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a Smarter Planet

Gilbert G. Lenssen and N. Craig Smith

Sometime in 2000-2001, IBM decided that companies from emerging countries
would be much better placed to produce and market hardware and that it needed to
move up the value chain by developing and offering more technology applications
and develop the consulting capability to help clients with applications. Less focus
on technology as such, and more on the enabling potentials of technology was the
idea. As a result, it sold its PC business to Lenovo in 2004. The recent $2,1b sale of
the server business to Lenovo completed this process.

In 2002, IBM acquired the consulting arm of PWC in order to buy in consulting
knowledge and capabilities, despite its previous reliance on continuous learning and
in house capability development. However, the integration of PWC consulting into
IBM was not achieved without major difficulties and took many years.!

In 2008, the IBM Smarter Planet Strategy was launched in the midst of the melt-
down of the financial crisis. It was a bold statement of hope in those dark days. It
asserted that the world can be a better place with the smart use of technology and
IBM would be able to provide the consulting, the software and the management
systems for addressing some of the world’s most pressing challenges. Addressing
sustainable development was immediately one of the key objectives.

'IBM managers in Gilbert Lenssen’s classes have testified that it took more than 10 years to over-
come cultural differences.

This chapter served as the basis for “Finding Profit in Creating a Smarter Planet,” published in
INSEAD Knowledge, March 2016.
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The vision is explained in a 2010 presentation from Rich Lechner, IBM VP
Energy and Environment, which follows.? He is obviously is a business leader with
an acute awareness of the business potential of sustainability and a clear under-
standing of the societal relevance. A clear sense of purpose around making the
planet a better place is embedded throughout the presentation.

It might seem obvious or common sense, yet it has been a huge success. This is
notwithstanding the fact that companies find it generally very difficult to embark on
and succeed in major business model transformations, especially in the field of sus-
tainable development where risks are high and outcomes unsure.

Rich Lechner
Vice President, Energy & Environment
July 14, 2010

Let’s Build a Smarter Planet
Enabling Sustainability

The need for progress is clear

Kilowatt-hours wasted each year by consumers due to
insufficient power usage information.

50% water loss

Impact to many municipalities’ water supply through
leaky infrastructure.

3.7 billion lost hours
2.3 billion gallons of gas

Annual impact of congested roadways in the U.S. alone

*Please find the ppt: http://globalforum.items-int.com/gf/gf-content/uploads/2014/04/Global _
Forum_-_IBM_Richard_Lechner_Sustainability.pdf


http://globalforum.items-int.com/gf/gf-content/uploads/2014/04/Global_Forum_-_IBM_Richard_Lechner_Sustainability.pdf
http://globalforum.items-int.com/gf/gf-content/uploads/2014/04/Global_Forum_-_IBM_Richard_Lechner_Sustainability.pdf
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Something profound is happening

Our world is becoming

Our world is becoming

g Virtually all things, processes and ways
"'g’ of working are becoming

Let's planet

The benefits can be substantial

Smart Grid Project: Pacific Northwest National Laboratory
Consumers saved an average of 10% on their electricity bills.

20 million gallons saved

Smart Water: IBM Burlington chip manufacturing
Resulted in $3 million annual savings

20% reduction in traffic

Smart Traffic System: Stockholm, Sweden

Emissions lowered by 12%, public transport usage
increased by 40,000

ot

ganizations are focused on achieving

Operational sustainability

Environmental sustainability

551



552 G. G. Lenssen and N. C. Smith

IBM is working with organizations worldwide to leverage

wsih’

Business Analytics &
Optimization

Deep Indu
Insight

planet

In order to build sustainable

Instrumented, interconnected, and enabled by intelligent energy management.

Operations

Accounting for the environmental and social impacts of doing business.

Systems

Optimized at macro level -utility grid, transportation system, water infrastructure|

Let's build a smarter planet

An infrastructure that is green can lower cost, improve efficiency
and reduce environmental impact across all assets

1P phones
Servers.

