starting point for
the development of the conceptual framework for business capability mapping for service-oriented
companies. It forms the basis for the following research question:

RQ 1: What are the important aspects of servitization and business capability mapping?

This chapter provides an overview and evaluation of the literature that is related to this research.
The literature review consists of two topics: servitization and business capabilities. Chapter 3.1 will
first discuss and motivate how the literature survey has been conducted for the two topics. Chapter
3.2 discusses the servitization topic in short and form the important aspects of this topic. Chapter 3.3
discusses business capabilities and ends with the important aspects of this topic.

3.1.Search methodology
This chapter describes how the literature survey has been conducted for the two topics. The
literature study deals with two topics, namely servitization and business capabilities. These two
topics form the basis for the conceptual framework for business capability mapping for service-
dominant companies. The goal for the different topics are as follows:

- See how the process of servitization works on an operational level.
- See how business capabilities can be used on an operational level.

To guide the process of the literature review, a roadmap is made, see Figure 3. The process of this
roadmap is explicitly related to the two goals stated above.

| I
Finding | Skimming | Writing
1 |
Set Keywords | Skim Paper | Read Paper
Deliverable: i Deliverable: }
set of numbers of academic papers ' r General purpose paper ' r Overall view of paper
| |
| |
r I r I A
Explore Papers | Analyze Papers | Structure Information
Deliverable:
unlfmﬁ(-r:ealth;r:(b:ﬂ:emlcpapus I Delhue_uble: I overview ofreil;l::'inlormtlon in
| 1
| |
k. 1 k. .
Filter Papers I Compare Papers I Conclude Information
Deliverable:
Deliverable: | Deliverable: ' Tekst in own words of the mlated

about 10 acadernic papers $ Overall view of topic, grouged papers infarmatian
| I
| |
1 I

Figure 3 Roadmap literature review
1. Finding

The literature review starts with an exploratory research. The finding process can be found in the left
column of the roadmap. First, the keyword search strategy are used for finding relevant papers.
Three different search engines are used for performing the search strategy:

e The website www.scholar.google.com
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e the ProQuest — ABI/INFORM databases (offered by the TU/e Library)
e the website www.scopus.com

To restrict the number of potential articles found from the different search engines, different
combinations of keywords are used.

To help the process of selecting the right papers, the number of citations of an article is an important
aspect. The more often papers are cited, the higher the probability that the paper contains valueable
information. Once, a broad understanding of the selected articles is formed, the right articles are
selected. Papers that are unrelated or of insufficient quality will be set aside. After this, the selection
of the papers is refined and eventually new key terms can be made to fulfil the focus of the search.
This process is repeated until the complete topic is covered and all the required information is found
and the right papers are selected.

The deliverables of this first step will be a set of roughly ten academic papers for each sub goal.
2. Skimming

After this first selection, the papers are skimmed. The skimming process can be found in the middle
column of the road map. By skimming the papers (reading the abstract, intro and conclusion) a
general purpose and content of the article is created. From here, a conclusion is made if the selected
papers are indeed interesting, innovative and topic related. The articles are grouped into categories.
If in this stage of the process information is missing, or other papers indicate that there is
information that is important as well, the process is repeated with new keywords or the snowballing
technique is used to find missing information.

The deliverable of this step is a list of papers, grouped by categories and notes about the papers for
both topics

3. Writing down results

This last process can be found in the right column of the road map. Here, the findings of the papers
are written down. Important in this step is to be specific, to explain new definitions, identify trends
or patterns and gaps in the literature, develop pros and cons for certain topics and come up with
examples for specific topics. The deliverable of this step is chapter 3.2 for the servitization topic and
chapter 3.3 for the business capability topic.

3.1.1. Search strategy servitization

For the first topic the first keywords that are filled in in the search engines are ‘servitization’. This
resulted in about 4000 papers. It is impossible to explore all these papers and therefore a selection is
made using the number of citations of the paper as well as relevant titles. This resulted in a list of ten
academic papers. These papers are skimmed and analyzed. Now a general purpose of the topic is
created and the relative papers are grouped. After skimming and analyzing the papers, six papers are
selected that cover the general topic of servitization. The keywords that are filled in in the second
search process is ‘servitization drivers challenges’. This resulted in about 1600 papers. From this list,
one paper is selected that covers the focus of the search. Arising from the challenges of servitization,
one missing part of the literature review is the environment of servitization. Therefore, the following
key words were formed: ‘service organisation’ and ‘surroundings’. The keywords that are used in the
third search process are ‘servitization” combined with ‘service transition’ and ‘blueprinting’. This
resulted in about sequentially 200 and 180 papers. This resulted in three papers that are relevant for
the topic. All these steps result in a list of ten academic papers that are used to cover the topic of
servitization. These ten papers form the basis of this topic, however through the use of snowballing,
other papers are used as well, see reference chapter.
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3.1.2. Search strategy business capabilities

For the second topic, the first keywords that are used in the search engines are ‘business
capabilities’. This resulted in about 7000 papers. From here, a selection is made based on the number
of citations of the paper as well as relevant titles. This resulted in a list of ten academic papers. These
papers are skimmed and analyzed. Now a general purpose of the topic is created and the relative
papers are grouped. After skimming and analyzing the papers, five papers are selected that cover the
general situation of business capabilities. However from skimming the papers, the understanding
emerged that resource-based view plays a role in the beginning of business capabilities. Therefore,
“resource-based view’’ and “business capabilities” where new key words. This resulted in about 800
papers, resulting in one paper added to the list. From here, a more general purpose of the topic is
created. Because business capabilities is a broad definition, more specific keywords are used to find
the related papers. The keywords that are used in the second search process are ‘business
capabilities’” combined with ‘enterprise architecture’ and ‘information systems’ and ‘information
technology’. This resulted in consecutively 800, 3000, and 3500 papers. From this list one paper is
selected that covers the focus of the search. The last focus is placed on the process of developing
business capabilities and mapping them. In this search process the used keywords were: “business
capability map”’, which resulted in 70 results and “capability deployment”, which resulted in 500
papers. After skimming the relevant papers, only one paper was deemed relevant. All these steps
result in a list of ten academic papers that will be used to cover the topic of business capabilities.

3.1.3. terminology
Before the servitization topic is described, terms that may cause confusion are defined. In the topic
of business capabilities, many terms are used with different definitions. Therefore, the following
table lists the definitions of the terms used in this thesis.

term Definition

Business capability Business capabilities, or simply a “capability,” defines what a business
does. It does not communicate or expose where, why, or how something
is done (Ulrich, 2015)

Business service Business services define the business capabilities of an organization, i.e.,
the core functionalities a business organization offers to its (commercial)
context (Grefen, 2013)

Business resource Business resources are a general category that came in two categories:
material or human resources that provide a firm the means to perform its
business processes

Value stream Value streams depict how a business achieves value for an internal or
external stakeholder. They are defined as an end-to-end collection of

activities that create a result for a customer (whitle, 2004)
Table 2 Terms thesis

3.2.Servitization

According to Baines and Lightfoot (2009) servitization is the innovation of an organization’s
capabilities and processes to shift from selling products to selling integrated products and services
that deliver value in use and tend to emphasize the potential to maintain revenue streams and
improve profitability. In servitization two different approaches exists: goods-based servitization and
service-dominant business: goods-based servitization starts from goods and adds services to increase
the value. Service-dominant business takes services (or rather value-in-use created by the execution
of services) as a starting point and only involves goods when they are necessary for the realization
and execution of these services. This research only deals with service dominant businesses.

According to Baines and Lightfoot (2009), there are three factors that drive companies to a
servitization strategy: financial, strategic and marketing. Wise and Baumgartner (1999) made an
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estimation that, according to the sector the company is in, it is possible to double the revenue of
your company, despite a possible drop in sales. Adding services to products is labor dependent and
less visible since these activities happen in the back office of a company. Therefore, services are
more difficult to imitate (Oliva and Kallenberg, 2003). By using relationship-based customer
interaction instead of transaction-based customer interaction, the relationship with a customer will
stay more stable. The probability of retaining the customer therefore increases (Baines and Lightfoot,
2009).

The challenges top management faces are threefold: challenges in service design, organisation
strategy and organisation transformation (Baines & Lightfoot 2009). Manufacturing companies that
decide on a service-oriented strategy have to adapt the necessary organisational structures and
processes (Gebauer and Fleisch, 2007). Specifically, there are challenges in defining the organisation
strategy necessary to support the customer allegiance required to deliver a combination of product
and services (Wise and Baumgartner, 1999). Adopting a downstream position, such as the provision
of installed base services, organisations have to be service oriented and create valuable services
(Oliva and Kallenberg, 2003). One way to tackle these challenges is by making use of the BASE/X
framework. Although, other articles deal with the servitization process, in this thesis the BASE/X
framework is chosen as the best fit for this process, mainly because this framework delivers a
complete approach. The BASE/X framework is a structure for the development of a new service-
dominant business: business strategy, business models, their operationalization in service
compositions, business services, and their implementation in state-of-the-art automated service
management platforms (Grefen, 2013).

3.3.Business capabilities
The term business capabilities is already encountered in this literature review when handling the
business service layer of the BASE/X framework. Here, business capabilities are stated as “the core
functionalities a business organization offers to its (commercial) context’”” (Grefen, 2013). In order to
introduce business capabilities and processes, the first thing to do is introduce resource-based view
of the firm.

Resource-based view aims to provide a sustainable competitive advantage. This advantage can be
achieved by managing the resources of a company such that their outcomes cannot be imitated by
competitors. Therefore, resources must be rare, valuable, inimitable, non-tradable and non-
substitutable as well as firm-specific (Barney, 1986). According to Amit & Schoemaker (1993),
resources can be divided into resources and capabilities, where resources are tradable and non-
specific to the firm, while capabilities are firm-specific and are used to engage these resources within
a firm. An extension on this theory, as well as an alternative is capability management. Capability
management or capability-based view (CBV) enables description and discussion on the dynamism of
the new technology development and its conversion in products that modify the market structure,
and induces the own firms’ growth (Gusbetti, 2013). The approach is based on the theory of the firm
as a collection of capabilities that may be exercised to earn revenues in the marketplace and
compete with other firms in the industry. However, according to (Gusbetti, 2013) this CBV is limited
or relatively unresearched.

The terms resources, capabilities and business processes are recurrent terms in these theories.
Many different definitions exist. To make it more clear, the following definitions will be used in this
literature review:

‘Resources’ and ‘capabilities’ are used interchangeably and refer to the tangible and intangible assets
firms use to develop and implement their strategies. A capability can be seen as an assembly of
people, process and technology for a specific purpose. It defines what a business does. It does not

13



communicate or expose where, why, or how something is done — only what is done (Ulrich, 2015).
‘Business processes’ are actions that firms engage in to accomplish some business purpose or
objective. Thus, business processes can be thought of as the routines or activities that a firm
develops in order to get something done (Nelson 1982). An example of a business process is the
process of delivering products or services to customers.

According to Leonard (1995), business capabilities can be subdivided into three different groups: core
capabilities, enabling capabilities and supplemental capabilities. Core Capabilities aim to provide
competitive advantage for a firm. These capabilities are built up over time and are difficult to imitate,
due to sustained and long organizational learning. According to Leonard (1995), these capabilities
consist of four dimensions: employee knowledge and skill, Physical technical systems, managerial
systems and values and norms. Supplemental Capabilities are defined as those that are nice to have
but are not essential. They add value to core capabilities but could be imitated. Enabling capabilities
are important to a company as a minimum basis for competition, but convey no particular
competitive advantage. In other words enabling capabilities are those which a firm has to do, in
support of its normal operations and core capabilities, but which are not themselves core
capabilities.

Resource-based approach:

The resource-based approach is already mentioned in the introduction of business capabilities. It
sees firms with superior systems and structures being profitable not because they engage in strategic
investment that may deter entry and raise prices above long run costs, but because they have
markedly lower costs, or offer markedly higher quality or product performance (Teece, 1997).
Important in this approach is that a company knows what the strong and weak points are and to find
and create a competence that is really distinctive. Especially in the short run, firms stuck to some
degree on what they have and have to live with what they lack: it takes time to develop new
competences, some assets are not tradable and they possess a certain reputation that needs
acceptation from the customer. This approach is more fixed: First identify your firm’s unique
resources, then decide in which markets those resources can earn the highest rents to finally decide
whether the rents from those assets are most effectively utilized by integrating into a related market,
selling the relevant intermediate output to related firms or selling the assets themselves to a firm in
related business (Teece, 1980).

Dynamic capabilities

The question of how firms achieve and sustain competitive advantage can also be answered by
developing dynamic capabilities. According to Teece (1997), dynamic capabilities are the firm’s ability
to integrate, build, and reconfigure internal and external competences to address rapidly changing
environments. They reflect an organization’s ability to achieve new and innovative forms of
competitive advantage given path dependencies and market positions. The end product of a
company (goods or services) are based on utilizing the competences that it possesses, which will
depend on its capabilities over time. The dynamic capabilities are especially relevant for innovation-
based competition, price/performance rivalry, increasing returns, and the ‘creative destruction’ of
existing competences. According to Teece (1997), the dynamic capability approach has similarities of
three other approaches or management fashions: competitive forces approach, strategic conflict
approach and resource-based approach.

Competitive forces:

The competitive forces approach found its origin in the 1980s, pioneered by Porter (1980). He
formulated the approach as ‘relating a company to its environment’. Five industry level forces: entry
barriers, threat of substitution, bargaining power of buyers, bargaining power of suppliers, and
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rivalry among industry incumbents determine the profit potential of a certain industry, see Figure 4.
This approach helps to find a position in an industry from which it can best defend itself against
competitive forces: First pick an industry based on its attractiveness, then choose the entry strategy
based on the competitor and finally acquire or obtain the assets or knowledge to compete in the

market.
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Figure 4 Five forces model (Porter, 1980)
Strategic conflict:

The strategic conflict approach utilizes the tools of game theory to analyze the nature of competitive
interaction between rival firms. It deals with rival firms and how a firm can influence the market
environment by influencing the behaviour and actions of rivals, and thereby increase its profits
(Teece, 1997).

Dynamic capabilities approach:

The potential of this approach lies in the short coming of the resource-based approach: the fact that
it does not promote managerial strategies for developing new capabilities. Dynamic capabilities focus
on the ability to achieve new forms of competitive advantage. The term 'dynamic' refers to the
capacity to renew competences so as to achieve congruence with the changing business
environment; certain innovative responses are required when time-to-market and timing are critical,
the rate of technological change is rapid, and the nature of future competition and markets is
difficult to determine. The term 'capabilities' emphasizes the key role of strategic management in
appropriately adapting, integrating, and reconfiguring internal and external organizational skills,
resources, and functional competences to match the requirements of a changing environment.

The approach starts with identifying which distinctive and difficult-to-replicate advantage can be
built, maintained, and enhanced. In order to determine the distinctive capabilities of a firm, a
distinction is made between processes, positions, and paths. Or stated in other words: ‘the
competitive advantage of firms lies with its managerial and organizational processes, shaped by its
asset position, and the paths available to it’ (Teece, 1997). The process refers to the way things are
done, the position refers to its current technology, intellectual property, customer base, and network
relations and path refers to strategic alternatives available to the firm, and the presence or absence
of increasing returns and attendant path dependencies.
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Business capability mapping:

The business capability map plays an important role in strategic planning for business as well as for
business/IT alignment. “Business capability mapping is the process of modelling what a business does
to reach its objectives (its capabilities), instead of how it does it (its business processes)” (Cook,
2007). Because literature is still quite naive in this field, only one relevant article can be found that
describes the process of building a business capability map. The article of Ulrich (2015): The Business

Capability Map: The “Rosetta Stone” of Business/IT Alignment. According to this article, a capability
map is a blueprint for a given business or company. It creates a common language for businesses to
document and visualize capabilities within the context of various analysis or planning activities. There
are several factors that make the business capability an essential aspect of strategic and
transformational planning: it provides commonality of views across business units; it provides
commonality of views between business and the IT organization; it allows executive teams to view
the situation from a holistic perspective; it avoids shot-in-the-dark solutions (address issue that is not
fully understood); it uses ‘heat maps’ to show underperforming or in need of attention capabilities
(Ulrich, 2015). According to Ulrich (2015) there are four aspects that are important when building a
business capability map: information, organization, value streams, and resources. The information
aspect refers to documents that help building a business capability map, for example industry
templates. The organization aspect refers to a clear and common view for companies with different
lines of businesses (LOB’s). Different LOB’s need to collaborate and consolidate their thinking. This
can be achieved by clear strategy documents. Resources are a general category that includes
technologies, funding, and other assets as appropriate. Value streams depict how a business achieves
value for an internal or external stakeholder. They are defined as an end-to-end collection of
activities that create a result for a customer. Value streams are a very high-level view of value
accretion, broken into stages. Value stream stages further decompose into business processes, which
typically define the details below various stages of a given value stream.

3.4.Conclusion
This literature review is conducted as a first step of this thesis. It serves a theoretical starting point
for the business capability framework and provides the relevant aspects for building a business
capability map for service-oriented companies. The following research question has been answered
in this chapter: What are the important aspects of servitization and business capability mapping?

The BASE/X framework of Grefen (2013) showed that for the servitization process the following
aspects are important: business strategy, business models, service compositions, and business
services. The article of Ulrich (2015) showed that there are four aspects that are important when
building a business capability map: information like industry templates, organization (which refers to
clear defined strategy documents), value streams, including business processes, and resources.

In the next chapter, these aspects are analyzed for DLL.
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4. As-is analysis
This chapter aims to investigate the situation as it is now regarding the aspects and decisions of the
business capability map at DLL. This chapter deals with the following research question:

RQ 2: What is the current situation according to business capability mapping for the two
business lines at DLL: mobility solutions and leasing?

In the previous chapter the following important aspects were highlighted: business strategy,
business models, service compositions, and business services regarding the servitization process, and
information, organization, value streams, and resources for business capability mapping. However,
only the aspects that are suitable for analysis at DLL are explained. These are: business capabilities,
strategy, value streams and business processes. This is done for two different business lines at DLL,
namely leasing and mobility solutions. In chapter 4.1 a method is created in order for other
companies to analyze the different aspects that are important for the business capability map. For
the business capabilities, business processes, value streams, and the strategy of a company, different
tables are created in order to analyze these aspects. By using these tables, a company will see if the
concerned aspect (capabilities, processes, value streams, and strategy) is sufficient or in need of
some adjustments. The adjustments are also presented in the tables. Chapter 4.3 begins with the
description of the steps already performed at DLL regarding the business capability map, followed by
an analysis of the four aspects at DLL. This chapter serves as input for the conceptual framework.

4.1.General analysis tools
In this analysis, the important aspects derived from chapter three are investigated. These are the
business strategy, business capabilities, business processes, and value streams. DLL is already busy
trying to develop business capability maps. At this moment in time, they only defined the capabilities
and processes and of course the strategy. So first a method is created to analyze the different
aspects, after that the different aspects and the process of the business capability map at DLL is
analyzed. The results are shown below.

4.1.1. Business Capabilities

According to Leonard (1995), business capabilities can be subdivided into three different groups: core
capabilities, enabling capabilities and supplemental capabilities. Core Capabilities aim to provide
competitive advantage for a firm. These capabilities are built up over time and are difficult to imitate,
due to sustained and long organizational learning. According to Leonard (1995), these capabilities
consist of four dimensions: employee knowledge and skill, physical technical systems, managerial
systems and values and norms. Supplemental Capabilities are defined as those that are nice to have
but are not essential. They add value to core capabilities but can be imitated. Enabling Capabilities
are important to a company as a minimum basis for competition, but convey no particular
competitive advantage. In other words Enabling Capabilities are those which a firm has to do, in
support of its normal operations and Core Capabilities, but which are themselves not Core
Capabilities.

In order to analyze the current business capabilities DLL has already defined, the following criteria
table is used. The criteria table is based on the criteria table for services (Grefen, 2013), and adjusted
using the knowledge on business capabilities from the literature review.

Class Name Criterion If fails
How Right grammar Is the capability defined as a noun, instead = Rename capability
of a verb?
Right definition | Is the capability defined as a business Rename capability
term instead of a technical term?
Right sequence  Is the sequence of the capability logical Replace capability
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for the capability above and/or below the
current capability?

why Right context Does the capability fit in the context of Redesign capability
the defined business strategy?

Right goal Does the capability transform the state of = Delete as business
the customer perception of the value-in- capability, consider as
use? capability

What Right size Is the capability easily combinable in Too large: split up
multiple service compositions? capability Too small:
combine capability

Right scope Is there no functional overlap with Re-scope capability(s)
existing capability(s)?

Stability Is the capability stable, instead of volatile? | Make the capability

stable

Right Does the capability have relationships to Delete capability

relationship IT deployments and future-state IT
architecture?

Who Right actor Is there a clear single actor (role) Split up capability per
performing the capability? actor

Right Is there a single beneficiary (role) for Split up capability per

beneficiary whom the capability is performed? beneficiary

When Right start Is there a clear starting point in time for Scope capability down
the execution of the capability? to delimited period

Right end Is there a clear ending point in time for Scope capability down

the execution of the capability?

to delimited period

Table 3 Criteria business capabilities

4.1.2. Strategy

In order to define capabilities and processes, the strategy of the organization must be clear. The
strategy of an organization will enable an organization to achieve its long-term objectives. It is the
process of specifying the organization's mission, vision and objectives, developing policies and plans,
often in terms of projects and programs, which are designed to achieve these objectives, and then
allocating resources to implement the policies and plans, projects and programs. These specifications
need to be documented, so that employees of an organization are aware of the purpose of the
organization. For example, these documents can be used when defining business capabilities and
processes.

