Philipson column for 9 October 2001

As the icons of the corporate world fall about us, we hear a constant cry. “How could things have become so bad without us knowing?” With HIH, with One.Tel, with Ansett, with Pasminco, with a hundred dot.coms crashing and a thousand small businesses going south, it seems that the patient must be terminally ill before anyone notices it even has a cold.

And not only does no-one seem to know of, or at least admit to, the problems until it is too late, but no-one takes responsibility. The blame game and the finger pointing starts. As John F. Kennedy said after the Bay of Pigs, “success has a thousand fathers, but failure is an orphan.”

It’s not Rodney Adler’s fault HIH went belly up – he had ceased being a director some time before the collapse. Jodee Rich was blameless in One.Tel’s demise, and Lachlan Murdoch and James Packer were profoundly misled. Air New Zealand tried as hard as it could to prop up Ansett, but the Australian Government let it down.

The collective disassociation from reality evinced by our corporate leaders is remarkable. How can they be so clever, yet so ignorant? And what sort of information, from what manner of corporate information system, have they been receiving?

We live in the information age, where transactions take place in cyberspace and are immediately recorded in sophisticated ERP systems. Even comparatively small outfits can afford systems that pinpoint problems before they occur. Never in the chequered history of human commerce have more tools been available to ensure that businesses and the people who run them are not taken by surprise.

So what’s the problem?

It is almost self-evident. There is a fair bit of wilful self-delusion in the air, but that is just human nature. In IT terms, the available tools are simply not being properly used. Sure, the software might be in place, but that is neither a necessary nor a sufficient condition. The data must be correct in the first instance.

There is an old adage in IT that a computerised mess is still a mess. It’s the GIGO rule: “garbage in, garbage out.” The information coming out of a computer system is only as good as the information going in. If the data is faulty, or out of date, or unsynchronised, or wilfully tampered with, the best software in the world will not make it not so.

I have spent a lot of time in the past ten years looking at what are called business intelligence systems. They used to be called “executive information systems”, but that term fell into disuse when PCs usage became just about universal in business in the early 1990s. They also used to be a bit basic, and require a lot of work to make them effective. Nowadays they really are very good.

In light of some recent events and corporate behaviour you might be justified in regarding “business intelligence” as an oxymoron, but it has a specific meaning in the IT industry. It refers to software that takes corporate data, typically from ERP or financial management systems, and presents it in such a way that it is intelligible to senior management.

Now, you might think that all business software should do this. Unfortunately, that is not the case. Corporate information systems are typically based around transactions – purchases and sales – and these are untidy things to aggregate and present in a meaningful fashion. The financial systems that turn transactions into general ledgers and profit and loss statements are cumbersome beasts, and although they have become much more user-friendly in recent years they still usually need another layer of software over the top of them to make the data useful for many purposes.

Business intelligence (BI) systems take the transactional data, often by way of a transitionary phase called a data warehouse, and present it in useful and attractive ways. The software enables users to “drill down”, and examine such things as sales by region, or actual against budget, or product group comparisons over time. The more sophisticated of them use a technology called OLAP (online analytical processing) to build a multidimensional “hypercube” that allows any type of data to be presented in virtually any given way.

The concept of multidimensionality is very important. Think of a two-dimensional spreadsheet, showing sales over time. If you want to break it down by sales of different products, you need a two dimensional spreadsheet for each product – which makes it three dimensional. You can think of physical spreadsheets laid on top of each other.

But if you then introduce a fourth dimension, for example sale by product by geographical region over time, the physical analogy disappears. Add actual versus budget and you have another dimension, and so on. Some people cannot grasp the idea of four or more dimensions, but once the conceptual leap is made the power of OLAP becomes apparent. Any dimension can be analysed by any other dimension.

Once you’ve got your dimensions sorted out, and the right data going in, the rest is easy. That’s the theory, and it actually works very well in practice.

But it doesn’t allow for people who think in only one dimension.
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