Vehicles

fing
Systems

OTHER ASSETS
REAL ESTATE &
INFORMATION

TECHNOLOGY FACILITIES




Letsbuid a smi
Sustainable operations optimize for energy, carbon, and water
across all aspects of the business and value chain

Governance & Strategy
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Business Process Management

Product & Supplier Management

Distribution & Logistics Management

Workforce & Stakeholder Management

Cost take out cost and
improved efficiency of IT
and other infrastructure.

Designed and built new
energy efficient scalable
modular data center, reducing
electrical usage by up to
40%. The new data center
extended their environmental
strategy to include their IT
infrastructure.

Designing new hybrid
isystems that can reduce fuel
iconsumption in urban
delivery vehicles up to 70%.

P
T-N 5

Developed a hybrid hydraulic
powertrain system for UPS. If
half of all urban delivery
vehicles in the U.S. used this
type of technology, we could
save more than $1.5 billion
annually in fuel cost, and
reduce CO2 emissions by 8m
metric tons.

Integration of energy and
asset management to lower
operating cost.

Converged 23 systems to
single IP network. Integrated
JCI Metasys with IBM Maximo.
Saved $1M in building costs
and $350K/yr in combined
operating costs.

Consolidating distribution
centers to reduce
emissions by 15% and
fuel costs by 25%.

After analyzing its operations
across product development,
sourcing, production,
warehousing and distribution,
the Chinese shipping giant
consolidated its distribution
centers from 100 to 40 to
prevent 100,000 tons of

) \emissions each year.

Eliminating waste
emissions into the bay and
improving operations

New insight into physical
infrastructure and
maintenance operations
has led to an 11%
improvement in the ratio of
preventive to corrective
maintenance across 3000
miles of pipeline.

Lowering congestion and
carbon emissions by
influencing traffic patterns
on a city scale.

Developing one of the world’s
most sophisticated, smart
transportation systems
leveraging road pricing;
integrated fare management;
and deep analytics to predict
and avoid traffic congestion up|
to an hour in advance with
85% accuracy.

)
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Let's build a smarter planet

70 million euro, five-year
plan to design and deliver
a nationwide Smart Grid
implementation

End-to-end electricity and
water smart utility system will
completely transform the
relationship between Maltese
consumers and utilities
suppliers, while enabling
more efficient consumption of

Used statistical modeling
to determine energy usage
and calculate CO?
reductions.

Plans to decrease carbon
emissions by more than
2,000 metric tons of CO? per
year, and cut ICT energy
costs by more than 30
percent—roughly
US$500,000 in operational

Integrated view of energy
management reduces
energy costs and the
city’s overall carbon
footprint

Monitoring and alerting
system connected to city
management and
consumers via the Internet
lets consumers know about
water waste and enables
them to take corrective
measures.

energy and water. savings annually.

15

Smart Projects

By tapping into and interconnecting with new (often global) production systems
and workforces, the Smarter Planet Strategy helps companies gain deep industry
insight, giving them the competitive advantage of being able to identify opportuni-
ties not previously visible, and the capability to transform the way things are done.

Along with business potential, this increased knowledge opens the way for
organisations to link sustainability to the purpose of their business, to integrate it
into their strategy and, in the process, help change the world.

The possibilities are endless. According to IBM, smarter use of technology opens
the way for smarter law enforcement, smarter water and sewer systems, smarter
government services, smarter transportation and smarter operations centres.

Some of the strategy’s flagship examples include working with Stockholm city
authorities to design and implement a congestion-management system substantially
reducing traffic build-up, vehicle emissions and encouraging greater use of public
transport; and helping Syracuse University’s Green Data Centre halve the energy
requirements of standard data centres, using advanced techniques in building design,
energy generation, cooling technology and IT systems.

Meanwhile in rural Louisiana, a Smarter Planet telemedicine initiative has helped
provide advanced healthcare to patients with limited access to services, by creating
a portal allowing doctors to record and share test results and vital signs, aiming for
faster and more accurate diagnosis.?