The strategy of an organization depends on the purpose of an organization. In this thesis a distinction
is made between service-dominant and manufacturing companies. From current literature regarding
defining the strategy of both companies, Table 4 is composed. For the analysis of the strategy of the
company, first the documents of the company that define the strategy must be gathered.

Class Name Criterion If fails
Market Exogenous Is the value delivered to the customer
relationship clear?
Is the empowerment of the customer
clear?
Endogenous Is it clear which partners the company

or business line is working with?
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Is it clear which processes/capabilities
are outsourced?

Business Value Is it clear if the company makes use of
competences co-creation?
Are the pricing schemes defined for
the different business lines?
Collaboration Is it clear if the company relies on co-
production?
Is it clear if the company uses service
integration?
Is it clear if the company makes use of
knowledge sharing?

Define particular
strategy class

Business Actors Are all the customers, partners and
resources employees clear for the organization?
infrastructure Are all the service flows clear?

Is the general purpose of the
information systems clear?
Table 4 Criteria business strategy

4.1.3. Business Processes

A business process is a collection or combination of related and structured activities or modules
within an enterprise which describes their logical order and dependence. It serves a particular goal
for a particular customer or group of customers. According to McHugh (1993) a business process is
best defined as "a set of linked activities that take an input and transform it to create an output.
Ideally, the transformation that occurs in the process should add value to the input and create an
output that is more useful and effective to the recipient either upstream or downstream.” These
business processes can be subdivided into three classes:

- Management processes. These processes control the operation of an enterprise.

- Operational processes. These processes consist of the core business of an organization and
create the primary value stream.

- Supporting processes. These are the processes that support the core processes.

Management processes relate to the enabling capabilities, operational processes relate to core
capabilities and the supporting processes relate to the supplemental capabilities which can be found
in the framework of Ulrich (2015). A business process consists of different characteristics. From these
characteristics, derived from the articles of McHugh (1993) and Vanderfeesten (2007), Table 5 is
constructed to analyze a certain business process.

Class Name Criterion If fails
How Right cohesion Is the cohesion between different
modules in the process sufficient? Redesign process
Right coupling Are all the interconnections between Re-consider
different modules clear? interconnections
Right complexity  Is the design of the process as simple Make it simpler.
as possible?
Right modularity | Does the process not consists of too Too few: more modules,
few or too many modules? Too many: less modules
Right description  Are all the terms in the modules clear? Rename modules
why Right output Does the output of the process create | Transform or delete
useful and effective value to the process
recipient?
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Right goal Does the process serve a clear goal?

What Right size Is the process embedded in an
organizational structure?

Right scope Is it clear which functions the process
fulfills?

Who Right actor Is there a clear actor performing the
process?

Right beneficiary  Is there a beneficiary for whom the
process is performed?

When Right start Is there a clear starting point in time
for the execution of the business
process?

Right end Is there a clear ending point in time

for the execution of the business

process?
Table 5 Criteria business processes

4.1.4. Value streams

Transform or delete
process

Replace process or delete
process

Find function or delete
process

Find actor or delete
process

Find beneficiary or delete
process

Scope process down to
delimited period

Scope process down to
delimited period

Value streams are a high-level view of value creation and consist of several stages or activities. The

stages or activities further decompose into business processes, which def

ine the details below the

stages. They depict how a business achieves value for an internal or external stakeholder. Value
streams are not the same as business processes because they represent high-level views that add-up

all paths, rolled up into an executive friendly view of decision structur
streams use a wide range of capabilities and otherwise capabilities can be

es or information. Value
mapped to each stage of

the value stream. Below, a table is provided to analyze a certain value stream.

Class Name Criterion
How Right grammar  Are the stages of the value stream defined
as a high level view?
complete Are all the activities necessary to deliver
the product or service present and
available?
Right sequence  Is the sequence of the value stream stages
logical?
Why Right context Does the value stream fit in the context of
the defined business strategy?
Right goal Does the value stream represent how a
company achieves value?
What Right size Are the stages of the value stream
decomposable into business processes?
Right Does the value stream have relationships
relationship to IT deployments and future-state IT
architecture?
Who Right actor Is there a clear actor(s) (role) performing
the value stream?
Right Is there a single beneficiary (role) for
beneficiary whom the value stream is performed?
When Right start Does the value stream begin with a

stakeholder that triggers the first stage?

If fails

Rename value stream
stages

Reconsider stages

Replace stages
Redesign or delete
value stream
Redesign or delete

value stream
Redesign stages

Delete value stream

Delete value stream
Delete value stream

Redesign stages
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Right end Does the value stream ends when the Redesign stages
product or service is delivered to the

stakeholder?
Table 6 Criteria value streams

4.2.DLL

Now that the aspects to analyze the different aspects in business capability mapping are clear, the
analysis is executed for DLL. The analysis starts with the description of the steps that are already
taken by DLL. From here, the four aspects will be analyzed. In order to analyze the current situation,
first a questionnaire is sent to the employees of DLL that are involved with building the business
capability map. These questionnaires can be found in appendix 5. Once these questionnaires were
filled in a meeting was conducted with the enterprise architects working for DLL. These employees
explained which steps were already taken in the process of creating the business capability map,
where the questionnaires were used to guide the conversation.

Step 1: decision-making

For DLL, and this goes for every company that wants to build a business capability map, the first step
is to discuss if it is a good and profitable idea to make the map. Here, the reason why you want to
build such a map is important, as well as the advantages and disadvantages. DLL chose to hire an
external company that deals with the architecture of information systems. The external company
explained that such a map would be ideal for building a road map and it would support DLL’s view to
increase the customer’s perspective. According to the enterprise architects of DLL, the main
objectives of the the capability map (incl. functions, processes and services) is to support the back-in-
the-box strategy and determine and support re-usability and rationalization within the boxes
(business capabilities or business functions).

The final decision was made after an enterprise architecture board meeting with all the involved
persons:

e All the senior business representatives from each business unit;

e The internal department Continuous Process Improvement (CPI);

e The external company: for the architecture of information systems;
e The external company: a business solution specialist.

Now the process of building the business capability map begins.
Step 2: define level 1 capabilities

The start of the business capability map involves a lot of business meetings. The same persons that
were involved in step 1 participate in these meetings.

DLL chose to begin with building the map for only one business line: leasing. Although a start is made
for the leasing business line, the final business capability map is for the whole organization of DLL.
For the level one and level two capabilities, the company also had a look into the business line
mobility solutions. Therefore, the starting point was a complete list of the business processes, as well
as the product catalogue. The product catalogue is a list of DLL that describes all the products and
services that are delivered to the customer. This catalogue is later used by the enterprise architects
to help define the business service catalogue by the business solution specialist. For DLL, these
documents helps to visualize what is required within the company in order to build the capability
map.

In order to see how the capabilities must be structured, DLL used best practice, in particular the
subdivision of Ulrich (2015), see Figure 83 Service organization level 1 capability map.
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Another important aspect in these meetings is the DLL corporate mid-term plan: a plan made by the
internal department corporate strategy. This document is then confirmed and approved by the
executive board. Then, the executive board processes the input from the extended leadership group
(about 30 employees, including all the important leaders from important business units, corporate
functions, and the executive board) and convert them into the mid-term plan. The extended
leadership group can be seen as the owners of the business capabilities. Also a mid-term plan is
made for the different LOB’s . All the mid-term plans are made for three years and are checked and
revised every year. From all these documents the corporate IT strategy is made. This document is
used to form the Enterprise BIG picture. The company already defined BIG pictures for leasing,
mobility solutions, asset management, financial operations, and customer interaction. These
documents were also used to define the different capabilities. For example, the BIG picture for
leasing uses the enterprise BIG picture as a starting point. The business services were used, as well as
the corporate services and business intelligence, see .
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Figure 5 Enterprise BIG picture

So, especially from the business processes and the business service catalogue of leasing, as well as
the BIG picture, the internal information for the company is gathered. In order to structure the
different capabilities, the subdivision from Ulrich (2015) is used. From here, a draft version is made
for level 1 capabilities. The draft version is first created in Microsoft Excel. Eventually, all the
stakeholders accepted the level 1 capabilities after a few meetings. Once excepted, the capabilities
are transformed into Abacus. The Abacus tool set helps to capture the interconnected structure of a
business, where large datasets can be imported, modeled, analyzed, and represented in a visual
format. It helps to understand ones IT landscape and easily creates links between different aspects,
for example the value streams, business capabilities and processes (Avolution, 2015). DLL uses
Archimate, a tool that offers a common language for the description of business processes, IT
systems and more. This helps all the different stakeholders to communicate in the same way. For
example, in Archimate a business capability defined in this thesis is the same as a business function in
Archimate.
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Step 3: define level 2/3 capabilities

The composition of the level 2 and level 3 capabilities starts from the already created list of the level
1 capabilities. So the starting point here was the previous level of capabilities. To gather the internal
information of the company the list of business processes and the business service catalogue were
also used. They first defined the level 2 capabilities that were added to the draft version from the
level 1 capabilities. They started defining the level 3 capabilities once all the stakeholders accepted
the level 2 capabilities. At the moment, they are actively reviewing with the involved stakeholders in
order for everybody to accept the level 3 capabilities before adding the more detailed business

capabilities.

4.2.1. Capabilities

In the previous chapter it can be seen that DLL is already busy developing a capability set for
different business lines in the organization. In this chapter the current defined capabilities for the
business lines leasing and mobility solutions are analyzed. The company already defined about 200
capabilities, all level 1, level 2 or level 3 capabilities. Due to time restrictions it would be impossible
to analyze all the capabilities, therefore a representative set of capabilities is analyzed. The company
already built a capability map. Here, they make use of the same distinction in capabilities. A
distinction is made between strategic, core and supporting capabilities. These level 1 capabilities are
the same for both business lines. The differences in business lines occur after the level 3 capabilities.
The current state of the business capability map can be seen in Figure 6. The set consists of
capabilities in different classes and different levels. A distinction is made between the different lines
of businesses between DLL: leasing and mobility solutions. However, this distinction is not yet carried

out in the business capability map.
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Figure 6 Business capability map DLL

Diagram Name

Business Capability Map

‘Date ‘Mav 2015 ‘Ver. ‘1.0

Architecture

DLLBaseline

‘ Viewpaint‘ Business Function

Description

The Business Capability mapshows the main business capabilities and their relationships Business
capabilities are used to represent the most stable aspects of a company in terms of the primary

activities it performs, regardless of

I changes or technological develop
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Class Name Customer Delete Contract Manage parties
relationship customer management data quality
management profile

Capability Level: Level 1 Level 3 Level 1 Level 3

How Right Yes Yes Yes Yes

grammar
Right Yes Yes yes No
definition
Right Yes Yes Yes Yes
sequence

why Right context | Yes Yes Yes Yes

Right goal Yes Yes Yes Yes

What Right size Yes Yes Yes Yes

Right scope Yes Yes Yes Yes
Stability Yes Yes Yes Yes
Right Yes Yes Yes Yes
relationship

Who Right actor Yes Yes Yes Yes

Right Yes Yes Yes Yes
beneficiary

When Right start Yes Yes Yes Yes

Right end Yes Yes

Table 7 Analysis capabilities leasing

Class Name Vehicle Execute pre- Fuel reporting Create service
ordering order checks card
transactions
report

Capability level: Level 2 Level 3 Level 2 Level 3

How Right Yes No Yes No
grammar
Right Yes No No No
definition
Right Yes Yes Yes Yes
sequence

why Right context @ Yes Yes Yes Yes
Right goal Yes Yes Yes Yes

What Right size Yes Yes Yes Yes
Right scope Yes Yes Yes Yes
Stability Yes Yes Yes Yes
Right Yes Yes Yes Yes
relationship

Who Right actor Yes Yes Yes Yes
Right Yes Yes Yes Yes
beneficiary

When Right start Yes Yes Yes Yes
Right end Yes Yes Yes Yes

Table 8 Analysis capabilities mobility solutions

From the criteria tables above, it can be concluded that the capabilities are well defined. However, in
order to differentiate between business capabilities and value streams and business processes, it is
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best to use only nouns for the capabilities, where verbs are used for the other two aspects. This also
controls the fact that a capability must only define what a business does, instead of how a business
does something.

4.2.2. Strategy

In order to analyze the strategy of DLL, first the documents that define the strategy are gathered, see
. The overall strategy is defined in the enterprise big picture. Here, the information is kept more
superficial. The strategy defined for leasing and mobility solutions, however is much more
elaborated. The big picture for leasing includes aspects as vision statements, key partners, activities,
and resources, customer relationships, revenue streams and more. The big picture for mobility
solutions is less extensive and includes aspects as vision and ambition, context analysis, planning, gap
analysis, etc. Below, you can see how these two documents are assessed. From here, it can be
concluded that both business lines are well explained in terms of the strategy.

Market Exogenous Yes Yes
relationship Yes Yes
Endogenous Yes Yes

Yes Yes

Business Value Yes Yes
competences Yes Yes
Collaboration Yes Yes

Yes Yes

Yes Yes

Business Actors Yes Yes
resources infrastructure Yes Yes
Yes Yes

Table 9 Analysis strategy documents DLL

4.2.3. Business processes
The business processes are also defined for DLL. Here, again a distinction is made between the two
business lines in the organization: leasing and mobility solutions. Both business lines consist of about
500 different business processes ranging from different functional domains like contract
management to vehicle disposal. Here, also a few processes are analyzed by the table defined in the
previous chapter.

Cash application = Document contract FIN — High level FLow

How Right cohesion Yes Yes No
Right coupling Yes Yes Yes
Right complexity No Yes Yes
Right modularity Too many Good Good
Right description Yes Yes No
why Right output Yes Yes No
Right goal Yes Yes No
What Right size Yes Yes Yes
Right scope Yes Yes Yes
Who Right actor Yes Yes Yes
Right beneficiary Yes Yes Yes
When Right start Yes Yes No
Right end Yes Yes No

Table 10 Analysis business processes leasing
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Create  technical Create fuel report Set up clauses

inspection
How Right cohesion Yes Yes Yes
Right coupling Yes Yes Yes
Right complexity = Yes Yes Yes
Right modularity | Good Good Good
Right description = Yes Yes Yes
why Right output Yes Yes Yes
Right goal Yes Yes Yes
What Right size Yes Yes Yes
Right scope Yes Yes Yes
Who Right actor Yes Yes Yes
Right beneficiary  Yes Yes Yes
When Right start Yes Yes Yes
Right end Yes Yes Yes

Table 11 Analysis business processes mobility solutions

It can be concluded that the business processes of DLL, for the different business lines are well
defined and structured. This can be coupled to the fact that the business processes of DLL are
designed by an external company specialised in business processes.

4.2.4. Value streams

The value streams are less familiar for DLL. Before the building of the business capability map the
company made use of value chains. According to DLL, these are high-level views with a set of
activities that summarize all the activities in a single business line, see Appendix 5: questionnaires.
This results in two value chains: one for leasing and one for mobility solutions. However, when
building the business capability map, some value streams for leasing were developed and placed in
Abacus. For mobility solutions, a beginning is made with defining the value streams. The value
streams are assessed below.

Figure 7 Value stream leasing: activate contract
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Figure 8 Value stream leasing: terminate contract

Leasing

Class Name Activate contract Terminate contract

How Right grammar yes Yes
complete yes Yes
Right sequence  yes Yes

why Right context yes yes
Right goal yes yes

What Right size yes yes
Right yes yes
relationship

Who Right actor yes yes
Right yes yes
beneficiary

When Right start yes yes
Right end yes yes

Table 12 analysis value streams leasing

27




Mobility solutions

—
—

Sales - Conduct contract

Q‘I,H

Quotation (online/offline)

=
Reguest quote (only
offline)

———————
—,
-

Configure object(s)

————
—,
-

Calculate lease rate

——
.J

‘V\

Approval fleet
managenFollow up

- _r‘

————
B

—h

————
B

Contract creation

.,

Perform credit check

/
Perform price &
availability check

.
Submit for approval &
signing

7
Register signed
contract

I

PN
o

——
_h
=
——
_h

———
_h
1

Object order & delivery

Order object

Object delivery

=
Process supplier
invoice

Initiate contract

" Relationship
management
(commercial contacts)

Figure 9 Value stream mobility solutions: sales conduct contract

- -

‘::;. Contract termination and remarketing

- . - \ -
N, % %,
r; A r;

Contract termination Logistics management Remarketing

Figure 10 Value stream mobility solutions: contract termination and remarketing

Sales conduct contract Contract termination and
remarketing
How Right grammar Yes Yes
complete no no
Right sequence No No
why Right context Yes Yes
Right goal No No
What Right size No No
Right relationship = No No
Who Right actor Yes Yes
Right beneficiary | Yes Yes
When Right start No No
Right end No No

Table 13 Analysis value streams mobility solutions

The analysis of the value streams shows that DLL is busy developing the value streams. This is
reflected in the state of the value streams. The value streams for leasing are well formed, but not all
of the value streams are developed already. The value streams for mobility solutions are started and
need some more attention. The value streams shown in Figure 9 are more a summary of the
different functional domains. It can be concluded that the value streams need extra work in order to
complete them. The value streams conclude the as-is analysis.
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5. Conceptual design
In this chapter, the conceptual framework for business capability mapping is defined. This step
elaborates on the two previous research questions and deals with the following research question:

RQ 3: How can the previous results be assembled into a framework for business capability
mapping?

To help service-oriented companies in successfully implementing a business capability map, first a
conceptual framework is developed. This is the third research step. The design is derived from two
already existing frameworks. The selection for these two frameworks is conducted in chapter three:

e The BASE/X framework of Grefen (2013); The BASE/X framework described in this document
is a structure for the development of new service-dominant business: business strategy,
business models, their operationalization in service compositions, business services, and
their implementation in state-of-the-art automated service management platforms.

e The article ‘The business capability map’ of Ulrich (2015): This article discusses how capability
mapping enables business analysis and business/IT architecture alignment. Among the topics
discussed are capability mapping, IT architecture transformation, the use of capabilities to
specify service-oriented architecture (SOA), and the transformation of core IT architectures.

First, the specifications of the conceptual business capability framework are described.

5.1.Functional and structural specifications
Specifications have been derived from the literature review and the as-is analysis. These
specifications describe the characteristics of the framework. A distinction is made between
functional specifications and structural specifications. The functional specifications specify what
functions the framework should fulfill, the structural specifications specify how the model should be
structured.

5.1.1. Functional specifications
The business capability framework has to provide a helpful tool for service-oriented company’s in
successfully implementing a business capability map in their organization. Based on the previous
chapters, the following functional specifications have been formulated:

e The business capability framework should indicate through what steps service-oriented
companies can implement the business capability map in their organization;

e The business capability framework should provide help with analyzing aspects of business
capability mapping for service-oriented companies;

e The business capability framework should provide guidelines for formulating business
capabilities;

e The business capability framework should explain how business capabilities can be linked to
business processes;

e The business capability framework should explain how value streams can be linked to business
capabilities and business processes;

e The business capability framework should provide an explanation on how to compare business
capabilities between different business lines;

e The business capability framework should indicate how to differentiate between different
business lines;

o The business capability framework should indicate relevant literature as reference work.

These specifications describe on a lower level of hierarchy what functions the framework should
fulfill. Next, the structural specifications are explained.
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5.1.2. Structural specifications
The structural specifications describe the structure of the framework. To provide a helpful tool for
solving both problems, the following structural specifications have been formulated:

e The business capability framework should indicate through what steps service-oriented
companies can implement the business capability map in their organization;

e The business capability framework should indicate and motivate the steps to be taken at the
different business layers of an organization;

e The business capability framework should include integration of business strategy, business
models and service compositions;

e The business capability framework should have a clear structure when it comes to linking
different aspects in the business capability map;

e The business capability framework should incorporate business capabilities with business- and
enterprise architecture;

e The business capability framework should indicate relevant literature as reference work.

5.2. Conceptual framework
This chapter describes the different steps to be taken in order to come to a business capability map
for an organization including making the link with business processes and including business- and
enterprise architecture. It is an extended version of the approach described by Ulrich (2015)
combined with the BASE/X framework of Grefen (2013). In this chapter, the conceptual framework is
derived. The revised framework can be found in chapter seven. This will be done after testing this
framework.

incorporate incorporate

apply Gather mapping map with with

information capabilities processes business enterprise
architecture architecture

BASE/X

Step 1: Apply BASE/X Framework

This step involves performing the different steps of the four layers of the BASE/X framework. The
steps are explained in Appendix 3.

Step 2: Gather information

Without information, it will be difficult to define all the capabilities of an organization. The first step
in building a capability map begins with gathering four aspects that help determine out of which
capabilities a company exists.
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Figure 11 Information to determine capabilities

How these different aspects can be formed and how they will be helpful for building the capability
map can be found in appendix 1. Below a summary is made of how these aspects can help.

Strategy:

The strategy canvas created in step 1, helps define the capabilities especially in terms of limitations.
For example, the business resources will show what capabilities are beyond the range of the
organization.

Industry template:

A matching industry template, can help the developer of a business capability map, by giving them a
list of capabilities to start with. In this case, the developer does not need to begin from scratch. For a
senior manager of an LOB it is easy to determine whether a capability is used by the LOB or not.

Value streams:

First of all, value streams decompose into business processes. The value streams are less relevant for
defining capabilities, however they are very useful for analyzing the capabilities afterwards. This can
be done with the bottom-up approach. Most important, value streams form the mapping between
business capabilities and business processes.

Business processes:
Business processes can be used as information for the capabilities. It is important that the business
processes are not copied into a capability.

Step 3: map the business capabilities

Rules and characteristics:

Before mapping the capabilities, the rules and characteristics of the capabilities are explained. First
of all, the approach defines a capability as ‘a particular ability or capacity that a business may possess
or exchange to achieve a specific purpose or outcome’. Before defining capabilities, one must keep
the following principles in mind.
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Capability principles

1. Capabilities define what a business does, not how a business does something.

2. Capabilities are nouns, not verbs.

3. Capabilities are defined in business terms, not technical terms.

4. Capabilities are stable, not volatile.

5. Capabilities are not redundant.

6. There is one capability map for a business.

7. Capabilities map to, but are not the same as, a line of business, business unit, business process, or
value stream.

8. Capabilities have relationships to IT deployments and future-state IT architecture.
9. Automated capabilities are still business capabilities — not IT capabilities.

10. Capabilities are of most value when incorporated into a larger view of an enterprise’s ecosystem.
Table 14 Capability principles

According to Ulrich (2015) capabilities can be decomposed into different levels. Level 1-3 focuses on
planning, where level 4-6 focus on detailed business/ IT mapping. The higher the number of the level,
the more in depth the capability is. In Table 15 the different levels of capabilities are labeled.

Capability level  Function

Level 1 Foundation capabilities

Level 2 Capability groups

Level 3 Business capabilities

Level 4-6 Detailed business
capabilities

Table 15 division of different capabilities

The different level 1 capabilities must be structured in different layers. Therefore, Ulrich (2015)
proposes three different groups: strategic, value-add and support. The strategic layer includes
capabilities that reflect executive priorities. The value-add layer includes capabilities that describe
what an enterprise does to ensure viability and thrive in the marketplace. The support layer includes
capabilities that represent certain abilities that a firm must have to work as a business. An example
of a services organization is given in Figure 12.

St rateg ic: Investment Money Marketing
Direction setting/ Management Management Management
executive-level P c

e : ublic Policy overnment
decision making Management Relations Mgmt.
Value-Add: Customer Product Account
Core of who the Management Management Management
organization is/
how customers Distribution Agent Relations
view organization Channel Mgmt. Management

HR Procurement Legal

Support: Management Management Management
Expenses incurred
as result of being Accounting y IT .
in business LI L

Figure 12 Service organization level 1 capability map (Ulrich, 2015)

\ Steps for building and validating a capability map

1. Draft an organization-specific Level 1 capability map.
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. Finalize Level 1 capability map.

. Publish the Level 1 capability map.

. Establish Level 2 capability decomposition priorities.

. Decompose Level 2 capabilities.

. Establish Level 3 capability decomposition priorities.

. Decompose Level 3 capabilities.

. Socialize and refine the capability map.

VloINd|OO|U|blwWw|N

. Publish the capability map.

Table 16 Steps for building and validating a capability map

Draft level one capabilities:

The first thing to do here, is to use the industry template gathered from step 1. This document will
only be used as a guideline. To find such an industry template search the web. Use the name of your
specific industry or line of business in combination with terms like ‘capability map’ and ‘service
landscape’. Also www.apqc.org possess process classification frameworks (PCF) for several
industries. These frameworks consists of a list with several standard capabilities.
http://www.cabusi.com/ is a website that just started where everyone can share there capability
maps from different industries. For the banking industry an industry template can be found in
appendix 6. This template is derived from www.bian.org.

Now the capability map must be made more specific for the company. To do so, use the strategy
canvas obtained in step 1. This will show the business resources, information about the IT
department, HR management, knowledge sharing, relationships with external resources and more.
The list can be made using Microsoft Excel, but this makes it difficult to see the total overview.
Therefore, it is recommended to use the program Abacus. This will create a nice draft on the
capability map. All the senior business representatives of the different LOB’s of an organization must
define the capabilities for their own LOB’s. In order to keep a good structure, every value-add
capability must be linked with a LOB. In case a certain capability is used by four LOB’s, the capability
must be linked with four LOB’s. This can be done in Abacus.

In order to make the level 1 capabilities complete hold a meeting with all the senior business
representatives of the different LOB’s. Here, the draft version will be reviewed. Discuss the different
capabilities and make sure that everyone holds the same definition for the capabilities. The level 1
map can be published once all the senior business representatives are sure that there are no gaps in
the map.

Decompose level 2 capabilities:

Now all the level 2 capabilities must be decomposed. The focus lies on the value-add capabilities.
This is the core of a given business model. In order to save time, the support and strategic
capabilities can wait with the decomposition until these capabilities are required. Now, these level 1
capabilities can be filled in by searching the web for commonly found capabilities. Take for example,
‘customer management’. When searching the web on ‘contract management capabilities’ or
‘contract management functions’ a list with capabilities for customer management can be found.

Like the industry template, this gives a guideline or beginning point for the level 2 capabilities. Then
hold a meeting with the person involved in the specific capability. When all the capabilities are filled
in, the same meeting is done as in step 1.

Decompose level 3-6 capabilities:

The decomposition of level 3 follows the same process of step 2. Here, the information of the
business processes can be used to fill in the more detailed capabilities.
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Differentiate line of business capabilities:

The different LOB’s in an organization have similarities as well as disseminations in capabilities. In
order to determine the capabilities for a specific line of business, the best approach is to hold a
session with the senior business representative of the LOB. Begin with the already determined
capabilities. Make a list in Microsoft Excel, see Figure 13, and work the list from above. Put an X at
every capability that the specific line of business uses. After this, make use of documents of the
specific LOB to see if there are other capabilities. In the case study a list of scenarios is used.

Maobility
Parent ID 0] Capability Name Capability Definition solutions __leasing
Create new partner and capture
411 4111 |Create Partner relevent partner information X

Search partner profile involves
searching the stored partners by

411 4.1.1.2|5earch Partner specific profile parameters X
Partner due diligence and credit
checks to qualify a partner to do

411 4113 Qualify Partner business with X
Update partner profile involves
madifying/updating relevant stored

411 4.1.1.4|Update Partner partner information X
Manage partner status related to
411 4115 Manage Partner Status credit and due diligence checks

41 4 1 2 | Partner Relations
Manage communications setup for
partners, correspondence and contact
412 4.1.2.1Manage Partner Communications information X

Figure 13 Capability comparison

In order to see immediately which lines of business use which capability, this thesis proposes a colour
circle, see Figure 14. To do so, software program Abacus can be used. This program will
automatically let you link a capability to a LOB. If this automatic link is not possible, due to software
restrictions, an organization could mark LOB’s with use of letters. For example, A = leasing, B =
mobility solutions, etc.

‘ leasing

‘ mobility solutions
<]
‘

<4
<4

Figure 14 Coloured circle

Step 4: map business processes

When a capability decomposes to a given level, it does not become a process, task, or activity. This is
important to remember. Therefore, the business capability map and business processes must be
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stated separate. However, for planning and analysis it is important to know which capabilities are
used in the business process. Therefore, every business process must create a list with all the used
business capabilities. Simply creating a list would not give a proper overview of the situation.
Therefore, the use of value streams become important. The value streams become the link between
the capabilities and business processes.

Value streams are decomposed into a series of stages that move from left to right with an arrow
connecting each stage. Value is accrued at each stage. Stages are expressed in verb/noun format
such as “process payment.” Consider a value stream where a policy is prospected, sold, recorded,
paid for, and the stakeholder is notified accordingly. An example of a value steam is shown in Figure
15.

Acguire Product
Inguiry .". Agply for Beoapt nglirl - Motify Manga
V| Product Application Coustosmar Paymant
Product

TSR, Inc.
Figure 15 Example value stream

How capabilities, value streams and business processes can be mapped is shown in Figure 16. This
mapping can be used for strategic planning, funding allocation, deployment priority setting and
management and initiative planning.

Capabilities

(Levels 1-3) Processes
(Levels 1-n)

* Level 1 capability maps to value stream.
* Level 3 capability maps to value stream stage.
* Value stream stage maps to business process.

Value Stream

DTSA, Inc.

Figure 16 Capability, value stream, business process mapping (Ulrich, 2015)

Step 5: incorporating capability into business architecture

Business architecture can be seen as a blueprint of the enterprise and is used to align strategic
objectives and tactical demands. Business-to-business and business-to-IT mappings provide the basis
for much of the analysis associated with business and IT transformation. Therefore it is important to
incorporate capabilities into the business architecture. This can be done by an organization-unit-to-
business capability mapping, see Figure 17. Such a mapping shows how different business units share
common capabilities. It is important to take into account that different business units might have
misaligned definitions for terms.
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Value-Add Capabilities

Strategic Capabilities

Supporting Capabilities
@T5A, Inc.

Procurement
Management

Figure 17 Organization-unit-to-business capability mapping (Ulrich, 2015)

The business architecture knowledgebase formalizes how information about the business is stored,
related and viewed. This can include capabilities, value streams, information assets, organizational
structure, project initiatives, customers and partners, and related IT assets. The knowledgebase can
be stored in a database or various architecture tool providers, like MEGA or Troux. The use of a
knowledgebase enables business architecture teams to increase analysis efforts as they incorporate
more concepts, additional business units, and required levels of granularity.

Step 6: incorporating capabilities into enterprise architecture

Business capabilities provide an important link between requirements and IT solutions of all the
domains of an enterprise architecture. Business capabilities are a primary deliverable of the business
architecture. The capabilities and value stages can be implemented by the processes. The typical
architecture domains can be found at the top of the figure: business, information, application, and
technology. Capabilities require information and processes. The operational resources consist of
existing applications, legacy, and COTS systems like CRM and ERP. Integrated services provide the
integration between existing applications. The SOA business and information services provide high-
level business functionality for the enterprise or in other words a virtual implementation of related
business operations. The business processes consist of a series of operations that are executed, for
example initiate a new employee. The arrows in Figure 18 show the links between the capabilities. In
order to incorporate capabilities into the enterprise architecture, the most important aspect is to link
the capabilities to the applications and data sources, by use of the business services, see figure 20.
How this step works more precisely will become clear in the execution of the framework in chapter 4.
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Figure 18 The role of business capabilities in EA (Ulrich, 2015)
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not implemented.
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Figure 19 Capability mapping to enterprise architecture (Ulrich, 2015)
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6. Design testing
In this chapter, the theoretical framework of chapter five is tested at DLL. It deals with the research
question:

RQ 4: How will the conceptual approach of research question three work at DLL, followed by a
gap analysis?

This includes the BASE/X framework, and the steps that need to be performed in order to come to a
business capability map, including additions such as the link with business processes. DLL consists of
different lines of businesses, however the execution is only performed for the business lines mobility
solutions and leasing. All the steps will be analyzed in order to come to the new framework.

6.1.Results to-be analysis
The results of this analysis will be created by following the steps of the theoretical framework. The
first thing to do here is to accept the vision of the BASE/X framework, according to the organization.
Therefore, all the steps of the BASE/X framework will be executed here. Every step will be evaluated
in order to form the new framework.

Step 1: Apply BASE/X Framework

Step 1: strategy

X I I XN
- ANRNEN 0

Figure 20 Layers BASE/X framework (Grefen, 2013)

In case, a company starts from scratch, the starting point is the strategy layer. This stable layer must
be identified. The identity of an organization is defined by the strategy. This means that one
organization has one strategy. For DLL this is the Enterprise Big Picture. This document deals with the
strategy more superficial. However, since in this case every line of business deals with different
customers, partners etc., it would be better to define the strategy separately. For DLL, there are also
big pictures for leasing and mobility solutions. This can be seen as a higher level of abstraction. For
companies that have not defined the strategy already the strategy canvas can be used, see Figure 20.
For DLL the strategy is already defined. Then the criteria table for strategy can be used.

Enterprise Leasing Mobility solutions
Market Exogenous No Yes Yes
relationship Yes Yes Yes
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Endogenous

Business Value
competences
Collaboration

Business Actors
resources infrastructure

Table 17 criteria table strategy

No
No

Yes
Yes
Yes
No
No
No
Yes
Yes

Yes
Yes

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

Yes
Yes

Yes
Yes
Yes
Yes
Yes
Yes
Yes
Yes

The table shows that the enterprise strategy is not well defined. Therefore, The classes that are not
defined or defined in a right manner, must be renewed. This will be done by use of the strategy
canvas. This canvas is defined by documents from the organization, and in agreement with the
domain expert and business architect. The results can be seen below.

Value-in-Use

* Vendors
* Dealers
* customers (B2B)
* consumers(B2C)

deliver a seamless
integrated financial solution
to support success

Interaction with the customer is
realized by face-to-face and
phone call conversations

Service Eco-System

* Financing

*  Administration

* Risk

* Asset management
* Integrated solutions

* Suppliers

* Manufacturing companies
* Carcompanies

* Dealers

* Distributors

Becoming the leaderin
delivering financial
solutions to vendors.

* Providing innovative,
integrated solutions

* Increase ease & speed of
business

Consultancy partners

Collaboration Management

make them feel recognized

* Effectively and efficiently serve our global
partners, wherever in the world the
* Organization is heavily reliant on partners,

Offer flexible services to web based systems and
mobile apps and partner integrations

Figure 21 Strategy canvas: DLL enterprise

So, now the enterprise strategy is defined. The strategy for the separate business lines were already

defined. According to the BASE/X framework, the next layer to define is the business service layer.

Step 2: business service catalog
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This step sequences on the strategy and focusses on the development of a business service
catalogue. A business service catalogue is a list of all the services a company delivers clustered into
different functional domains. This business service catalog can be compared to the business
capability map of Ulrich (2015), however a business service encapsulates a business capability. This
step will be executed so that in the final theoretical framework the best of two worlds will come
together. Here, two aspects are important: the granularity of a service, and the difference between
internal and external services.

This list of the business services is deduced from the strategy. In order to do so, two employees of an
organization are important: a domain expert and a business architect. The domain expert to
understand the content and the business architect to understand the structure. The classification of
the different services is performed by using the partitioning tool, see Figure 22. Service domains that
are mission critical are colored red in the service catalogue. A simplified version of the DLL business
services is shown in Figure 23.

rmission critical

-
N

Differentiating

-
non mission critical

Figure 22 Partitioning tool for services (Grefen, 2013)

business service catalog

Configure
contract

structure

Pay supplier

ucture co- Structure co-

Calculate price Y io B Y'Y o
P H Pay partner peration 1 operation
for contract

Manage Maintain
customer portfol
payment delivered a

Create
integrated
solutions

Remarket asset Insure asset

Manage interest

of vendors and
partners

Manage
supplier
lifecycle

Manage
operaticnal

Figure 23 DLL business services catalogue
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In order to facilitate such a business service catalogue, the following templates were used. Here, two
examples are given.

Business Domain / Asset

Service Cluster

Domain Description Cluster of business services that produce the
asset to the customer

Person Responsible for definition of domain ??

Table 18 Catalogue template for business service domain

Service Name Insure Asset

General Service Description

Service cluster service | Asset
belongs to

Service functionality in | Generates all the activities involved with the insurance of a certain asset.
terms of value-in-use Allows customers to use an asset without worries.

Business resources | Personel
used by service

Service Classification

Mission-critical or Non- | MC Remarks Important to keep customer
mission-critical
Commodity or coMM Remarks Most of competitors do this
Differntiation
Internal or EXT Remarks Change tires on asset is outsourced
External
Function Functionality Input Output SLA
Create_INS Create document | Insurance

for insurance document
Check_CST Check customer Customer

information

Check_status Check status of | None

insurance

Table 19 Catalogue template for business service description
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Step 3: business models

Now the business models are explained. First of all, two different types of business models will be
executed: the business model of BASE/X and the business model of Osterwalder. Service-dominant
organisations often have several business models. These different business models define a concrete
value-in-use and are deduced from the strategy and must be consistent with each other. Different
business model start from the abstract value-in-use. From here concrecte value-in-use are that are
coupled to different customer groups. The abstract value-in-use for DLL is to deliver financial
solutions. Although, DLL is divided into six different LOB’s, this thesis deals with only two LOB's:
leasing and mobility solutions.

Abstract Value-in-use | Customer group Concrete value-in-use | Label
Complete Financial | All businesses DFS Direct
Solutions
DFS with relationship Vendor
management
DFS with risk Rabobank
mitigation
All Businesses DFS for full operational | Mobility Solutions/
car lease Small
‘Green’ businesses DFS for total mobility Mobility Solutions/
services Extended
(private label) DFS with outsourcing Mobility Solutions/
of business services Private

Table 20 DLL cases of concrete value-in-use

The table above indicates that there are four different business models for the two LOB’s, all with
different customer groups and related concrete value-in-use. Two of these are elaborated:
leasing/Ful and Mobility Solutions/Extended. For the other concrete value-in-use, similar radars can
be made as well. The radars show the different actors for a specific business model. The radar gives a
quick overview of these actors coupled to their benefits, activities and value propositon.
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Figure 24 Business model radar for DLL mobility solutions Figure 25 business model radar for leasing
Key R Key ;"’ Value Customer %) Customer
Partners & Activities ltiM Proposition Relationships Z Segments
* Dealers
* Global partnerships _Vendor related fus;?nlgﬁ;m:s;ises
* Contract origination * Industry focus & expertise. - Retail/independant . Medium en‘t,er rises
* Contract management Breadth and depth of lease * Vendors . e
* Vendors types like Financial Lease and| «  sales representatives Large enterprises
« Dealers OperationallLease. « Rabobank branches
* Joint ventures * Support of finance needs for | + seif service
+ Rabobank entire asset lifecycle. Vendors and Dealers

* Service providers
* Governments

Eey &y
Resources <

* Healthcare

Financial stability by being

* Funding sources
* Assets

* Sales and operations
* IT personnel and systems

par of Rabobank group. Channels = ¢ Constructiop,
Speed & ease of use. YT Transportation &
* Online Industrial
* Mobile * Food & Agriculture
* B2B * Office Technology
* Person to person
Rabobank

Cost
Structure
¢ Personnel

*  Funds (for assets)
* [T infrastructure and software applications

Revenue
Streams

* Interest margin
* Noninterest fees

@

* Asset sales (part of asset management)
* Evergreens (part of asset management)

Figure 26 Business model leasing

43




Key Partners

Dealer network, Vereniging ROB
Network responsible for RMT
(Repair, Maintenance, Tyres)

Damage Repair network
Responsible for damage repair

Multi Tank Card
Fuel

Insurance companies
Insurance of vehicles, liability

International partners
Athlon subsidiaries abroad and other
companies

NS (Dutch Railways)
Public transport

XXIMO
Prepaid mobilities (debet card)

Car traders
For remarketing purposes

Achmea
Supplier of E-driver platform

Cost Structure

Cost of personel (Athlon members)
Cost of funding (interest)

Invoices for Vehicles
Invoices for Fuel
Invoices for RMT
Invoices for Insurance
IT costs

Key activities

Car Purchasing

Car Maintenance
Insurance
Damage & Claims
Fuel management
Rental cars
Remarketing
Reporting
Logistics

Key Resources

Athlon members (Sales, Backoffice
activities)

Funding (money)

Vehicles (assets)

Premises (parking ground, office)
IT (IT services, both Athlon / DLL)

Figure 27 Business model mobility solutions

Step 4: service composition

Value Propositions

Mobility, in terms of cars and other
means of transportation
Hassle free

Cheaper, through economies of
scale

Better cashflow, no investment
required

Professional fleet m
Purchase service
Remarketing service
Relief vehicle, rentals

Mobility advice

Customer Relationship

Personal contact (fleetmanagers)

Online ordering

Online reporting

After sales (Drivers desk)
Road assistance

Channels

Face2Face
Brokers
Online

- Private lease (new customers)
Athlonline (existing customers)

Revenue Streams

Lease rates, covering:
- interest and depreciaton

-RMT
- Insurance

- Relief vehicles
- Management fee

Rental income

Asset sales (Remarketing)
Kickback bonusses on:

- vehicles
- tyres
- glass

Customer Segments

B2B (companies and their
employees)

B2C (consumers, private lease)
International customers

Large accounts, Key accounts,
SME's

In this last step of the BASE/X framework, a service composition is made. A service composition
offers the operationalization of a business model. According to Grefen (2013), there are two types of
service compositions: the process type and the mash-up type. The mash-up type is used for a more
free-form business interaction executed by a single actor. The process type follows a certain
sequence of activities for multiple actors. The process service composition has similar characteristics
as the value streams proposed in the theoretical framework. The two service compositions below
are an example and only show the steps that are visible to the customer.
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Figure 29 service composition leasing

The mash-up version of the service composition, simply sums up the different activities on a stand-
alone basis. Here, the connection between the activities will be maintained by the user. Therefore,
this step is not executed for DLL.

Conclusion step 1:
Step 1.1.: strategy

Step 1 consists of the four steps of the BASE/X framework. It begins with defining the strategy layer.
A strategy defines the identity of an organization, linked to its long-term mission. In order to build a
business capability map, the identity of the organization must be clear. The resources and activities
of an organization are important as well. Because this thesis focuses on a service-dominant business,
the value-in-use to the customer becomes important, as well as market relationships. All these
aspects must be covered by the strategy canvas. The strategy canvas of BASE/X describes all these
aspects. At first, it can be concluded that the strategy of an organization must be defined before
beginning with the capability map since the identity of an organization, as well as business
competences and resources help define the business capabilities. Secondly, the best canvas that can
be used is the BASE/X strategy canvas, because it serves all the aspects necessary for the capability
map as well as the important aspects for a service dominant strategy.
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Step 1.2.: business service layer

The business service catalogue is a list of all the services a company delivers clustered into different
functional domains. In this approach, the focus lies on the business capability map or catalogue. It
would be to time consuming to build both catalogs. Therefore, the business service catalog is not
defined in this approach.