In each of its projects Smarter Planet aims to demonstrate both the business case
and the sustainability case for improving systems to become more sensitive,

3For projects in the US please look at www.ibm.com/smarterplanet/us/en/. For projects in France
please look at www.ibm.com/smarterplanet/fr/ft/. For projects in Australia please look at www.
ibm.com/smarterplanet/au/en/


http://www.ibm.com/smarterplanet/us/en/
http://www.ibm.com/smarterplanet/fr/fr/
http://www.ibm.com/smarterplanet/au/en/
http://www.ibm.com/smarterplanet/au/en/
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collaborative and responsive, introducing the benefits of innovation rapidly and at
scale.

Smarter Planet operates as a global business. Knowledge exchange and consoli-
dation of learning from each project is obviously the basis for maintaining advan-
tage over competitors who might be tempted to imitate IBM.

Pillar for Growth

For IBM, the introduction of ‘Smart’ solutions is a $66 billion opportunity and one
of its four key pillars for growth. Based on the vision that data integration reinforces
a united world, IBM software is the key driver for this proposition, giving clients the
capabilities required to transform their industries by integrating information, empow-
ering people, connecting global ecosystems, and optimising business processes.

In 2010, the Smarter Planet Strategy generated US$3 billion in revenue and it
accounted for more than 25 percent of IBM’s research work. It is in the process of
doubling this to 50% by focusing its efforts on high-growth industries such as
healthcare; oil and gas; energy and utilities; transportation; telecommunications;
retail; banking; government; and electronics.

In order to optimally manage its business IBM develops a yearly roadmap, which
includes a long — term perspective on technology, business and the global economy,
and seeks to align this business model with clients’ needs.

Core Strengths for Succeeding in an Integrated World

This focus on the enabling power of technology is not new to the company. IBM
played a central role in scientific breakthroughs at several stages of its history, sup-
porting NASA in putting a man on the moon and assisting with the decoding of the
human genome. Seeing and solving problems has long been at the core of its opera-
tions, as has the recognition that, with innovative thinking, many different types of
resource can contribute to the solution. After applying these principles to its own
operations, the company is now turning its eye to the world becoming, in essence, a
sustainability enabler, demonstrating the culture, structure and governance needed
to adapt to a globally integrated market.

The philosophy that ‘any problem can be solved as long as people are willing to
think’ reflects a mindset that does not accept existing boundaries while the develop-
ment and subsequent sharing with the world of its advancements shows an under-
standing of the value of the availability and use of common standards. The company’s
refusal to adopt segregation policies for its plants in southern US states in the 1960s
and its progressive emancipation policies towards workers throughout its corporate
history, reflects its attitude of inclusion and openness. IBM believes that talented
people can be found anywhere in what they call the ‘human family’. It embraces the
fact that all people are different and it is these differences that facilitate innovation
and the ability to adapt.
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These values are a cultural asset of paramount importance to any company oper-
ating as a globally integrated enterprise. But having the cultural capability alone is
not enough. A company’s organisational architecture needs to look beyond the tra-
ditional, and fragmented, idea of brand, process, product and country. IBM acknowl-
edged this by putting in place an integrated design with a strong overall governance
model to become congruent with the realities of today’s dynamic integrated global
economy.

Addressing Challenges

In 2016, the world is not short of problems, many of which have sustainability
issues at their core. The number and size of these issues trump the capability of
governments to solve them. IBM recognises the business opportunity for delivering
systems that enhance sustainability within firms and in doing so address many of
these challenges. In a world where integrated enterprises increasingly tap into global
production systems and workforces, competitive advantage comes from dynamic
learning, greater insight, and in the potential of transforming the way things are
done to keep relevant and competitive in a high-paced, rapidly changing globalised
marketplace.
Critical questions IBM needs to address are:

1. IBM’s strength has always been in technology development. This Smarter Planet
strategy shifts IBM from technology development to technology applications for
management solutions and makes it effectively a consulting company. What are
the long range organisational implications of this shift?

2. Other consulting companies like Accenture who are making major bets on sus-
tainability have consulting as a key capability which they nurture, not in the least
with being in touch with senior executives through which they can anticipate the
changing executive agenda. They can consult on an entire sustainability strategy
and on specific operational solutions based on smart technology. Can IBM emu-
late this approach?

3. IBM might ultimately lose its leadership in technology, nor be a leading consult-
ing company. Is there enough space in between both industry sectors for it to
thrive?
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