Step 1.3.: business model

The business models in this approach are important to differentiate the lines of businesses in an
organization. So before beginning with defining the business models, the different lines of businesses
must be made clear. This extra step will be done in the strategy layer. In the execution of the
business models two different models are elaborated. The business model of the BASE/X framework
and the business model of Osterwalder (2010). The BASE/X business model sums up the value
proposition, cost/benefit, and coproduction activity for every stakeholder in a service composition.
Here, the focus lies on the service-dominant business. The business capability map must also deal
with activities that will be outsourced. The business model radar is an ideal tool to visualize these
activities. Therefore, the business model radar of the BASE/X framework is recommended. The
business model of Osterwalder deals with the activities and resources, and can be used in addition.

Step 1.4.: service compositions

A service composition offers the operationalization of a business model. After working with the value
streams in step two, and finding a way to map the business capabilities to the business processes,
this thesis proposes a way to combine the service composition with the value streams in order to
map the business capabilities to the business processes. This will be explained in the new framework.

Step 2: gather information

industry template
strategy

business
processes

capabilities

in this step, the following four aspects are gathered before building the business capability map.
Strategy:
This document is defined in the previous step.

Industry template:
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In order to make a beginning, industry templates are used. The industry templates that were used for
this case can be found in Appendix 6.

Value streams:
The value streams for DLL are in a novice stadium. Therefore, the value streams will be reconsidered.
Business processes:

The business processes for DLL are already made. For leasing a total of 506 different business
processes exist all assigned to specific classes. A representive set of business processes is selected
and reviewed for both LOB’s in the as-is analysis. This concludes the business processes.

Conclusion step 2:

All the four aspects are important for business capability mapping. However, these aspects will be
assigned to other steps of the approach. The strategy defines the identity of the organization. This
will become the first step of the new theoretical framework. The industry template forms a starting
point for a business capability map. This aspect will be assigned to the step map the business
capabilities. The value streams will be coupled to the service composition that must be made for
every line of business. The value streams will then be used to link the business capabilities to the
business processes.

Step 3: build business capability map

The building of the business capability map starts with understanding the rules and characteristics of
the business capabilities, including the principles and the different levels of the capabilities. For
structuring the business capabilities the template of Figure 83 is used, with the strategic, value-ad,
and supporting capabilities. From here, first the level 1 capabilities were defined, followed by the
level 2 and 3 capabilities. The information to define the capabilities is gathered by holding meetings
with the domain experts from different business lines, looking into the business processes, product
catalogues, and strategy documents. This resulted in the following business capability map.
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Figure 30 Old business capability map DLL

Conclusion step 3

The execution of this step was for a large part covered by the enterprise architects of DLL. First of all,

it is important that the capability map covers the whole enterprise. Also,

the strategy of the

organization must be defined in order to find the key resources, key activities and more aspects that
help defining the business capabilities. Furthermore, it is important to divide the capabilities into the

three classes of Ulrich (2015); the supporting, value-ad, and strategic capabilities. From here,
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industry templates helps as a starting point. Depending on what is already made, documents as
business processes, product catalogues and other documents can help with defining the business
capabilities as well. It is important to hold meetings with business architects and business domain
experts as well as representatives of all the LOB’s.

Step 4: map business processes

The links between the business capabilities and the business processes is done by using the value
streams. Once the list of all the business processes are clear they must be mapped in a structured
way. This is done by using the value streams. Below, an example is given on the value stream “create
quote”. The orange blocks are business capabilities linked to a single value stages. The red blocks are
the business processes.

Create Quote iz iy Quote
e settlement casaulty Editend cancelati
= loss of lease e
nter
Prepare quote Generate Edit Edit end Approve Distribut
quote reason quote quote of lease quote e quote

\\ (;\t\e\Kt / /

) Distribute
Prepare quote Edit quote
quote

Version ﬁal Validation

Figure 31 Value stream coupling create quote

Conclusion step 4:

By making use of the value streams the business processes can be mapped to the business
capabilities. The problem here, is that the value streams are not structured. Therefore, this thesis
propose a way to combine the value streams to the service composition of step 1.4. By making a
service composition for every LOB and coupling the services to value streams, the whole
operationalization of a single LOB becomes clear, including the business capabilities and the business
processes. The service composition will consist of value streams that can be simply duplicated if
other LOB’s use them as well. It will also result in an efficient way to compare the capabilities and
processes between LOB’s. This will make step 7 unnecessary. This can be observed in the new
framework.

Step 5: incorporating capabilities into business architecture
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The link between capabilities and business architecture is made by firstly sub dividing the different
business units of the organization followed by linking these business units to level 1 capabilities. By
doing so, one can see at a glance which capabilities are performed by which business unit. So, in
order to understand the structure of your organization, make a visualisation, see figure 33.

e Mobility
solutions

Netherands
/FS

Food &
Agri
Mobility Office
Solutions Technology

Comercial
Finance

Construction
Transportation
& industrial

Legend:

Factoring Consumer
Finance

Line of Business

Figure 32 Structure DLL

Conclusion step 5:

For DLL the business units and lines of business are used interchangeably and in some regions certain
LOB'’s are left out, see figure 33. Due to this fact, it is impossible to link the business capabilities in a
structured way. When a business uses strictly defined business units, this step is ideal to see what
business units use level 1 business capabilities in a single picture.

Step 6: incorporating capabilities into enterprise architecture

A major challenge of IT planning is dealing with the current state of redundant and overlapping
applications and information. For example, mergers and acquisitions instantly result in redundant
applications and data.

IT architecture planning desires to address all three of these issues:
e To remove redundancies by eliminating and consolidating duplicate systems and information
e To reduce overlaps by breaking capabilities out into more modular systems
e To fill gaps by enhancing existing systems or acquiring new ones.

These three issues can be solved by using business and information services between the business
capabilities and the applications and data, see Figure 33.
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Business capability map

Figure 33 Linking capabilities to applications

Conclusion step 6:

Due to the focus of this research and time restrictions, this step is not executed. No conclusions
could be made for this step. The following step consists of an analysis of the business capabilities and
business processes.

Step 7: Gap analysis LOB’s

The different LOB’s in an organization have similarities as well as disseminations in capabilities. In
order to determine the capabilities for a specific line of business, a meeting is held with the
representatives of each LOB. All the business capabilities were placed in Microsoft Excel. By marking
each capability for a specific LOB, the differences and similarities become clear.

The list consists of a total of 203 business capabilities, differ from level 1 to level 4 capabilities. Some
capabilities are not used by both LOB’s, for example the strategic capabilities. However, many
capabilities are used for both LOB’s. There are also a few capabilities used by mobility solutions, but
not used by leasing or conversely. Below, all these capabilities are summed up.

Parent | ID Capability Name Capability Definition Mobility leasing
ID solutions
10 10.5 Procurement Manage supplier lifecycle X
Management
10,5 10.5.1 Supplier X
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Management

10.5.1 10.5.1.1 Manage  Supplier | Manage supplier data
Onboarding
10.5.1.1 | 10.5.1.1.1 | Activate supplier Manage terms and conditions
to be applied for DLL and DLL
customers
10.5.1.1 | 10.5.1.1.2 | Negotiate Supplier Acceptance,
conditions Compliance and Social
Responsibility  (Know  Your
Supplier)
10.5.1.1 | 10.5.1.1.3 | Qualify supplier Register supplier data
10.5.1.1 | 10.5.1.1.4 | Register supplier Register the supplier
agreements and configure
involved applications to apply
these conditions
10.5.1.1 | 10.5.1.1.5 | Register  supplier | Enable the supplier to deliver
agreements assets and/or services
10.5.1.1 | 10.5.1.1.6 | Terminate Supplier | Inactivate the supplier
10,5 10.5.2 Supplier Service | Provide services to suppliers
Management
10.5.2 10.5.2.1 Manage  Supplier | Implement supplier
Contract agreements and conditions
implementation
10.5.2 10.5.2.2 Manage  Supplier | ?? Review, evaluate, revise and
contract retrieval re-negotiate the contract with
a supplier
10.5.2 10.5.2.3 Manage  Supplier | ??
contract servicing
10.5.2 10.5.2.4 Manage  supplier | ?? Inactivate the supplier
contract conditions, no new contracts
termination or services are accepted
neither approved
10,5 10.5.3 Contract
Management
10,5 10.5.6 Purchase Order
Management
0 11 Risk Management Manages the credit, collection
and operational risk and
compliance aspects of the
organization within the defined
risk appetite
11 11,1 Collection & | Manage customer payment for
Recovery delivered services and goods in
accordance with agreements
made
11,2 11.11 Manage After Care Maximise recoveries after
write offs and/or asset disposal
11,2 11.1.2 Manage Dunning Touch all overdue accounts in

an effective and efficient
manner
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11,2 11.1.3 Recover default | Define proper workout | x

payments strategy for defaults to
minimize risks
11,2 11.1.4 Repossess Asset Outsourcing of recovery | X
related activities to external
legal parties
11 11,2 Credit Analysis and | Manage credit decisioning | x
Decisioning within the defined risk appetite
and client &  portfolio
management while

safeguarding adherence to
compliance standards

11,2 11.2.1 Credit Decisioning | Managing and monitoring risk | x
Management and accessioning data to
continuously improve data
strategy, models, decision
strategies and rule sets

11,2 11.2.3 Manual Credit | Enabling the manual | x
Underwriting underwriting review of the
high value, high risk credit
decisioning.
11,2 11.2.5 Customer Risk View | Managing aggregation risk of | x

Customer to a legal entry to
determine the exposure and
accordingly control them to b
with the DLL guidelines.

11,2 11.2.8 Legal Entity | Managing the customer | x
Management information at a Legal Entity
level to determine the
exposure and risk associated
with it.

Table 21 Differences capabilities

Conclusion step 7:

The gap analysis of the business capabilities of the two business lines shows that about 80 per cent of
their capabilities are similar. The differences occur in procurement management and risk
management. Procurement management deals with buying additions to a car, such as tyres. The risk
management deals with collection and recovery and credit analysis and decisions. Both are only
applicable to mobility solutions.

With regard to this step of the approach, the differences between the capabilities of the LOB’s are
clear. The problem with this approach is that with Microsoft Excel it is not linked to other aspects, it
does not create a proper overview and the business processes are not covered in this list. The
combination of the value streams with the service composition could solve these problems.
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7. Design of the new framework (Business Capability Mapping)

7.1.Introduction
In the previous chapter the theoretical framework is executed in combination with the BASE/X
framework. This resulted in new insights. This chapter describes the outcome of the execution of the
framework and will conclude with a validation of the new business capability mapping framework. It
deals with the research question:

RQ 5: How should a service oriented company create a business capability map, and compare
different business lines in terms of business capabilities and processes?

Below, the necessity is given of the steps of the executed concept approach. From here, the new
approach is defined. The results of the conclusions of the previous chapter are summarized below, in
Table 22.

Steps Necessary?

Step 1.1 strategy Yes

step 1.2 business service catalogue No

step 1.3 business models Yes

step 1.4 service composition Yes

Step 2 gather information Yes, but assigned to different steps
Step 3 build business capability map  Yes

Step4 map business processes Yes

Step 5 incorporate capabilities into Yes
Business architecture

Step 6 incorporate capabilities into Yes, but outside scope of thesis
Business architecture

Step 7 gap analysis LOB’s Yes

Table 22 Result execution concept framework

7.2 New theoretical framework

Below, a visualisation is given of the new theoretical framework. It consist of eight different steps.
The framework of BASE/X forms the basis of the approach, however, the Business services bar is
exchanged for the business capabilities bar. The red boxes indicate a more stable layer, the green
boxes form a more agile structure. In purple, the different aspects of the BOAT framework are
coupled. The BOAT framework provides a clear structure to analyse complex e-business scenarios,
where the Business aspect describes the business goals of e-business, the organization aspect
describes how organizations are structured and connected to achieve the goals defined in the B
aspect, the architecture aspect covers the conceptual structure of automated information
systems required to make the organizations defined in the O aspect work, and the technology
aspect describes the technological realization of the systems of which the architecture is
specified in the A aspect. The T aspect covers the concrete ingredients from information and
communication technology, including software, languages, communication protocols, and
hardware where relevant. (Grefen, 2013). The last aspect of the framework, technology is not
included in the scope of the thesis. The blue arrows indicate information sharing between different
steps. The knowledgebase enables the links and mappings between the different aspects. A
knowledge base stores the information in a structured way.
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Figure 34 Theoretical Framework

Step 0: adopt knowledgebase

Many capabilities map to multiple organization units, value streams, information assets, and other
aspects. This is where best practices and standards become important. Best practice—based
mappings leverage a simple data model or a meta model to map capability, value stream, and other
aspects of business architecture. This enables business architecture teams to scale up analysis efforts
as they incorporate more concepts, additional business units, and required levels of granularity. This
formal mapping concept is implemented through the business architecture knowledgebase. The
business architecture knowledgebase formalizes the way in which information about the business —
including organizational structure, capabilities, value streams, information assets, project initiatives,
customers and partners, and related IT assets — is stored, related, and viewed (Ulrich, 2015). At DLL,
the knowledgebase of Abacus is used. Abacus helps with modelling, road mapping and digital
transformation, and is capable of importing existing data from Excel, Visio and many others
(Avolution, 2015).

Step 1: Define enterprise strategy

The first step is defining the enterprise strategy. For this step the following template of the BASE/X
framework can be used. This template is defined in order to capture the identity and value-in-use of
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the organization. The different aspects are explained below.

Value-in-Use

Describe all the customers of the
organization ...

Experience:

describe the overall
value-in-use to the

nteractions:

Describe how the interaction

with the customer is achieved...

enumarate the most important
services delivered to the
customer...

Describe the role of the
organization with respect to
the competitors...

customers...
Service Eco-System
Core Services: Focal Organizatio Enriching Services:

Enumarate the enriching
services delivered to the
customer...

Core Partners:

m

Enumarate the core partners... Enumarate the enriching

partners...

Collaboration Management

Lore Keiationships: cariching Helationsnips:?

Describe how the core relationships with the
partners are achieved...

Describe how the enriching relationships with
the partners are achieved...

Figure 35 Template strategy canvas

In order to re-use capabilities between different service offerings, business units or line of business in
an organisation, the structure of a company must become clear before building on the capability
map. Therefore, it is recommended to visualize the structure of all the different subdivisions within
an organisation. Figure 36 is an example of such a visualisation. The reason for making this
visualisation is that it can be used in step 6 to link these divisions to the business capabilities.
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Business Unit
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Figure 36 Structure organization
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DLL

Below, the strategy of the whole enterprise (the scope of the thesis only consists of two business
lines which in this case means the whole enterprise) is described. The strategy of DLL is described by
using the above template. Information is gathered from already existing documents of the strategy.

Value-in-Use

* Vendors deliver a seamless Interaction with the customeris
* Dealers integrated financial solution realized by face-to-face and
* customers (B2B) to support success phone call conversations

* consumers(B2C)

Service Eco-5ystem

* Financing Becoming the leaderin * Providing innovative,

*  Administration delivering financial integrated solutions

* Risk solutions to vendors. * Increase ease & speed of
* Asset management business

* Integrated solutions

* Suppliers Consultancy partners
* Manufacturing companies
* Carcompanies

* Dealers

* Distributors

Collaboration Management

* Effectively and efficiently serve our global Offer flexible services to web based systems and
partners, wherever in the world the mobile apps and partner integrations

* Organization is heavily reliant on partners,
make them feel recognized

Figure 37 Strategy canvas: DLL enterprise

The previous execution showed that it is important to understand the structure of an organization,
since most of the companies (especially larger companies) work with different business units, LOB’s,
regions and more. Simply sum up the subdivisions of the organization in a table, see Table 23. The
last step here is to make a visualisation of the subdivisions, see Figure 38. This is not a time
consuming step, but will help with the re-usability of different capabilities in different subdivisions of
an organization. Below, the structure of the organization is visualised for DLL. DLL is divided into five
different business units, four different regions and five different LOB’s. It must be said that the scope
of this thesis focuses only on two LOB’s: mobility solutions and leasing. The lines between the
different subdivisions are omitted since the business units and line of business are used
interchangeably and in some regions certain LOB’s are left out.

Business units Line of Businesses Regions
Mobility solutions Mobility solutions Europe
Healthcare Commercial Finance AsiaPac

Food & agri Factoring America

Office Technology Consumer Finance Netherlands/FS
Construction, Transport & Leasing

Industrial

Table 23 Subdivisions DLL
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Figure 38 structure DLL

Step 2: Define Business model

Now that the identity and the value-in-use of the whole organization is clear, and the structure is
clear, it is time to take a closer look into the different business models coupled to their service
compositions. In case an organization consists of a single business model, this step can be skipped.
However, most companies do not deliver one specific business model to a specific customer, but
deliver more models to different customers. A capability map must be made for the whole
organization, but the differentiation between different models must be made. This will result in a
more efficient IT landscape, as well as services towards customers. Therefore, the following step is to
define the different service compositions for each business model. The different compositions form a
different line of business, and therefore they are are named line of business (LOB). Now that the
structure of the organization is more clear, the business models of the different LOB’s must be
defined. For this step, the same template of step one is used, but it must be made specific for the
LOB, see Figure 39. It is important that the capabilities distracted from the business model radar are
divided into capabilities that are outsourced or not.
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actor
cost/benefit

actor
coproduction activity

actor
value proposition

co-created
value

Figure 39 Business model radar

DLL

From the previous step, the different service compositions or LOB’s became clear, see Table 24. The
two LOB’s that are marked are the one within the scope of the thesis. Therefore, these two will be

executed.

Line of Business DLL
Leasing

Mobility Solutions

Commercial Finance

Factoring

Consumer Finance

Table 24 LOB’s DLL

Below, the business model radar with the different stakeholders is made for the two business lines.
For every stakeholder the cost/benefit, coproduction activity and value proposition is defined, with
in the middle the value-in-use of the business line.

Deliver
Financial

Deliver

Financial
solution

mobility

Figure 40 Business model radar for DLL mobility solutions Figure 41 Business model radar for leasing
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Step 3: build business capability map

Now that the strategy of the organization is clear, the process of defining the business capabilities
can start. Before mapping the capabilities, the rules and characteristics of the capabilities are
explained.

Rules and characteristics:

First of all, the approach defines a capability as ‘a particular ability or capacity that a business may
possess or exchange to achieve a specific purpose or outcome’. Before defining capabilities, one
must keep the following principles in mind.

Capability principles

1. Capabilities define what a business does, not how a business does something.

2. Capabilities are nouns, not verbs.

3. Capabilities are defined in business terms, not technical terms.

4. Capabilities are stable, not volatile.

5. Capabilities are not redundant.

6. There is one capability map for a business.

7. Capabilities map to, but are not the same as, a line of business, business unit, business process, or
value stream.

8. Capabilities have relationships to IT deployments and future-state IT architecture.

9. Automated capabilities are still business capabilities — not IT capabilities.

10. Capabilities are of most value when incorporated into a larger view of an enterprise’s ecosystem.
Table 25 Capability principles

According to Ulrich (2015) capabilities can be decomposed into different levels. Level 1-3 focuses on
planning, where level 4-6 focus on detailed business/ IT mapping. The higher the number of the level,
the more in depth the capability is. In Table 26, the different levels of capabilities are labeled.

‘ Capability level  Function

Level 1 Foundation capabilities

Level 2 Capability groups

Level 3 Business capabilities

Level 4-6 Detailed business
capabilities

Table 26 Division of different capabilities

The different level 1 capabilities must be structured in different layers. Therefore, Ulrich (2015)
proposes three different groups: strategic, value-add and support. The strategic layer includes
capabilities that reflect executive priorities. The value-add layer includes capabilities that describe
what an enterprise does to ensure viability and thrive in the marketplace. The support layer includes
capabilities that represent certain abilities that a firm must have to work as a business. In order to
make sure a capability is correct, use the following table.

| Class Name Criterion If fails
How Right grammar  Is the capability defined as a noun, instead Rename capability
of a verb?

Right definition | Is the capability defined as a business | Rename capability
term instead of a technical term?
Right sequence Is the sequence of the capability logical Replace capability
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for the capability above and / or below
the current capability?

why Right context Does the capability fit in the context of | Redesign capability
the defined business strategy?

Right goal Does the capability transform the state of Delete as business
the customer perception of the value-in- capability, consider as
use? capability

What Right size Is the capability easily combinable in  Too large: split up
multiple service compositions? capability Too small:
combine capability

Right scope Isn’t there any functional overlap with Re-scope capability(s)
existing capability(s)?

Stability Is the capability stable, instead of volatile? = Make the capability

stable

Right Does the capability have relationships to Delete capability

relationship IT deployments and future-state IT
architecture?

Who Right actor Is there a clear single actor (role) Split up capability per
performing the capability? actor

Right Is there a single beneficiary (role) for Split up capability per

beneficiary whom the capability is performed? beneficiary

When Right start Is there a clear starting point in time for Scope capability down
the execution of the capability? to delimited period

Right end Is there a clear ending point in time for Scope capability down

the execution of the capability?

to delimited period

Table 27 Criteria business capability

Draft level one capabilities:

The first thing to do here, is to gather an industry template, see Figure 83. This is just an example.
This document will only be used as a guideline. To find such an industry template search the web.
Use the name of your specific industry or line of business in combination with terms like ‘capability
map’ and ‘service landscape’. Also www.apgc.org possess process classification frameworks (PCF) for
several industries. These frameworks consists of a list with several standard capabilities.
http://www.cabusi.com/ is a website that just started where everyone can share there capability
maps from different industries. For the banking industry an industry template can be found in
appendix 6. This template is derived from www.bian.org.
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Strategic: Investment Money Marketing
Direction setting/ Management Management Management
executive-level P =
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Value-Add: Customer Product Account
Core of who the Management Management Management
organization is/
how customers Distribution Agent Relations
view organization Channel Mgmt. Management

HR Procurement Legal

Support: Management Management Management
Expenses incurred
as result of being AT y IT .
in business SUogEmen

BTSA, Inc.
Figure 42 Service organization level 1 capability map

Now the capability map must be made more specific for the company. To do so, use the strategy
canvas obtained in step one. This will show the business resources, information about the IT
department, HR management, knowledge sharing, relationships with external resources and more.
Also, the business models of step three can be used. However, one most keep in mind that the
capability map is for the whole organization. The list can be made using Microsoft Excel, but this
makes it difficult to see the total overview. In order to see the overview, this master thesis
recommends the program Abacus. This will create a nice draft on the capability map. All the senior
business representatives of the different LOB’s of an organization must define the capabilities for
their own LOB’s. In order to keep a good structure, every value-add capability must be linked with a
LOB. In case a certain capability is used by four LOB’s, the capability must be linked with four LOB’s.
This can be done in Abacus.

In order to make the level 1 capabilities complete hold a meeting with all the senior business
representatives of the different LOB’s. Here, the draft version will be reviewed. Discuss the different
capabilities and make sure that everyone holds the same definition for the capabilities. The level 1
map can be published once all the senior business representatives are sure that there exists no gaps
in the map.

Decompose level 2 capabilities:

Now all the level 2 capabilities must be decomposed. The focus lies on the value-add capabilities.
This is the core of a given business model. In order to spare time, the support and strategic
capabilities can wait with the decomposition until these capabilities are required. Now, these level 1
capabilities can be filled in by searching the web for commonly found capabilities. Take for example,
‘customer management’. When searching the web on ‘customer management capabilities’ or
‘customer management functions’ a list with capabilities for customer management can be found.

Like the industry template, this gives a guideline or beginning point for the level 2 capabilities. Then
hold a meeting with the person involved in the specific capability. When all the capabilities are filled
in, the same meeting is done as in step 1 of this phase.

Decompose level 3-6 capabilities:
The decomposition of level 3 follows the same process of step 2. Here, the information of the
business processes can be used to fill in the more detailed capabilities.

DLL
Below, the capability map of DLL is shown for the level one and level two capabilities. The capabilities
are divided into strategic, core, and, supporting capabilities. The business capability map of DLL at
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this moment, also incorporates the different LOB'’s

business services are used to link different aspects in the map, see Figure 44.
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Step 4: define Service composition

Now that the structure of the organization is clear, the operational aspect becomes important. The
reason for this step is twofold: to describe the operationalization of a certain LOB, as well as linking
the business processes to the business capabilities. In order to define how the operational part
works, service compositions can be used. These compositions exist in two basic types: the process
type and the mash-up type. It is also possible to combine these two types. The process type is
typically used for strictly sequenced business interactions in which the activities of multiple actors
need to be synchronized in time and information needs to be passed between these activities. The
mash-up type is typically used for free-form business interactions in which a single actor invokes the
functionalities of a number of other actors (Grefen, 2013). Value streams depict how a business
achieves value for an internal or external stakeholder. They are defined as an end-to-end collection
of activities that create a result for a customer (Whittle, 2004). The service compositions and value
streams will be combined in order to structure the business processes. Such a combination must be
made for every LOB. First, the business service is introduced.

this step sequences on the strategy and business capabilities and focusses on the development of a
service composition. This list of the business services is deduced from the list of the business
capabilities in combination wit the strategy. In order to do so, two employees of an organization are
important: a domain expert and a business architect. The domain expert to understand the content
and the business architect to understand the structure.

Service compositions:

The service composition exists of all the activities necessary to deliver a certain service. A distinction
is made between business services and supporting services. The business service transforms the
state of the customer perception of the value-in-use, where the supporting service suports the total
process. These activities or services can be sequential or loose. It is important that the activities form
a complete picture for a single LOB, so that every activity is covered.. First, start with the services
that are delivered to the customer. Mostly, these services follow a sequential process, for example
create request followed by create contract. Once this process is completed, add all the services that
will support the process, for example manage partner relationship. Below an example is given.
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Figure 45 Service composition

64



Value stream:

Each service in the composition maps to a certain value stream. The value stream becomes the high-
level view on how to execute the service. For example, the business service create contract could
exist of the high-level value stages receive request, create contract and, process contract. These
value stages can then be mapped to the business processes.

Figure 46 Value streams impregnated into service composition

The result will be a complete picture of the operationalization of a single LOB, that will show all the
business capabilities and business processes as well as the link between those two.

DLL

The two LOB’s of DLL: leasing and mobility solutions show similarities as well as differences in their
service composition. The differences especially exist in the extra services that are involved in the
repair and maintanance of the cars as well as fine handling and incident handling. The value stages
can be coupled to the business capabilities, which will show the differences in capabilities of the
LOB’s. The aim is to provide every service with a value stream, and their coupling to the business
capabilities. Here, an example is given for create request with quote. The link with the business
process is elaborated in the next step.
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Figure 47 Service composition mobility solutions
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Step 5 : Map business processes

Now that the service composition is finished, the map can be used to link business processes, and
link business architecture and enterprise architecture. First, The business processes for the different
LOB’s must be defined. A simplified explanation can be found in appendix 1. Once, the list of all the
business processes are clear they must be mapped in a structured way. This is done by using the
value streams.

Business Business Business Business Business
Process Process Process Process Process

™~ / e

Value stream: \/ /
A4

Figure 49 Value stream coupling

The gap analysis can be performed by overlaying the service compositions of the different LOB’s. This
high-level view of the operationalization of a line of business results in an easy comparison of the
business capabilities and business processes.
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Figure 50 Value stream: create quote
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Figure 51 Value stream: manage partner

Step 6: incorporating capabilities into business architecture

In order to make a link between business units and more, the figure of step 2 can be used as a
starting point. However, here only the business units are relevant. The business units must be linked
to all the level 1 capabilities of the capability map, see Figure 52.
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Figure 52 Linking capabilities to business units
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Step 7: incorporating capabilities into enterprise architecture

A major challenge of IT planning is dealing with the current state of redundant and overlapping
applications and information. For example, mergers and acquisitions instantly result in redundant
applications and data.

IT architecture planning desires to address all three of the following issues:
e To remove redundancies by eliminating and consolidating duplicate systems and
information;
e To reduce overlaps by breaking capabilities out into more modular systems;
e Tofill gaps by enhancing existing systems or acquiring new ones.

These three issues can be solved by using business and information services between the business
capabilities and the applications and data, see Figure 53.

Business capability map

L.

Application

Figure 53 Linking capabilities to applications
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8. Conclusion and reflection

In this master thesis the relatively new approach of business capabilities mapping is examined. The
case study of this thesis is performed at DLL, a financial leasing company. The research started by
introducing the topic, the business context and the research problem. After this introduction, the
literature review was conducted in order to form a broad view of the topic. After the literature
review, the as-is analysis regarding the business capability map of DLL is performed. These two
aspects formed the basis of the conceptual framework. Subsequently, the conceptual framework was
executed at DLL. From the conclusions of this execution, a new theoretical framework arose. This
theoretical framework is applicable for all service-dominant businesses. This chapter will reflect upon
the complete research. In chapter 8.1 an answer is given on the four research questions of this
thesis. In chapter 8.2 the managerial contribution is explained. In chapter 8.3 the academic
contribution is explained. In chapter 8.4 the limitations and recommendations for future research are
described. In the last section of this chapter, the self-reflection of this master thesis is explained.

8.1. Answering the research questions
The different research questions, derived from the research objectives of the assignment in chapter
1.3 form the foundation of this thesis. These questions serve to help the main objective of this
explorative study: to build a design for a business capability map, applicable for all service oriented
companies. In this chapter the answers to these questions are given.

RQ 1: What are the important aspects of servitization and business capability mapping?

The answer to the first research question gives a broad understanding of two topics: servitization and
business capabilities, with a focus on business capability mapping. According to Baines and Lightfoot
(2009) Servitization is the innovation of an organization’s capabilities and processes to shift from
selling products to selling integrated products and services that deliver value in use and tend to
emphasize the potential to maintain revenue streams and improve profitability. There are three
factors that drive companies to a servitization strategy: financial, strategic and marketing. The
challenges for companies making the servitization process are threefold: challenges in service design,
organisation strategy and organisation transformation. One way to tackle these challenges is by
making use of the BASE/X framework. The BASE/X framework is a structure for the development of
new service-dominant business: business strategy, business models, their operationalization in
service compositions, business services, and their implementation in state-of-the-art automated
service management platforms (Grefen, 2013). The topic Business capability mapping starts with
defining a business capability. According to Ulrich (2015), a capability defines what a business does. It
does not communicate or expose where, why, or how something is done — only what is done. A
capability map can be seen as a blueprint for a given business or company. It creates a common
language for businesses to document and visualize capabilities within the context of various analysis
or planning activities. The article of Ulrich (2015) showed that there are four aspects that are
important when building a business capability map: information like industry templates, organization
(which refers to clearly defined strategy documents), value streams, including business processes,
and resources.

RQ 2: What is the current situation according to business capability mapping for the two
business lines at DLL: mobility solutions and leasing?

This second question is an analysis of the current situation at DLL. The analysis is executed for two
different business lines: mobility solutions and leasing. The determination of the current position
according to business capability mapping is based on the analysis of the different steps already taken
of the business capability map, and an analysis of the important aspects derived from research
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question 1. The aspects analyzed are the business strategy, business capabilities, business processes
and value streams. The first step performed in the process was the decision-making of the business
capability map. DLL chose to hire an external company that deals with the architecture of
information systems. After different board meetings, the final decision was made to build the
business capability map. DLL choose to begin with building the map for only one business line:
leasing. This should be no problem when you accept the fact that the map you are going to build is of
the whole organization. Although the beginning was made for leasing, the business capability map is
for the whole organization of DLL. It started with defining level 1 capabilities and used business
processes, and the product catalogue including strategy documents as a starting point. According to
the literature, the right information is used, however it would be better to use a matching industry
template as a starting point. For the structure of the capability map, the subdivision from Ulrich
(2015) is used, see Figure 83 Service organization level 1 capability mapFor defining the level two
capabilities the starting point was the previous level of capabilities. To gather the internal
information of the company they also used the list of business processes and the business service
catalogue. They first defined the level two capabilities that were added to the draft version from the
level 1 capabilities. They started defining the level 3 capabilities once all the stakeholders accepted
the level 2 capabilities. At the moment, they are actively reviewing with the involved stakeholders in
order for everybody to accept the level 3 capabilities before adding the more detailed business
capabilities. For the aspects of the business capability map first a general analysis tool is created for
these aspects. More specifically, a criteria table is defined so that every service-oriented company is
able to determine the status of a certain aspect. The already defined business capabilities are well
defined for both business lines. The only remark on some of the capabilities is that verbs were used
in their definition. In order to differentiate between business capabilities and value streams and
business processes, it is best to use only nouns for the capabilities, where verbs are used for the
other two aspects. The strategy at DLL is defined in the enterprise big picture. Here, the information
is kept more superficial. The strategy defined for leasing and mobility solutions, however is much
more elaborated. The big picture for leasing includes aspects as vision statements, key partners,
activities, and resources, customer relationships, revenue streams and more. It can be concluded
that both business lines are well explained in terms of the strategy. The business processes consist of
about 500 different business processes for each LOB ranging from different functional domains like
contract management to vehicle disposal. From analysing a representative set of business processes
it can be concluded that the business processes are well defined. The analysis of the value streams
shows that DLL is busy developing the value streams. However, it is not complete. The value streams
for leasing are well formed, but not all of the value streams are developed already. The value streams
for mobility solutions are yet started and need some more attention. The value streams of mobility
solutions are more a summary of the different functional domains. The value streams must be an
end-to-end collection of activities that create a result for a customer.

RQ 3: How can the previous results be assembled into a framework for business capability
mapping?

Answering this research question resulted in a conceptual framework that is tested in research
question 4. The information of this framework is gathered from the literature review and the
analysis of the current situation at DLL. This research step starts by selecting the most appropriate
tool for making the servitization process and making the business capability map. For the
servitization process, the BASE/X framework of Grefen (2013) is selected. For the business capability
map, the article of Ulrich (2015) is selected: the business capability map: the ‘Rosetta Stone’ of
business/IT alignment. First, the structural and functional specifications were defined. Once this was
done, an approach is created for the business capability map, which uses the article of Ulrich (2015)
as a starting point, extended with additional information on the topic business capabilities. This
approach is enhanced with the findings of the empirical analysis at DLL, as well as the BASE/X
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framework. This resulted in 6 steps: it starts with accepting the BASE/X framework. This means
performing the different layers of the framework, see Appendix 3. The second step is to gather
information. The four aspects here are the industry template, value streams, business processes and
the business strategy. The third step consists of defining and mapping the capabilities, followed by
mapping the business processes to the business capabilities. The last two steps include incorporating
the business capabilities to the business- and enterprise architecture. The different steps of this
framework are not enough supported by academic literature, since there are too many variables.
This framework is first executed at DLL to conclude which steps are necessary to build the business
capability map. This was done at research question 4.

RQ 4: How will the conceptual approach of research question three work at DLL, followed by a
gap analysis?

In the fourth question, the approach is executed. This shows the robustness of the conceptual
design. All the steps of the approach are executed for the two business lines: mobility solutions and
leasing. The execution of this approach resulted in conclusions for every step. Also, the gap analysis
for the different business lines is performed. From here, the new theoretical framework could be
derived. For the first step, it can be concluded that the strategy of an organization must be defined
before beginning with the capability map since the identity of an organization, as well as business
competences and resources help define the business capabilities. Secondly, the best canvas that can
be used is the BASE/X strategy canvas, because it serves all the aspects necessary for the capability
map as well as the important aspects for a service dominant strategy. The business model radar is an
ideal tool to visualize these activities. Therefore, the business model radar of the BASE/X framework
is recommended. The business model of Osterwalder deals with the activities and resources, and can
be used in addition. The service composition of the BASE/X framework offers the operationalization
of the business model. This can be used to link the business processes to the business capabilities.
From the second step, the industry template forms a starting point for a business capability map. This
aspect will be assigned to the step map the business capabilities. The value streams will be coupled
to the service composition that must be made for every line of business. The value streams will then
be used to link the business capabilities to the business processes. For the third step, mapping the
business capabilities, it can be concluded that the capability map must cover the whole enterprise.
Also, the strategy of the organization must be defined in order to find the key resources, key
activities and more aspects that help defining the business capabilities. Furthermore, it is important
to divide the capabilities into the three classes of Ulrich (2015), the supporting, value-ad, and
strategic capabilities. The execution at DLL showed that value streams can be used to link the
business capabilities. Lastly, the gap analysis of the different LOB’s at DLL showed that about 80 per
cent of their capabilities are similar. The differences occur in procurement management and risk
management. Procurement management deals with buying additions to a car, such as tyres. The risk
management deals with collection and recovery and credit analysis and decisions. Both are only
applicable to mobility solutions.

RQ 5: How should a service oriented company create a business capability map, and compare
different business lines in terms of business capabilities and processes?

In the last question, a final design is built so that every service oriented company can first build their
business capability map and analyze the similarities and differences between two or more LOB’s
regarding the business capabilities and processes. This approach consist of seven steps beginning
with accepting a knowledgebase and defining the strategy and ending with incorporate business
capabilities into enterprise architecture. This last step, is not executed due to time restrictions. The
framework describes guidelines and templates on how to derive a business capability map. Adopting
the knowledge base formalizes the way in which information about the business — including
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organizational structure, capabilities, value streams, information assets, project initiatives,
customers and partners, and related IT assets — is stored, related, and viewed. The first step in the
approach is defining the enterprise strategy. Important aspects here are capture the identity and
value-in-use of the organization and the resources. In order to re-use capabilities between different
service offerings, business units or lines of business in an organization, the structure of a company
must became clear before building on the capability map. Therefore, it is recommended to visualize
the structure of all the different subdivisions within an organization. The next step deals with the
different LOB’s. For every LOB the business model must be defined. This is done by the business
model radar. Now that the strategy and business models for the different business models are clear,
the business capability map will be formed. Now that the structure of the organization is clear, the
operational aspect becomes important. The reason for this step is twofold: to describe the
operationalization of a certain LOB, as well as linking the business processes to the business
capabilities. In order to define how the operational part works, service compositions can be used.
The service composition exists of all the activities necessary to deliver a certain service. Each service
in the composition maps to a certain value stream. The value stream becomes the high-level view on
how to execute the service. These value streams form a structured way to compare the different
LOB’s in an organization. The next step is linking the business processes. Once the list of all the
business processes is clear they must be mapped in a structured way. This is done by using the value
streams. These steps form the basis of the business capability map, including value streams and
business processes. From here, business capabilities can be used to incorporate them into business-
and enterprise architecture.

8.2.Managerial contribution

DLL is currently transiting to a more service-oriented organisation. DLL has two business domains
with currently distinct business processes and capability sets: leasing and mobility services. The
business processes of these domains are inherently different, but they make use of similar
capabilities. The fact that their capability sets are not yet harmonized limits possibilities for re-use of
capabilities across the business processes of the two domains. This can be prevented by adopting the
new theoretical framework. Adopting the framework also assists the transition into a more service-
oriented organization. By creating a complete service composition combined with value streams for
each line of business, the differences and similarities can be seen immediately. This high-level view
creates an overview that can be compared between different LOB’s. This means that the created
business capability framework can be used for all the different LOB’s in the organization. By first
defining the global strategy, followed by defining all the different subdivisions in an organization, DLL
can use the remaining steps for the development of the capabilities for the other LOB’s. The
remaining steps first helps to define the business model for a certain LOB, as well as the service
composition coupled to the value streams. Also, at any point in time the general analysis tools at
chapter four can be used to estimate the current state for business capabilities, strategy, business
processes, and value streams. Moreover, by using the created framework in chapter seven, DLL is
able to guide the process of the transition to a more service-oriented company. The step-by-step
explanation will result in a more efficient and faster process when it comes to building business
capability maps. Secondly, it is able to create a business capability map for the complete
organization. There should always be one map for the whole organization in order to bring
transparency. Thirdly, by creating service compositions combined with value streams that couple to
the business processes and business capabilities of a certain LOB, DLL is able to create an overall
picture of the operationalization of the LOB. This will also ensure that the business processes, but
especially the business capabilities can be easily compared between different LOB’s. In order to
differentiate between business capabilities and value streams and business processes, it is best to
use only nouns for the capabilities, where verbs are used for the other two aspects. This will control
the fact that a capability must only define what a business does, instead of how a business does
something. All these steps will result in capabilities that can be easily re-used between different
LOB's. This will result in a more efficient IT landscape for DLL.
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8.3.Academic contribution
Business capability mapping is a relatively new concept. This means that there is not much
information known about this topic. In the literature review, only one article is found on the specific
approach of the business capability mapping, namely the article of Ulrich (2015). The process of
building a business capability map therefore has received too little attention. Another problem is that
business capability mapping is especially interesting for service-oriented companies, or companies
that want to make the transition to a more service-oriented company, due to the fact that the
business capability map helps to specify service-oriented architecture. Unfortunately, the academic
literature related to this topic did not make this connection already. Most of the articles about
business capability simply explain the business capability as an aspect, or explain which business
capabilities are important for an organization. They do not explain how to structure business
capabilities. This thesis provided insight into the process of business capability mapping for service-
oriented organisations. The academic contribution of this thesis project is as follows: First, the
created business capability framework of chapter seven provided a thorough understanding of the
service-dominant business structure that provides an operationalization of the framework. The
framework will help the service transition by understanding the way business is organized and
changes the traditional way of thinking in terms of decision horizons where it comes to implementing
agility. Second, the framework contributes to the academic literature by providing a step-by-step
explanation on how to achieve a business capability map for service-oriented companies. Third, the
framework includes a way to compare the capabilities between different LOB’s and incorporating
capabilities into business- and enterprise architecture and link the business processes. Especially the
comparison between different LOB’s when it comes to business capabilities and business processes
was lacking in the literature. That is unfortunate, since the comparison provides a way to re-use the
capabilities across the business processes of different LOB’s.

8.4. Limitations and recommendations for future research

The research is performed in a broad manner. The objective of this research is to develop a approach
for business capability mapping for service-oriented companies. This can result in the fact that more
companies are able to use the framework. However, it brings along limitations as well.

The first limitation of this study is that the business capability map is only applied at DLL, a financial
leasing company. Therefore, it cannot be generalised for the entire financial leasing company, but
especially for service-oriented companies. The second limitation is about the new theoretical
framework that proposes a way to deal with comparing the business capabilities between different
LOB’s. The execution in chapter six shows that a service composition including value streams for a
single LOB creates a perfect overview to link the business capabilities and business processes in order
to compare different LOB’s. However, this step is not executed for a complete service composition of
a LOB, only for a simplified version. The last limitation is the last step of the theoretical framework.
This step, incorporating business capabilities into enterprise architecture, is not executed due to time
restrictions.

The limitations above show that much research remains to be done in order to complete the topic of
business capability mapping. Hence, the first recommendation is to perform more case studies, in
order to rectify the framework. In order to conclude if this framework is applicable for all service-
oriented companies, the new theoretical framework proposed must be tested at different business
contexts. The second recommendation is to execute the service composition of step 3 for a complete
business line. A more thorough execution of this step could confirm the possibility of the execution
of this step. The last recommendation is about the last step of the new theoretical framework. In
order to complete the framework this step must be executed at new case studies. In order to
optimize the business capability framework, the framework should be tested at different domains for
service-oriented companies.
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8.5 Reflection

The last section of this thesis involves the reflection on this whole research project. Now that all the
work is completed, it is time to look back on the personal experience of this master thesis. The topic
of this master thesis matched perfectly with my interest that | developed during the time that |
followed the master Innovation Management, a combination of servitization and information
systems. The objective of this thesis originated from the collaboration with DLL. From here, the
project started with a literature study. Although, it was not easy to obtain all the right information
(especially for the topic business capabilities), the process itself went without any significant
problems. During my master, | had followed courses that included developing similar literature
studies. However, getting into the project itself took me longer than | had expected it to take.
Looking back now on this master thesis, | referred too much to the bachelor thesis resulting in
skewed expectations from my side. The master thesis includes a research program conform accepted
international research standards, in collaboration with the included company (DLL). It took me some
time to understand this. Another important aspect in this master thesis was the responsibility of the
student. This resulted, especially in the beginning, in poor schedules and poorly prepared meetings
with supervisors. Also, master thesis as a whole was a bit overwhelming for me at the beginning.
There were so many activities that needed to be performed that | sometimes lost control of the
outline of the project. The use of the regulative cycle of figure 1 helped with controlling this
overview.

From what | know now after completing this master thesis | would have done some things different.
If I would redo this thesis, | would do at least the following three things better: at first, | will create a
document with all the requirements and characteristics of the project, but especially with the
expectations of all the stakeholders involved. Secondly, | should take more responsibility for the
projects. This should result in designing and controlling the planning of the project, creating clear
deadlines for deliverables and sticking to them. But also draw up agendas and write up reports on
discussions, meetings, and agreements. Lastly, whenever | encounter a difficult or comprehensive
problem or process, | will be able to start with zooming out of the problem or process, understand
the overall picture, followed by guiding the process by making clear visualizations of the problem or
process. Also the regulative cycle of figure 1 helped with defining the research objectives and
guestions. By coupling the questions to different phases of the research, the research process
became much more structured. At last, the BASE/X framework and the Ulrich approach show a lot of
similarities. The BASE/X framework focuses more on the business services of an organization. In this
approach, the business services are less important. At hindsight, | would include the business services
more into the framework.
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Appendix 1: Gather information

Strategy:
According to Grefen (2013), the best starting point for business services or capabilities is to deduce
them from the service-dominant strategy.

Of course the strategy is focused on service dominant business. This means that the strategy will
focus on delivering value-in-use instead of assets and it will be more defined in context of business
networks. In order to develop a structured strategy a company could use the service dominant
canvas, see Figure 54. It is subdivided into three main topics: Value-in-use, service Ecosystem and
Collaboration Management. The strategy canvas define the competences and resources of the
company, the partners etc. Therefore, this document tells what the possibilities are as well as the
restrictions. For example, some capabilities are not possible to perform by the company, due to
missing recourses or employees. Keep in mind that this document must be made for all the LOB’s in
the organization. Also other documents that already exist can be helpful. Most organizations already
possess elaborated business processes. Probably every company will already possess documents
that describe the business strategy. Therefore, it will be a wise decision to take a look into those
documents before filling in this canvas. For example, many companies develop an enterprise big
picture of the company. Most of the domains shown in such an enterprise picture can be
transformed into business capabilities. This could be used as a template in combination with the
business strategy.
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Figure 54 SD business strategy canvas

Industry template:

The process of developing a business capability map is difficult to do when beginning from scratch.
An industry specific template can therefore be a good opportunity to avoid this. For a lot of
industries capability maps and capability lists already exists. In appendix 6, a reference capability map
can be found for the banking industry. Keep in mind that this is not the same for every organization.
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Such documents can be used to adopt it to make it more specific for the organization. Also
www.apgc.org possess process classification frameworks (PCF) for several industries. These
frameworks consists of a list with several standard capabilities. http://www.cabusi.com/ is a website
that just started where everyone can share there capability maps from different industries. For the
banking industry an industry template can be found in appendix 6. This template is derived from
www.bian.org.

Value streams:

Value streams depict how a business achieves value for an internal or external stakeholder and are
defined as an end-to-end collection of activities that focus on the result for a customer. A value-
stream begins with a stakeholder that triggers the first stage and ends when the product or service is
delivered back to the stakeholder. They decompose into business processes, see Figure 55.

Figure 55 example value stream

Acquire Product

Apply for [—— Accept | Rggl::ter & Notify Manage
Product |——/| Application—— elver ——/| Customer Payment
Product

BTSA, Inc.

Most of the companies already have a list of value streams. If this is not the case, follow the steps
below to come to a value stream map:

Step 1: collect products/services

The first step consists of gathering all the products or services that a company offers to the customer
to generate revenue. It is recommended to use Microsoft Excel to build this list. This involves holding
a meeting with senior business representatives from each LOB. Once the list of products or services
are complete, complement the products or services with the sales volume and sales revenue. This
makes it easy to determine the priorities of the different products and services. In case a company
consist of different LOB’s it would be a wise decision to mark the different LOB’s with the value
streams.

Step 2: add processes
Now that the delivered products or services are clear, the functions, activities, departments or
processes through which these products or services travel through becomes important. Use the same
list developed in step 1 and horizontally write down the aspects that the product or service travels
through, see Figure 56.

Products Sales Volume |Sales Volume % | Process 1 | Process 2 | Process 3 | Process 4 | Process 5 | Process 6 | Process 7

Product 1 10 5% x X X X X

Product 2 50 23%

Product 3 15 7% X 3 X x X x X

Product 4 5 2% x X x X X

Product 5 10 5% X X X

Product 6 70 32% X X X X

Product 7 20 9% X X x X X

Product 8 10 5% X x X

Product 9 25 11% X X X X

Product 10 5 2% x x x X X
220 100%

Figure 56 products vs processes
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The last thing to do is to mark the processes with X in case the product or service uses that process.
In case different services or products use exactly the same processes, these can be brought together
in a group.

Step 3: develop value stream map

From the list of step 2, you can select the product or service with top priority to begin with the value
stream map (this could be highest sales volume or revenue). The first thing to do is to identify the
needs of the customer for the product or service. This becomes the title of the value stream, for
example ‘acquire product’. From here, the last process from the map of step 2 must be placed at the
end. Keep working backwards to identify all the necessary processes that are needed to fulfill the
value stream. Keep the value stream simple, and only use processes that are really necessary to fulfill
the value stream.

Although this would complete the vale streams as information source for the capability map, it is also
possible to add extra information to the different processes, such as cycle time, error rate,
employees needed, etc. this could be handy to identify delays between different processes. It is also
possible to work with different arrows between processes to help identify how the product or
information between different departments will flow. However, these aspects are less relevant when
building a capability map.

Business processes:

A business process or business method is a collection of related, structured activities or tasks that
produce a specific service or product (serve a particular goal) for a particular customer or customers.
The objective of the Business Process Model is to identify and detail all the business processes
supported by the Product to the extent necessary to detail the roles of the Product (and its
components, i.e. Application Components, Business Service Components and Tool

Components).

The Business Process defines:
¢ the business processes of the domain which are relevant to the product or service, and which
will enable the goals to be met, and:
e the roles of the resources that perform those processes.

Most of the companies already have a list of business processes. If this is not the case, follow the
steps below to come to a business process map. The approach of the development for business
processes is derived from the literature in the Comet component and model-based handbook:

Step 1: derive goal model

A goal model describes the business goals that will be met by implementing and then using the
Product. Goals must be achievable, preferably measurable, and not self-evident, and should have
clear and detailed implications. It should be reasonable (but not necessarily appropriate, and almost
certainly not correct) to assert an alternative. The implications should be expressible in terms of a set
of sub-goals or enabling processes. Thus "to have total customer satisfaction" is probably not a useful
goal, as it is neither achievable nor measurable, and the alternative (no customer satisfaction) could
hardly be argued. A more useful goal in this case might be of the form "95% of all customer
complaints are resolved to the customer's satisfaction within 2 hours".

One of the key aims of Goal modeling is to identify the things that have to happen in the business for
the goals to be met. These are the enabling processes which form the starting point of the Business
Process model.

Step 2: derive resource model
The Business Process model is generally prepared at the same time as the associated Business
Resource model. Each business process is defined in terms of its steps, and each step performed by a
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resource at a higher level of detail may then be treated as a process performed by a community (of
The Business Process Model is derived through a set of activities that encompass brainstorming
sessions, structured workshops, interviews and feed-back sessions, and detailed modeling using a
UML tool. The business resources are already defined in the strategy canvas. This list can then be
used to develop the business processes.

Step 3: build business process model

The Business Process Model is derived directly from the Goal Model. Goals may be thought of as high
level statements of the things that have to happen in a business, each expressed as an outcome, but
in a way that leaves unspecified how that outcome is to be made to occur.

Thus, the first step in creating the Business Process Model will be the identification of the enabling
behaviors that have to happen for each goal to be achieved. Initially this is done through a brain-
storming process and production of an unstructured list of enabling behaviors for each goal. This list
is then consolidated into a single set of enabling behaviors that, together, support all goals. This is
the starting point for the Business Process Model which may then be entered into the tool using the
Business Process Modeling Profile. Each Enabling Behavior is entered into the package containing the
business processes in the top level Community model (see modeling framework) as a Class
stereotyped either as <<Business Process>>, where it can clearly be seen that this behavior can be
represented as a set of steps with a defined beginning and end, or, where no such approach is
apparent, as a <<Behavioral Policy>>.
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Appendix 2: DLL business processes

Leasing
Below, the three selected business processes of the leasing business line of DLL is showed.

GlobalLocal : Global
Wersion and Date: 1.3 dd 14-Jul-15 ITR 04'05 R ® m @ H .
Primary System :© Accounts Receivable Cash Apphcahon

Bank Lockbox and image files
Bank Statement file

Refund | respplication requast

s
0403 |ydices

Irvoices
gilling

Live Check

Request to find payment @

Figure 57 Business process leasing: cash application
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Globsl/Local : Local CTB 03.02.01 ‘@ m @ M @ .‘

Wersion and Date: 0.1 dd 14-Jul-15
Primary System : New@Once Document Contract

*This process flow will also be used as the basis for re-documenting a contract.

Request for documents received | outlines details of the deal)
Request for Redoc

03.01.07 Communicate Credit Decision

03.01.028 Manusl Pricing Review

03.01.08 Manusl Residuzl Evaluation
03.01.10 Manual Pricing May not always be via 37
03.02.02 Initizl Document Package Review and Data Entry party; 5.0.5.

[] mrerner

. Obtain
Request Determine . ‘appropriste tax ‘Obtain
Document SEER Tax Eligible - . -
T Complete Contract Type
or reascn
L
Mo
Contact Title
Fallow-up Administrator for
requirements
N
y l
Rate Appesls - Qwalify - Create . . Send
Pricing T needed o Wendar H Diocuments Obtzin Review Documents
es b
v es fes
Cibtain Pricing
Appraval
PERFORM PERFORM
EII}.D1..EIT Appeal endor Qualification IZIS.DZ._DQ Follow-up for
BERFORM Credit Decision -PTA Receipt of Documents
03.01.10 Manusl Pricing
03.01.08 Manual Fricing Review
Figure 58 Business process leasing: document contract
Glokal/Local : GlobalGlobal
Version snd Date: 1.2 dd 14-Jul-15 FIN 08.00 ® m @ .
Frimary System : Multiple - -
Finance (FIN) - High Level Flow
FiN 02.01 L] Ds_.ﬂ-l&
Frocurement Planning
v v
FIND2.02
Syeicaion e ng e Frr e
Reconcilistion L
.
FIM 0&.028 FIN 02.05
Treasury Tax

Figure 59 Business process leasing: high level flow
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Mobility solutions
Below, the three selected business processes of the mobility solutions business line of DLL is showed.

150.030.010. Create technical inspection notification

Trigger.

Trigger:

Technical Periodical check
inspection of vehicles due
niatific atian... far legal...

HD

Select vehicle

H

Check if lagal
technical
inspection

reguired

@{

Qutcarme:
Legal technical
inspection
already executed

in possession

Create legal Lepd techricd
: technical inspection leter
1 inspection letter

Send out legal
technical
inspection letter

Qutcome:
- Legal technical
Vehicle no 0nge> inspection required

Outcome:

Legal technical
inspection letter
sant out

Figure 60 Business process mobility solutions: create technical inspection notification



120.020.020. Create fuel report

Trgger. Trigger
Fuel exceplion Fuel ermission
report requesed report requesied

A

Select corlracti)

1

Galher relevant
data (fuel,
contract ang
wihicle)

f

Creale fuel report

1

Send out fuel
report

o

Ckcorrie Oukcorme:
Fuel exceplion Fuel errission
report s2nt out repart et out

2000620121 Fuel mgt workshop

This scenario is part of the reporting done by Athlon

Scenario not treated in the workshop

Figure 61 Business process mobility solutions: create fuel report
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030.020.010, Set up of clauses

Trigger
Hew clauseds) to
be set wp

Ceterming for

which leval clause
i regquined

Leasing
Cormmarny - level Custormer - level Contract - level
AV

Criata fgw
clausais) on

appropriate level

Clausa(s) st up

Figure 62 Business process mobility solutions: set up clauses
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Appendix 3: the BASE/X framework

The service blueprint only helps the process of building a service composition. However, there are
more aspects in business decision making. The BASE/X framework, proposed by Paul Grefen deals
with all the aspects of business decision making. The BASE/X framework starts with the renewal of
an old pyramid that helps with the decision making of a company. This will be the basis for the
approach. The new pyramid will be more suitable for a network-based, service-dominant approach
(Grefen, 2013).

1. From the old pyramid to a new pyramid

* Strategy

# Tactics

Figure 63 The old pyramid

The old pyramid , Figure 63, faces three problems: firstly, the pyramid has troubles processing the
increase of the frequency of strategic and tactic decision making process in the modern-day
economy. Secondly, strategic and tactic decisions have to become more and more flexible in their
content nature to reflect swiftly changing market environments. Thirdly, the old pyramid is not set to
the service-dominant business paradigm, which is the basis of modern business thinking. Therefore,
the new pyramid is developed, see Figure 64.

* SD business The what:
strategy

J Business

* SD business Goal
models Engineering
*Senvice The how:
compositions Business

* Business Operations
services Engineering

Figure 64 new pyramid

The service-dominant business strategy layer defines the identity of a business organization in terms
of the high-level services the organization will deliver to its context. The business models layer makes
medium-term decisions. This layer translates itself in business models defined in services. The layer
below, the service compositions layer makes decisions by use of the implementation of these
business models. This implementation is done by composing a number of services from the business
services layer. This layer simply contains a list of services a company can perform. This means that
the upper two layers contain what the company wants, where the lower two layers contain how this
will be achieved. Or in other words goal engineering vs operations engineering.

This strategic design and the tactic design. The strategic design starts at the top of the pyramid and
follows a more long-term strategy, where the elementary services evolve over the identity defined by
the strategy. The tactic design follows the dynamism of the market context. It is a mix of top-down
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decision making and bottom-up decision making: new business models are designed by matching
business interest and relevance, which is called desirability and on the other hand there is the
feasibility of the services. In this design it will be important to find an optimum between these two
variables. An illustration of these designs can be found in Figure 65.

Strategic Design Confrontation
Loop: of Goals:
evolutionary alignment of
alignment identity and
of identity and market
capabilities offerings
Tactical Design Confrontation
Loop: Of Means:
revolutionary alignment of
conception of required and
market available
offerings capabilities

Figure 65 Strategic & tactical design cycles

The BASE/X framework uses the tactic design approach. This tactic design have their roots in the two
stable layers: the strategy and the services layer. From here four different designs can be made, see
Figure 66.
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Figure 66 Four practical sequences for business design

The strategy-based, top-down approach starts from the identity of a business organization in a
market and derives new business models from a strategy. These models are then translated by
deriving the service compositions. The strategy-based, bottom-up approach tries to find new
business models or goals and solidifies the model in the strategy layer. After this the model is
translated into the service compositions.

The service-based, top down approach starts from the service composition layer and is operations-
oriented: it focusses on how to sequence business capabilities. First compositions are mapped to the
business service layer. Then the compositions are mapped to business models. The service-based,
bottom up approach starts from the business service layer. First business services are combined into
possibly interesting service compositions. The service compositions are mapped to business models,
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which will be checked by the strategy layer. Below, you will find a table with the specification of the
different sequence designs.

Sequence
(root, Orientation Goal Start Confrontation | Activity
direction)

g ) .ﬁ.llg_nment '.Df Strategy Service . Structural
based, Identity business with laver composition deduction
top-down strategy ye layer
Strategy- Exploration of . Service Organized

. Business . )

based, Goal new business model [aver composition idea
bottom-up opportunities ¥e layer creation
Service- Exploration of | Service . Organized

. . - Business )
based, Operations | new business | composition model laver idea
top-dawn configurations | layer ¥ creation
Service- Alignment of | Business Business Structural
based, Capabilities | business with | service mode layer COMmpo-
bottom-up capabilities layer sition

Table 28 overview of business design

In order to use this pyramid it will be transformed into a service-dominant business sandwich model.
The above design sequences show that there are two stable layers: the businnes strategy layer or
identity of an organization and the business services layer or the core capabilities of an organization.
This means that the other two layers implement the external business offerings: the business models
layer and the service composition layer, see Figure 67. The service-dominant business sandwich
model can be used to build a new more service-oriented design.

just for decoration

two agile layers:

two stable layers: the fillings
top and bottom (in this case
slices of bread cheese/tomato +
turkey/lettuce)

Figure 67 illustration of service-dominant business sandwich

The build-time view of the sandwich concentrates on designing the contents of the four layers. The
overall starting point here is the definition of the business strategy, the identity of the organization.
One must keep in mind that organizations with an explicit hierarchical structure will probably have
more strategies. So, when beginning with the service transition, according to the sandwich, first the
sandwich itself must be build. After that many alternatives can be made via the agile layers. The
strategy that is determinated in the first step is the basis for the core capabilities in the business
services layer. The core capabilities are seen as business services. They must have a clear business-
level interface, the elements they posses can be combined with several configurations, and they
must represent the competences of a business organization that define its essense. By adressing
these two layers the basis of the sandwich is build. After this, it is time to work on the changeble part
of the sandwich: business models and the service compositions. The business models layer contains
several service-dominant business models, which will be context-dependent and specialized
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operationalizations of the strategy. The service compositions layer contains service compositions,
which are aggregations of a set of elementary services from the services layer and a set of external
elementary services. Important here is that each service composition is linked to a specific business
model. So it forms the operationalization of that specific business model. These four layers form the
basis for the BASE/X framework. One important aspect in this model is business networks. In the
business model layer, this means that a single internal business model can rely on many other
external business models. Value constellations can be created by using a network of companies and
their relationships to jointly create an offering. Also service compositions uses external business
services. To become more detailed the concept model, see Figure 68gives a brief overview.

| 1

o
3

Business
Oirganization

— Market

R Business A L Business
Collaboration | « /! Model

f Senvice

Composition

i

f

fl Business
Senvice "

Figure 68 Concept model
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2. A pyramid for business suport

Now that the basis for the framework is formed, adding other layers to the pyramid is not the right
thing to do. The reason here is twofold: firstly, going from high-level business concepts to low-level
business concepts is different than going from business concepts to information system concepts.
Secondly, information systems can support more than only the business services layer. It would be a
better solution to extend the framework with an additional pyramid that covers the busines support
in the form of information system elements.

Therefore, Grefen states that it would be better to add an extra dimension to the pyramid model, the
realization dimension or Information System pyramid, see Figure 69.

Inform. Syst. Pyramid
Business Pyramid

Figure 69 Business & information system pyramid

This pyramid describes the support for the Business pyramid by information systems. This could be
automated applications as well as manual information processing. Each layer will contain support for
the business functionality in the corresponding layer of the business pyramid. More specific this will
mean that the business strategy layer of the IS pyramid will contain IS applications that support
design and evolution of a business strategy. This could be a strategic decision support application
that could be used for long-term what-if analysis or a tool for qualitatitive analysis to support the
identifiacation of new long-term trends in specific business domains. For the business model layer
this could be a decision support application that provides information that will be used in the design
and analysis of business models or tools for identifying and analyzing potential business partners.
Other things in this layer could be tools that help managing a set of business models, especially in
maintaining the consistency of different business models. For the service composition layer this
could be implementations of service compositions. It could also contain tools to create and deploy
these implementations or tools to quickly create prototypes or mock-ups of new service
compositions. For the business service layer this could be implementations of business services. It
could also contain tools to create and deploy business service implementations. In these layers,
agility plays an important factor: changes in the business pyramid should case changes in the IS
pyramid. The other way around is not alloud.

3. The platform pyramid
In order to complete the framework, a third pyramid is added: the platform pyramid. This pyramid
extends the realization dimension.
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Figure 70 Adding platform pyramid

Now that the overall framework is clear, the individual layers will be explained more in detail.

3.1. Business strategy layer
The business strategy layer is used to define the identity of an organization. The strategy will evolve
over time and is coupled to the long-term position of the company. Of course the strategy is focused
on service dominant business. This means that the strategy will focus on delivering value-in-use
instead of assets and it will be more defined in context of business networks. According to the
BASE/X framework, there are two design tools that can be followed to design the strategy:

-the complete strategy
-the pragmatic strategy

The complete strategy involves filling in the following canvas:

Market Relationships | Business Competences | Business Resources

Exogenous Value Acfors

. n‘.ll Contextually Individuated

Omzmm

Endogenous Collaboration Infrastructures

Bidirectional - Co-production

Service Flows

] . o L X
[ # Ethical Mutual Benefit E+B  Service integration

IT information Technologies

Flexible Drganizational

Boundaries Knowledge Sharing

Figure 71 Complete SD business strategy canvas
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The first thing a company must do is organizing the essential elements of an SD strategy by using the
three main components: Business Resources, Business Competence and Market Relationships. The
complete canvas consists of fifteen different elements, see Figure 71.

The complete strategy canvas can be too complicated for use in practice. Therefore, a company could
use the pragmatic canvas, see Figure 72. It is subdivided into three main topics: Value-in-use, service
Ecosystem and Collaboration Management. This canvas consists of only ten elements.

Whai ls ihe sxperenoe 5 How dio Wi inbarat
that we want io delives in with this customer?
B i b

Whal reta do v Wihat ars the
wand to play into tha anriching sarvices T

Wi ars the
wnriching partners®

d How do we mansgs our com Horw o we manage cur enriching
redatlonssipa? Fukation i T

Figure 72 pragmatic SD business strategy canvas

3.2. Business service layer

According to the BASE/X framework, the business service layer will be the next layer to define. The
bottom slice of the SD business sandwich contains the elementary business services. Here, the
business capabilities of an organization are formed. The business capabilities can be seen as the core
functionalities a business organization offers to its (commercial) context. A business capability can
rely on physical business resources, or can be completely digital. A business capability has an
internal realization process and defines the steps that have to be performed. The anatomy of a
business service can be seen in Figure 73.

Interface

Service Level

Agreement .
Business

Qual. of Serv. Busi Resource
Parameter 1 USINess

H Capability s
Qual. of Serv. Business

Parameter N Resource

Business Service
1
service world ! asset world

Figure 73 Business service anatomy
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Each business service consists of an elementary business capability of the organization and makes it
accessible through a business-level interface. The interface provides business-level access to a
specific aspect of the service. The business resources are subdivided into material resources and
human resources.

The service itself must be coupled to a service level agreement (SLA). An SLA specifies non-functional
behaviour of different functions of the service in terms of quality of service (QoS) parameters. An
important aspect of business services is the distinction of external and internal business services, or
in other words what an organization will do on its own and what needs to be outsourced. This

distinction can be made using the canvas in Figure 74.

mission critical
A

Differentiating

AV

fupowwod

Always external

—

non mission critical

Figure 74 Strategic partitioning tool for business service classification

In order for a company to determine the right service the criteria from Table 29 Criteria for service
determinationcan be used.

Class Mame Criterion If fails
Right Does the service fit in the context of | Redesign service
ig ) .
the defined business strategy?
context &Y
Why
Right Does the service transform the state | Delete as business
u:ugal of the customer perception of the service, consider as
g value-in-use? building block se rvice™®
Rieht Is the service easily combinable in Too large: split up service
sizge multiple service compositions? Too small: combine
services
What
Rieht lsnt there any functional overlap Re-scope service(s)
E with existing service(s)?
scope
Right Iz there a clear single actor (role) Split up service per actor
erforming the service?
actor P E
Who
Right Is there a single beneficiary (role) for | Split up service per
& . whom the service is performed? beneficiary
beneficiary
Right Is there a clear starting point in time | Scope service down to
stfrt for the execution of the service? delimited period
When
Right Is there a clear ending point in time Scope service down to
engd for the execution of the service? delimited period

Table 29 Criteria for service determination

In order to design a set of essential services, a company can use their strategy as a starting point.
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Figure 75 Example of Partial mapping of strategy to services

In order to make the services manageable, the BASE/X framework proposes an service catalogue. The
services must be grouped to their business service domains. An example of the service catalogue is
given in Figure 76.

Profiling Booking Optimizing

WEMEEE Optimize
Personal Book Flight Book Hotel P
Transport
Profile

Manage Book Optimize
Corporate Book Car Package L:mtinn
Profile Holiday

Generating Socializing

Generate (:enerate Poston Poston
Travel Guide )g::ir:nse Facebook Linkedin

BS

Generate Generate
Experience Virtual R RIECTE]
HE N Twitter Notification
Report Trip

Figure 76 example business service catalogue

3.3. Business model layer
Beginning with the business model layer means that the stable layer are already defined. Now, the
business models will be defined, which will be context-dependent, specialized operationalization’s of
the strategy. A lot of approaches exist for modeling these models, however these do not focus on the
service-dominant business. Therefore the BASE/X framework proposes a radar. In Figure 77, an
example of this radar is given. This tool specifies an operationalized value constellation.
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Figure 77 Service-dominant business model radar

A typical sequence of this design process is going from business strategy to business model using the
strategy-based, top-down sequence from table 26. In this radar the service is central, presented as
the core notion of a co-created value-in-use. Surrounding this service are two rings which consist of
service management (actor coproduction activity) and cost/benefit (actor cost/benefit) .

An important aspect in this layer is the consistency between different business models and between
the business model and the business strategy. The first consistency can be checked by combining
business radar diagrams of different business models. The consistency exists if overlapping business
models or business models with conflicting business networks are detected. The second consistency
can be checked by relating the concrete value-in-use of the business model to the abstract value-in-
use of the business strategy. The consistency exists if: the concrete value-in-use is not covered by
the abstract value-in-use or if the concrete value-in-use is covered by the abstract value-in-use, but
only fills a minimal space in this.

3.4. Services compositions layer

This last layer of the BASE/X framework provides the agile operationalization for business models.
Service compositions make complex functionality available to a market by comping a set of simpler
functionalities realized as services . in order to build service compositions, one must keep in mind
that there are two basic types: the process type and the mash-up type. The process type is typically
used for strictly sequenced business interactions in which the activities of multiple actors need to be
synchronized in time and information needs to be passed between these activities. In the process
type, there is an explicitly managed (and possibly complex) state of a service delivery, where the
management of the state is the responsibility (or even the added value) of the service orchestrator.
The mash-up type is typically used for free-form business interactions in which a single actor invokes
the functionalities of a number of other actors. In the mash-up type, there is an implicitly managed
(and usually simple) state of a service delivery, where the management of the state is the
responsibility of the service consumer (Grefen, 2013).

The basis of a service composition can be created by mapping key activities from the business model
radar to business services in a business service catalog. Once the list is complete, a company must
choose between the mash-up or process type composition.
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4. Sandwich in a BOAT

The last aspect that is described according to the BASE/X framework is the BOAT framework. The
BOAT framework is an framework for structured analysis and design of e-business scenarios, where
e-business is formulated as “ IT-enabled business, conducting core business activities in a way that is
enabled by the integrated use of information technology for processing and communication of
information (Grefen, 2010). The BOAT framework consists of four aspects: Business, Organization,
Architecture and Technology.

The business aspect describes the business goals of e-business and explains why a certain e-business
scenario exists and what should be reached. An example of a topic is access to new markets. The
organization continues on the business aspect and describes how organizations are structured and
connected to achieve the goals. Here the business processes, business functions and more are
described. The architecture aspect describes how automated systems support the involved
organizations in a conceptual way. The technology aspect describes the concrete ingredients from
information and communication technology, including software, languages, communication
protocols, and hardware where relevant that fulfils the description of the architecture.

These aspects show many similarities to the sandwich of the BASE/X framework and could therefore
be easily mapped into the pyramid, see Figure 78.

Figure 78 BOAT framework mapped to sandwich tri-pyramid

Although the business aspect does not distinguish a strategy aspect, it includes elements related to
the business strategy. Therefore this aspect can be mapped to the top two layers of the business
pyramid. The organization aspect describes how business models are implemented without
referencing technology and are therefore mapped to the bottom two layers of the business pyramid,
as well as the information system pyramid. The architecture aspect can easily be mapped to the
complete architecture pyramid of the sandwich approach. The technology aspect describes the
ingredients for information and communication and can therefore be mapped to the complete
platform pyramid of the sandwich approach.
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Appendix 4: Framework for Business capability modelling

The business capability provides a link between business architecture and IT architecture. Capabilities
can provide business with a common language. They can ensure that a firm will spend money to
ensure that a given capability is supporting the business. They serve as a starting point for strategic
planning, impact analysis, and change management. Capabilities also serve as a representation of the
business requirements that provide information for IT systems. Below the approach of Ulrich (2015)
for business capabilities into planning and executing a business/IT transformation program is
described. This approach is chosen because it is the only article in the business capabilities topic that
handles the business capability map.

Step 1: defining capabilities

First of all, the approach defines a capability as ‘a particular ability or capacity that a business may
possess or exchange to achieve a specific purpose or outcome’. According to Ulrich (2015)
capabilities can be decomposed into different levels. Level 1-3 focuses on planning, where level 4-6
focus on detailed business/ IT mapping. A capability is dependent on different factors of an
organization, see Figure 80. Resources include technology, funding and other assets of the firm.
Value streams depict how a business achieves value for an internal or external stakeholder and are
defined as an end-to-end collection of activities that focus on the result for a customer. A value-
stream begins with a stakeholder that triggers the first stage and ends when the product or service is
delivered back to the stakeholder. They decompose into business processes, see Figure 79.
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Figure 79 Example value stream
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Figure 80 Capabilities related to other aspects of a business

The use of business capabilities is a challenging process for management team. Therefore, Ulrich
(2015) established ten principles, see Table 30.

\ Capability principles

1. Capabilities define what a business does, not how a business does something.
2. Capabilities are nouns, not verbs.

3. Capabilities are defined in business terms, not technical terms.

4. Capabilities are stable, not volatile.
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5. Capabilities are not redundant.

6. There is one capability map for a business.

7. Capabilities map to, but are not the same as, a line of business, business unit, business process, or
value stream.

8. Capabilities have relationships to IT deployments and future-state IT architecture.

9. Automated capabilities are still business capabilities — not IT capabilities.

10. Capabilities are of most value when incorporated into a larger view of an enterprise’s ecosystem.

Table 30 Capability principles
Step 2: mapping business capabilities

Business capabilities create an overall picture by mapping them in a capability map. Introspective
analysis and decomposition are important aspects when building a capability map. Capabilities must
be decomposed in order to understand how a capability is defined and viewed. In Figure 81, you see
a three-level decomposition, where the level is used to describe the depth of the capability
decomposition.

Level 2:
Capability Groups

Level 3 ... n:
Business Capabilities

Figure 81 Three-level capability decomposition

The decomposition can go as far as six levels, where level 4 and 5 focus on SOA business services.
These levels are important when a business wants to align specific abilities between different lines of
businesses. An example of a capability decomposition is given in Figure 82.
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Vendor Information Management

vendor Information Addition |

Example of
Vendor Information Update | Capability Level 4
Decomposition

Vendor Information Deletion |

Vendor Contact Management

Vendor Contact Notification Example of
Capability Level 4
Decomposition

Vendor Contact Inguiry

Product Information Management
Product Request Management

Product Fulfillment Management

Figure 82 capability decomposition example (level 4)
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Step 3: breaking down the capability map

The different level 1 capabilities must be structured in different layers. Therefore, Ulrich (2015)
proposes three different groups: strategic, value-add and support. The strategic layer includes
capabilities that reflect executive priorities. The value-add layer includes capabilities that describe
what an enterprise does to ensure viability and thrive in the marketplace. The support layer includes
capabilities that represent certain abilities that a firm must have to work as a business. Ulrich (2015)
outlines ten rules that must be followed to build and validate a capability map, see Table 16. An
example of a services organization is given in Figure 83.

\ Rules for building and validating a capability map

1. Obtain an industry template if possible.

. Draft an organization-specific Level 1 capability map.
. Finalize Level 1 capability map.

. Publish the Level 1 capability map.

. Establish Level 2 capability decomposition priorities.
. Decompose Level 2 capabilities.

. Establish Level 3 capability decomposition priorities.
. Decompose Level 3 capabilities.

. Socialize and refine the capability map.

OloIN|O|U|B_|lWIN

10. Publish the capability map.

Table 31 Rules for building and validating a capability map

Strategic: Investment Money Marketing
Direction setting/ Management Management Management
executive-level S o

i ; ublic Policy overnment
decision making Management Relations Mgmt.
Value-Add: Customer Product Account
Core of who the Management Management Management
organization is/
how customers Distribution Agent Relations
view organization Channel Mgmt. Management

HR Procurement Legal

Su pport: Management Management Management
Expenses incurred
as result of being Accounting y IT
in business rEgement

Figure 83 Service organization level 1 capability map

ETSA, Inc.

Different patterns could be used when breaking down a capability map. For example, Grefen (2013)
uses the value chain of Porter to distinguish different functions or capabilities, see Figure 84. For
example the function marketing & sales compose of the e-business functions advertising,
negotiating, contracting, selling, and billing.
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Figure 84 Value chain model Porter

Step 4: incorporating capability into business architecture

Business architecture can be seen as a blueprint of the enterprise and is used to align strategic
objectives and tactical demands. Business-to-business and business-to-IT mappings provide the basis
for much of the analysis associated with business and IT transformation. Therefore it is important to
incorporate capabilities into the business architecture. This can be done by an organization-unit-to-
business capability mapping, see Figure 85. Such a mapping shows how different business units share
common capabilities. It is important to take into account that different business units might have
misaligned definitions for terms.
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Figure 85 Organization-unit-to-business capability mapping

Another aspect off the business architecture that is important is the value stream. The different
stages in a value-stream are expressed in verbs or nouns. Value streams enable capabilities that can
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be mapped to each stage of the value stream. How capabilities, value streams and business
processes can be mapped is shown in Figure 86. This mapping can be used for strategic planning,
funding allocation, deployment priority setting and management and initiative planning.

Capabilities
(Levels 1-3) Processes
(Levels 1-n)

+ Level 1 capability maps to value stream.
* Level 3 capability maps to value stream stage.
* Value stream stage maps to business process.

Value Stream

BTSA, Inc.
Figure 86 Capability, value stream, business process mapping
Step 5: business architecture knowledgebase

The business architecture knowledgebase formalizes how information about the business is stored,
related and viewed. This can include capabilities, value streams, information assets, organizational
structure, project initiatives, customers and partners, and related IT assets. The knowledgebase can
be stored in a database or various architecture tool providers, like MEGA or Troux. The use of
knowledgebase enables business architecture teams to increase analysis efforts as they incorporate
more concepts, additional business units, and required levels of granularity.

Step 6: incorporating capabilities into enterprise architecture

Business capabilities provide an important link between requirements and IT solutions of all the
domains of an enterprise architecture. Business capabilities are a primary deliverable of the business
architecture, see figure 26. The capabilities and value stages can be implemented by the processes.
The typical architecture domains can be found at the top of the figure: business, information,
application, and technology. Capabilities require information and processes. The operational
resources consist of exist applications, legacy, and COTS systems, like CRM and ERP. Integrated
services provide the integration between existing applications. The SOA business and information
services provide high-level business functionality for the enterprise or in other words a virtual
implementation of related business operations. The business processes consists of series of
operations that are executed, for example initiate a new employee. The arrows in Figure 87 show
the links between the capabilities. The link between capabilities and enterprise architecture need to
be done by linking the capabilities with applications and data sources via business services.
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Step 6 concludes the approach of Ulrich (2015). A combination of the BASE/X framework and the
approach of Ulrich will form the theoretical framework, combined by the findings of the as-is analysis
of chapter two. This framework will be tested at DLL.
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Appendix 5: Questionnaires
Questionnaire “Business Capability Map”

This questionnaire is part of a research on the process of business capability mapping at DLL,
Eindhoven. The aim of this research is to identify the process towards a business capability
map for two business lines at DLL: leasing and mobility solutions. The research is conducted
in the context of a graduation program in the department of Industrial Engineering and
Innovation Sciences at Eindhoven University of Technology.

The questionnaire contains questions regarding the actions and documents used in order to

develop the business capability map:

Project details Business Capability Map

The questions in this section concern the details of the business capability mapping process.

Person details:

What is your name?

Hans Tonneijk

What is your highest education qualification?

Havo

What is your functional background?

Several roles within IT, started as junior
Cobol developer

What is your function at DLL?

Enterprise Architect

How long do you fulfill this function at DLL?

About 4 years as EA, before that 10 year as
solution architect

What is the name of the business line you are
working for?

I’'m working as EA for DLL Corporate IT with
a focus on Mobility Solutions

Overall process:

When did you started with the business
capability mapping?

Within EA we started to create a Business
Capability map early 2015. However this
map is based on the Enterprise Big Picture
that is dominant integrated in the IT
Strategy, as established in 2013.

When do you expect to finish this process?

Level 1 and 2 capabilities are finished, for
Mobility Solutions we are now working on
the detailing of the next levels. | expect this
activity to be finished early September.

How far do you think you are right now at the
process expressed in percentages?

Processes at lower level are available, |
expect them to be complete and valid for
85%.

Can you give an estimation on the total hours
that are needed to complete the process?

That would be more a guestimation, but
based on available process descriptions
and following a bottom-up approach |
expect about 40-80 hours to complete the
archimate diagrams.

According to you, what would be the goal for
building such a business capability map?

Get a clear overview of capabilities and the
overlap of them between LoB's.
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According to you, what would be the benefits
for building such a business capability map?

Enabling flexibility,agility and re-usability in
the current rigid landscape.

How many persons are working on the
business capability map?

At this time all EA’s are expected to
document their domain, that’s 9 people in
total.

Where will this business capability map be
used for?

Optimization, Servitization and
Rationalization of the current IT landscape.

Did you use any documents to guide the
process?

Yes, available documents as available from
other activities. For example the process
diagrams.

Could you tell in a few sentences how the
process towards a business capability map
proceeds?

Quite difficult due to other project and
operational activities and priorities.

Business capabilities:

What documents did you use to help define
the business capabilities?

Available documents from other initiatives
(2BE), the documents as already available
from the LoB Leasing (big picture).

What software programs do you use to map
the business capabilities?

Abacus

What kind of structure or framework is used
to map the business capabilities

Archimate, in the future combined with
TOGAF, especially the ADM cycle of TAGAF.

Did you use strategy documents of the
company to define the business capabilities, if
yes how?

Yes, IT Strategy, DLL strategic framework
and the MTP of MS.

How will the business capabilities help with
the information system architecture?

It will enable activities for Optimization,
Servitization and Rationalization of the
current IT landscape. It will also help to
identify impact of specific projects.

What is the most difficult aspect of defining
the business capabilities?

To keep them general and keep the
detailing to the lower levels.

Do you have any additional suggestions for
defining business capabilities?

Do you have any additional suggestions for
mapping business capabilities?

It will be interesting to see the similarities
and differences between LoB’s.

Business processes:

What documents did you use to help define
the business processes?

Available documents from other initiatives
(2BE), the documents as already available
from the LoB Leasing (big picture).

What software programs do you use to map
the business processes?

Abacus, in the past ARIS and BWise.

How are the business processes and business
capabilities related to each other?

Business Processes are using Business
Capabilties  (or  Business  Functions
according Archimate).

Are the business processes defined before or
after the business capabilities?

Depends, for Mobility the processes are
already available before the
capabilities/functions.

How will the business processes help with the
information system architecture?

On a similar way as Business Capabilities
will help.
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Do you have any additional suggestions for
defining business processes?

Questionnaire “Business Capability Map”

This questionnaire is part of a research on the process of business capability mapping at DLL,
Eindhoven. The aim of this research is to identify the process towards a business capability
map for two business lines at DLL: leasing and mobility solutions. The research is conducted
in the context of a graduation program in the department of Industrial Engineering and
Innovation Sciences at Eindhoven University of Technology.

The questionnaire contains questions regarding the actions and documents used in order to

develop the business capability map:

Project details Business Capability Map

The questions in this section concern the details of the business capability mapping process.

Person details:

What is your name?

John van de Voorde

What is your highest education qualification?

TUE Mechanical Engineering

What is your functional background?

IT, Enterprise Architecture

What is your function at DLL?

Enterprise Architect

How long do you fulfill this function at DLL?

9 years

What is the name of the business line you are
working for?

My focus area is Leasing

Overall process:

When did you started with the business
capability mapping?

January 2015

When do you expect to finish this process?

Don’t know yet, depends on priorities.

How far do you think you are right now at the
process expressed in percentages?

50%

Can you give an estimation on the total hours
that are needed to complete the process?

800 hours

According to you, what would be the goal for
building such a business capability map?

Common understanding of what capability
belongs where.

According to you, what would be the benefits
for building such a business capability map?

Common language instead of jumping into
IT application landscape.

How many persons are working on the
business capability map?

Most of the EA team, 8 people.

Where will this business capability map be
used for?

Ownership, framework for design of
processes and applications.

Did you use any documents to guide the
process?

Our current Enterprise BIG Picture,
organization structure, process designs.

Could you tell in a few sentences how the
process towards a business capability map

Top down design, first level 1, then 2, then
3. Prioritization, so not all at the same time.
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proceeds?

Collaborative sessions with the team,
sessions with business stakeholders to
review.

Business capabilities:

What documents did you use to help define
the business capabilities?

Enterprise BIG Picture, process designs,
experiences with defining BIG Pictures
and setting standards for building
blocks.

What software programs do you use to map
the business capabilities?

Started with Powerpoint and homegrown
system, now Abacus.

What kind of structure or framework is used
to map the business capabilities

Archimate as language, no external
reference framework used.

Did you use strategy documents of the
company to define the business capabilities, if
yes how?

Not explicit, but Mid Term Plan and
assessment of IT approach in the past led to
a “back in the box” principle in the new IT
strategy.

How will the business capabilities help with
the information system architecture?

It makes it explicit “what” the IT
architecture needs to provide.

What is the most difficult aspect of defining
the business capabilities?

The logical partitioning and level of details.
How does capability relate vs. process.
Non functional capabilities.

How will the business capabilities help with
the information system architecture?

Do you have any additional suggestions for
defining business capabilities?

Start small

Do you have any additional suggestions for
mapping business capabilities?

Business processes:

What documents did you use to help define
the business processes?

Process design/flows/functional
designs/meetings

What software programs do you use to map
the business processes?

The organization uses BWise, Visio, Work,
Powerpoint. We use Abacus to capture
the value chain.

How are the business processes and business
capabilities related to each other?

Value chains use services of other
capabilities via business services.

Are the business processes defined before or
after the business capabilities?

We started with business capabilities but
we did have business processes as well.

How will the business processes help with the
information system architecture?

They provide insight in the nature of the
capability and possible IT architectures
that may support the process.

Do you have any additional suggestions for
defining business processes?
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Appendix 6: Industry templates

Contract management:

e Authoring and negotiation

e Baseline management

e Commitment management

e Communication management.

e Contract visibility and awareness
e Document management

e Growth (for Sales-side contracts)

Asset Management

Investment Operations Cerporate Management Investment Management
Management HR Management

Procurement Management

Figure 88 Industry template asset management

Program management:

Distribution Management

is the process of managing several related projects, often with the intention of improving an
organization's performance. In practice and in its aims it is often closely related to systems

engineering and industrial engineering.

« financial management;

e risk management;

e contract management;

« change management;

« relationship management;
 strategic management;

e project management; and
« influencing skills.
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Application Architecture|] EA Methodology Standards Mgmt

EA Operational Model

cture Guidance
Team Architectur
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Community

Management
Architecture Change
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= Solution Selection
Business Optimization

Solution Selection
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Emerging Technology
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Architecture Ri
EA Comp
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Figure 89 Industry template enterprise architecture

Managing IT like a Business
‘Accounting and Allocation

Business Planning

Budget

Figure 90 Industry template CMF

Strategic Capabilities

ledge Creation

Knowledge Transfer

Innavation

Glebal Citizenship

Managing the IT Budget

Budget Management

ersight and Performal

lic Planning and Prioritization

IT - CMF
Managing the IT C:
Capability / nent and Management
Enterprise Architecture Management
Knowledge Asset Management
People Asset Management
ramme and Project Management
Rela

Management

Research Development and Engineering

Funding and Finance

Service Provisioning
Solution Del
Supplier Management

Technical Infrastructure Management

University of Washington
Senvice Capabilities Community-Facing Capabilifies

[y Y —

HR
Relationship Management
Asset Management
Revenues & Funds Management
T
Marketing & External Affairs
Contract Management

Figure 91 Industry template University of Washington
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Microscft - Banking
Generate Demand

Marketing

Sales.

Figure 92 Industry template banking

Financial Institution

Risk Control Financial Control
Risk Appetite & Limit  Finance Data
Setting

Profit & Loss and

e |

Trading and
Market Making
Pre-Trade Governance
External Validation _
Order Managemes N
Collateral & Margin -_
B - -=
Trade re &
i Captu Capital Mgmt
Lifecycle Mgmt GOES (Group
al lanning

Control and unding / MM Mgmt
Regulatory Suppert Fin rm—

Figure 93 Industry template financial institution

Business Capability Map of a Financial Institution

Sales & Relshp. Mgmt

Product, Client & Trade Support
Trading Support

PB Specific Services

Strategy & Governance
[ Tier 1: Supparted by IT Domains
I Tierz-c ies i Tier 1
[ wotin focus

Figure 94 Industry template financial institution
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Appendix 7: summary BISA

Introduction

This summary is based on the information of the course business information systems architecture
(1BM41). This course handles the structure of computerized systems that underlie the operation of
any complex modern organization. It focuses on the structuring perspective; how to analyze and
design complex architectures. The main theme of the course is to map business requirements to
corporate information systems (CIS) structures.

Corporate information systems can be seen as a high-level blueprint of that system that helps
understand its internal structure and it consists of hundreds of individual systems. The architecture
of such a system defines that system in terms of functional components and relations between those
components, from the viewpoints of specific aspects of that system, possibly organized into multiple
levels, and based on specific structuring principles. It brings structure into the design of the structure.
This can be product or process oriented, see Figure 95.

refers fo
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Modeling
Rules
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Design
Indications
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Guidelines
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Figure 95 The two faces of architecture

The role of an IS architect is to understand end user requirements (functional and non-functional), to
design abstract structures of complex software and hardware systems, to instruct software and
hardware engineers for realizing systems, and to oversee the entire realization process and to
communicate between stakeholders. The architecture can be used in five different sub disciplines:

VLSI architecture: VLSI (Very Large Scale Integration) is the term for complex computer chips, such as
processor chips or memory chips.

Computer architecture: describes the abstract structure of computer systems, such as PCs, or file
servers. Chips and basic devices are the elements and it is mainly about hardware.

Software architecture: is concerned with the structure of complex computer programs (software),
such as operating systems or application systems.

IS architecture: is about the structure of complete information systems. Elements are mainly
software modules, but elements from the software context may be taken into account too, like
elements from the (business) organization the software is embedded in.

CIS architecture: describe the structure of complete corporate information systems or inter-
organizational information systems that are used in e-business. Here the elements are information
systems.

1. Aspects of architectures
An aspect can be seen as a specific way to look at an architecture. An architecture can be seen from
different aspects or views. According to Grefen (2015), there are two views: the 5-aspect model of
Truyens and the 4+1 aspect model of Kruchten.
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The 5-aspect model of Truyens:

This  model describes an IS in five different aspects, see  Figure 96.

Figure 96 The 5-aspect model of Truyens

The data aspect describes the organization of the data in an information system, typically in terms of
data structure diagrams or specifications.

The system aspect specifies the structure of the software of the information system under
consideration, i.e. being designed or analyzed. This can also be referred to as the application logic
structure.

The configuration aspect described the structure of the platform used by the information system
under consideration, i.e., the software (and possibly hardware) that the application logic relies on.
Examples here are operating systems and database systems.

The communication aspect specifies how the information system communicates with other
information systems by defining the communication topologies, the messages passed and possibly
the protocols used for message passing.

The organization aspect finally describes how the information system under consideration is
embedded into an organization for its design, implementation and maintenance.

The kruchten 4+1 aspect framework:
in this framework, the IS is shown in 5 different views, see Figure 97.

The logical view specifies the object/module models of the design, i.e., the structure of the
application logic in abstract terms.

The process view specifies the concurrency and synchronization aspects of the software design, i.e.,
the way objects or modules in the logical view dynamically collaborate in parallel.

The physical view describes the mapping of software onto hardware, thereby reflecting the
distribution aspect (what runs where?).

The development view specifies the organization of the software in development environment, i.e.,
the way the software development is supported.

Each view has its own stakeholder and main concerns.

The scenarios describe a few selected use cases that illustrate the four basic views. The scenarios
make things concrete and provide a basis for discussions between the various groups of stake
holders in the architecture design or analysis.
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Figure 97 4+1 aspect framework from Kruchten

In this course, the 5-aspect model of Truyens is recommended.

2. Levels of architecture
An architecture can have various dimensions and levels. Grefen (2015), defines three different
subdivisions:

eAggregation dimension: this determines the number of components in a IS. The number of
aggregation is determined by the type of architecture, see Figure 98.

Figure 98 Level 1 & level 2 aggregation

eAbstraction dimension: this determines how abstract (without specific choices) or concrete
(everything specifically chosen) the description of the architecture must be, see Figure 99.
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Figure 99 Abstraction level 3 & level 4

eRealization dimension determines what the system means. The distinction is made using the BOAT
framework:

Business (B): the business level describes the business goals of an information system. As such it
answers the question why a specific information system exists or should exist or what should be
reached. Topics can be leverage of efficiency levels, support new business functions, etcetera. How
things are done is not of interest at this level.

Organization (0): the organization level describes how organizations are structured to achieve the
goals defined at the B level. Organization structures and business processes are main ingredients
here — automated systems are not yet in scope in this level. The O level is closely linked to the
concept of enterprise architecture

Architecture (A): the architecture level covers the conceptual software structure (software
architecture) of automated information systems required to make the organizations defined at the O
level work. As such, it describes how automated systems support the involved organizations.
Technology (T): the technology level describes the technological realization of the systems of which
the architecture is specified at the A level. The T level covers the concrete ingredients from
information and communication technology, possibly including hardware, software, languages and
protocols.

These four dimensions can be combined and create a four dimensional design space, see Figure 100.
By choosing different design steps, the specification of a concrete, detailed, IT-oriented architecture
is formed. The four dimensions can be transformed into a design cube. By following the path in the
cube, a modelling path is created. In this example, first two realization steps are made, then three
refinement steps along the aggregation dimension, followed by a third realization step, and finally
two concretization steps are made in the abstraction dimension. Instead of using the realization
dimension, the aspects of Kruchten can be used as well.
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Figure 100 The four dimension combined Figure 101 Example path of the design cube
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3. Styles for architectures
An architecture style is a generally recognized overall approach describing the overall structure of
an architecture (and the process of architecting). According to Grefen (2015), there are four different
structure styles: monolithic, layered, columned, and component-oriented, see Figure 102.

Monolithic Layered

oS

Columned Component-Oriented

Figure 102 Four structure styles

Monolithic: the monolithic style uses a black-box approach: all functionality is included in one
monolith and hence there is a complete absence of explicit structure.

Layered: the layered style defines structure by organizing functionality into several layers of
functional abstraction.

Columned: the columned style defines structure by organizing functionality into several functional
‘sub-areas’ (the columns) at the same level of functional abstraction.

Component-Oriented: the component-oriented style defines structure by grouping coherent
application functionality into components with explicit interfaces.

4. Patterns for architectures
An architecture pattern is a generally recognized recurring (sub)structure that is used to describe
part of the overall structure of an architecture. This substructure can be seen as building blocks and
can be reused. It is commonly used in the software aspect. An overview of all the patterns is given in
Figure 103. It contains 12 patterns, divided in five pattern classes.

Independ.
Compons.

Commun. Event

Processes S Repository Interpreter

Explicit
Invocation

Pipes & Batch

Figure 103 Overview patterns

Only the four patterns to connect architecture components are explained: direct invocation, file
transfer, shared database and shared bus, see Figure 104.

116



Direct Invocation pattem

BEA - B

Flle transfer pattem

= Description: = Description:
remaote procedure file transfer betwesan
invocation between modules

modules . ication:
lication: offiine (batch-wise,
direct (synchronouws) asynchromous) 1-to-n
one-to-one module madule coupling
coupling = Requirements:
= Regquirements: predefined file
modules active structure
simultanecushy
Shared database pattem E Bus pattem
= Description: ) ] = Description:
data transfer via i data transfer via bus

shared database

_ = Application;

* Spplication: direct (synchronous)
fiexible asynchronous ;
n-to-m module flexible m-to-n
coupling module coupling
existence of existence off
predefined shared standardized bus,
database, transaction modules active
managemsant simultanecushy

Figure 104 Four patterns

5. Reference architectures

A reference architecture is a general design (abstract blueprint) of (system) structure for a specific
class of information systems and is elaborated (detailed, extended, parameterized) for a specific
situation to obtain a concrete architecture. They describe certain aspects of CIS, for example data
management, and process management. There are two different reference architectures: one for
individual systems and one for enterprise integration:

Reference architectures for individual systems describe the structure of a single information system.
An example is the WfMC reference architecture for workflow management, see Figure 105. This
reference architecture provides an elaboration along the aggregation dimension and it elaborates
the internal structure of the main components of the top level model.
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Figure 105 WfMC reference architecture

Reference architectures for enterprise integration focuses on interoperability issues between
systems that provide specific functionality. They describe structures related to the use of software
technology designed for accommodating interoperability. An example is the object management
architecture (OMA), defined by the object management group (OMG), see Figure 106. The OMA
reference architecture describes that in a complex, object-oriented software environment, software
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modules (objects) are to be divided into three main classes. The Object Services class provides
modules with low-level, general functionality. The Common Facilities class provides modules with
high-level, general functionality. The Application Objects class contains the modules with application-
specific functionality. All modules interact using a software infrastructure called the Object Request
Broker (ORB).

Object Request Broker

Figure 106 Basic object management architecture

6. Architecture specification techniques
In order to specify architecture models, modelling techniques can help. Two modelling techniques
will be discussed: UML and Archimate.

Unified modelling language (UML) is designed to provide a standard way to visualize the design of a
system and can be used in various aggregation levels. It uses many types of diagrams, divided into
two categories: structure diagrams and behaviour diagrams. Structure diagrams describe static
structures of systems. Examples of structure diagrams are class diagrams, component diagrams,
object diagrams, and package diagrams. Behaviour diagrams describe how systems dynamically
behave. This category includes diagrams like use case diagrams, activity diagrams, and sequence
diagrams.

Archimate is an enterprise architecture specification technique and offers a common language for
describing the construction and operation of business processes, organizational structures,
information flows, IT systems, and technical infrastructure. services play a central role in the
relationships between aspects. Services are organized in three main layers: business layer,
application layer, and technology layer. The business layer contains products and services offered to
external parties, realized by business processes. The application layer contains the application
services that support the business layer. These application services are realized by software
components. The technology layer contains infrastructural services required to run the application
services.

7. Architecture design methods
Design methods give standardized descriptions of architecture design processes and specify the steps
to take, the documents to produce in each step and the stakeholder to involve in each step. Below,
two methods are explained: TOGAF and COMET.

The open group architecture forum (TOGAF) is a high-level approach to architecture design and uses
four levels of models: business, application, data, and technology. It relies heavily on modularization,
standardization, and already existing, proven technologies and products.

Component and model-based development methodology (COMET) is a use case-driven, model-
focused approach for developing and maintaining software products product families. It uses UML-
based specification techniques. It also uses four types of models: business, requirements,
architecture and platform specific models.
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8. Layers and Platforms
Applications are IS that support specific business functions and make use of functions of

infrastructures. Infrastructures are IS that provide general-purpose functionality that can be used
across business functions, usually to support applications. The infrastructure layer uses functionality
of operating system software, which again uses hardware functions. In layered architectures like the
one shown in Figure 53, we often use the concept of platform. A platform for a specific layer is the
functionality offered by the layers beneath that specific layer. For example, the platform for the
infrastructure software in Figure 107is the combination of operating system and underlying

hardware.

Figure 107 Application and infrastructure layers in context

In order to identify the elements of an application layer, a business model framework can be used,
for example Porter’s framework, see Figure 108. The vertical columns are primary functions, where
the horizontal columns are secondary functions.
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Figure 108 Adapted version of Porter's value chain model

the infrastructure layer contains the main supportive elements of a business information system and
the connections between these. Here, the elements are defined by a general support functionality
classification. There is no framework to help determine the elements. However, there are three
classification of support functions: business data management, business process management, and
system interoperability support. An example of a simple infrastructure layer structure is shown in

Figure 109.

119



OLTP OLAP
DBMS DBMS

BPMS

Figure 109 Infrastructure layer structure

9. Data-oriented systems

Database management technology is infrastructure system technology used to manage large sets of
(business data). The technology is available as a COTS solution in the form of a database
management system (DBMS). The internal architecture of such a system can be seen in Figure 110.
The application interface modules provides the interface to application modules, i.e., software
modules in the application layer of an IS or CIS architecture. Through the application interface,
application modules can pass their commands to the DBMS — for example to store or to retrieve
specified data. The query translation module translates commands from the external, application-
oriented format to the internal, processing-oriented format. The query optimization module
transforms a command such that it can be efficiently processed by the underlying layers — this
relieves the applications from the burden to be aware of the internal processing mechanisms of the
DBMS. The query processing module oversees the execution of commands. The actual execution of
commands (or parts thereof), i.e. the low-level operations against the databases managed by the
DBMS, is performed by the data management module. The transaction management module
orchestrates the concurrent execution of multiple commands from various applications (Grefen,
2015).

Application Interface

Query Translation

Transact. Wngomt

Data Management
.-"'-FFFF T

Figure 110 Architecture of a DBMS

The data processing occurs in two different fashions: transaction processing (OLTP) and data
warehouse processing (OLAP). In table 8, the difference between the two are given.

transaction processing (OLTP) warehouse processing (OLAP)

Information Operational information Management information
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Usage Used by administrative staff Used by decision makers

database Standalone database Integrated view
Frequency of transactions Very high low

Amount of data queried small Very large
Amount of data updated small None / large
Duration of transactions Small Long

Quality requirements Perfect good

Table 32 Differences OLTP vs OLAP

10. Process-oriented systems

Business process management technology or workflow management technology is information
technology to manage the design and execution of complex, well-specified business processes that
are typically performed by many actors in large organizations. Comparable to DBMSs for data
management, the technology is available in COTS form as business process management systems
(BPMSs) or workflow management systems (WFMSs). BPMS or WFMS can both be used as reference
architecture, see figure 57.

AS A5 AS A5
1 3 4

Figure 111 BPMS as architecture

11. Middleware

In a CIS, different programs do not always work together properly. Middleware is defined as General-
purpose software, defined by an API, that facilitates application elements to interoperate at a logical
level, be distributed across multiple systems, or ported to another platform, despite differences in
underlying communication protocols, operating systems, or other basic services. Middleware is
designed to facilitate interoperability between different programs or software modules. There are
four different types: function-oriented middleware, message-oriented middleware, object-oriented
middleware, service-oriented middleware.

Function-oriented middleware:

Function-oriented middleware interoperable by supporting program-to-program function invocation,
for example by remote procedure call (RPC) mechanisms. Using an RPC mechanism, one program can
synchronously invoke a function that is implemented in another program that may be running on a
different platform, see Figure 112.

Program A Program B
Function A1 Function B1

Function A2 Function B2

Figure 112 Using RPC
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Message-oriented middleware:

Message-oriented middleware is program-to-program communication middleware that relies on the
exchange of messages. It makes sure that message processing can be fully automatic by
asynchronous message passing. Message-oriented middleware ensures that every sent message is
delivered exactly once and not lost, every messages are delivered to a recipient in the same order as
they were sent by the sender and messages are delivered within a certain timeframe.

Object-oriented middleware:

Object-oriented middleware supports object-to-object method invocation in a system based on a
distributed object architecture (DOA). This means that this class of middleware takes a component-
oriented architecture style as a starting point. The middleware software allows objects to easily
communicate with each other despite differences between them with respect to implementation
characteristics, underlying platform, technical or geographical location, and technical interconnection
between their underlying platforms (Grefen, 2015). The main standard that is used is CORBA. The
CORBA specification is part of the OMA specification, which are both standards by the OMG. It can be
seen as an advanced remote object interaction mechanism that identifies, locates, and accesses
objects. It offers dynamic interfaces, interface repository, platform transparency, and location
transparency.

Service-oriented middleware:

Service-oriented middleware is comparable to object-oriented middleware, but follows the more
recent service-oriented paradigm for architecture. In service-oriented architecture (SOA), takes
business services as the main building blocks. The Web Service paradigm is regarded as the standard
paradigm for the realization of distributed information systems that use the Internet (and intranet)
as communication infrastructure. Using the Web Service paradigm implies using the Web Service
(WS) technology stack. This technology stack defines a number of related standard languages and
protocols for communication and synchronization in a service-oriented context, see Figure 113.
Below the languages are explained.

Figure 113 web services technology stack

XML: The eXtensible Markup Language is a tag-based (hence markup) meta-language to define other
languages (hence extensible) in the context of the Web.

HTTP: The HyperText Transfer Protocol is the basic protocol for transferring messages via the Web
using URLs (Uniform Resource Locators).

SOAP: The Simple Object Access Protocol is a communication protocol allowing objects to access
each other, using HTTP and XML as its underlying standards.
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WSDL: The Web Service Definition Language is a language to describe the interface of Web Services,
i.e., the way functionality of components can be accessed.

BPEL: The Business Process Execution Language is a language to specify business processes in terms
of Web Services; as such, it can be seen as a language to specify the control flow of a business
process in which the activities (steps) are specified as Web Services.

WS-C/WS-T: The WS Coordination and WS Transaction standards specify standards to coordinate the
distributed execution of related Web Services, i.e., ensure that a set of Web Services has a consistent
behaviour.

UDDI: Universal Description, Discovery and Integration is a standard for platform-independent,
Extensible Mark-up Language (XML)-based registries (brokers) by which businesses worldwide can
list themselves on the Internet, and a mechanism to register and locate web service applications.
WS-Agreement: WS-Agreement is a standard for specifying agreements (such as service level
agreements) between parties collaborating through Web Services.

WS-Security: WS-Security is a standard for specifying security requirements to Web Service
infrastructures.

The most common form of service-oriented middleware is an Enterprise Service Bus (ESB), which is a
communications broker that connects services in the context of a corporate information system, see
Figure 114,
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Figure 114 ESB in CIS
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