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ABSTRACT

According to industry estimates, most of the business critical applications for not only
midsize companies, but also many Fortune 500 corporations run on legacy systems,
due to the system’s excellent performance and stability. CIO’s and IT managers
handling these applications constantly face challenges such as:

® High cost of supporting and maintaining expensive legacy applications
® Inefficient, slow and less productive system compared to the competition
® Unmitigated risk associated with lack of skill availability in the resource market

® Risk associated with running business critical applications on unsupported
platforms

® Higher time to market due to large, monolithic, complex and less productive
systems

® Integration with newer systems due to incompatibility with new and different
technologies

Legacy Modernization pertains to a solution that adapts to the on-demand needs
of business a move that will help slash IT costs; promises even greater return when
firms leverage existing technology with emerging Internet standards to extend
specific business services to other applications, companies, and business processes;
introducing a new level of balance between maintenance and responsivenessia new
level of business agility.

HCLs legacy modernization solution offers enhanced flexibility to your enterprise
by modernizing and migrating your legacy systems to help you increase business
responsiveness, lower costs and mitigate risks.

LEGACY IS GETTING THE JOB DONE; WHY SHOULD YOU
MODERNIZE?

Many organizations today find themselves at a juncture where they have to make a

difficult choice:

® To keep running age old systems that have been well tuned and customized to their
functional requirements over the years, supporting business critical operations and
driving competitive advantage

OR

® To answer to increasing business pressure to become agile, flexible and more
responsive by replacing technologies that are finding it hard to keep up with
modern times

It is an established fact that legacy is fast becoming hard to maintain due to high
licensing costs, putting undue pressure on the balance sheet and gradually depleting
trained resource pools for older technologies, apart from the fact that it strongly resists
any change/modification to the existing system (takes huge amount of effort to do so
if at all an alteration/enhancement is feasible).

Adding to the situation, the following global business trends are forcing organizations
to operate and compete in altogether new ways.
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¢ Higher Customer Expectations and New Buying Behavior: The customer of
today is commanding distinct personalized experience along with instant responses.
Any form of experience, good or bad, is being shared over the social media. This is
driving businesses to effectively capture and manage consumer requirements and
their experiences.

® Blurring Industry Lines with New Forms of Competition: Accelerating time to
market for new products is giving way to far increased competition from existing
players with existing products, from large enterprises trying to diversify into new
product lines and from new start-ups. Organizations can no longer ignore their
conceptualization-to-production cycle times if they intend to maintain their
competitive advantage in the market.

® Growing Regulatory and Risk Concerns: With new norms coming up with respect
to data security and governance, protecting/disseminating business information
has become a new challenge for enterprises, especially for those whose operations
span multiple countries.

¢ Increasing Demand for Improved Profitability: Stakeholders are becoming more
and more conscious about the bottom line. There is no meaning to growth without
profitability. This calls for enhanced operational efficiencies which includes freeing
up unnecessarily blocked capital for better utilization.

Thus, organizations not proactively planning to modernize might just end up in
disaster. Players across industries are realizing the critical need to avoid any sudden
show stoppers owing to a lack of support from their own IT systems.

DRIVERS FOR LEGACY MODERNIZATION

As discussed in the previous section, modern-day organizations are facing new
challenges on all fronts. While there is constant pressure to minimize capital spend
and make I'T more efficient and agile, there is also the need to scale up and down as
the business demands. Hence, identifying a set of key drivers for modernization and
strategizing a plan around this is a crucial requirement.

TCO REDUCTION

Legacy systems are not only heavyweight applications to start with but also consume
a lot of resources in maintenance. This results in high cash outflows in capital as
well as operational expenses, shooting up the total cost of ownership for a particular
application.

Modernization can help an organization move to lightweight, open-source and user-
friendly applications with enhanced functionality, which directly translate into an
immediate reduction in capital spend. In addition, the option of availing resources
through an “as-a-service” model results in converting capital expenses to operational
expenses. This pay-per-use facility helps unlock fixed investments that are often not
utilized to their full potential but are just maintained as a risk mitigation agenda to
handle peak loads for a very limited period.
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IT SIMPLIFICATION

IT was previously considered as a business enabler. Hence, a lot of developments/
purchases were made ad hoc. The flow of information between various departments
was restricted, and so was organization wide visibility, leading to the establishment of
multiple siloed systems. More often than not, one finds multiple systems developed
using various technologies serving the same function at different divisions in an
enterprise. To further complicate things, most of these systems were forcibly coupled
with each other to achieve integration the end result being a mesh of intertwined
disparate technology platforms struggling to achieve a seamless transfer of information
across the organization.

In time, however, IT graduated from being just a business enabler to a business driver.
More and more organizations were defining their future strategies based on I'T. In such
a scenario, their focus shifted towards simplifying the existing complex systems and
getting rid of bottlenecks through rationalization, standardization and consolidation.

Business and Operational Risk Reduction

It is no secret that legacy is becoming costlier to maintain as it continues to demand
exorbitant licensing costs and trained resources in older technologies are fast becoming
scarce. In addition, there is always the risk of fatal outages apart from the frequent
long planned outages required for maintenance purposes.

Businesses can no longer afford to be ignorant of this aspect and carry on their
operations with such significant exposures to risk. There is therefore, a need to analyze
one’s application landscape and identify such systems that may cause potential harm
to critical business functions and plan to migrate to safer and less costly options.

AGILITY

With competition on the increase and customers expecting shorter and shorter
response times, legacy systems pose a serious threat to the competitive advantage of
an organization. They often act as bottlenecks, slowing the whole system down while
adding a lot of resistance to change.

A business needs to be able to respond quickly to changing market dynamics. Thus,
flexibility and agility are virtues that the systems of today must have. Legacy’s inability
to be attuned to any kind of architecture or to operate nimbly makes a clear case for
modernization.

GROWTH ENABLEMENT

As a business driver, I'T must enable organizational growth. With the advent of newer
channels to reach consumers, there is need for fast paced innovation. Organizations
are now outsourcing their peripheral operations so that they can focus more on their
core competencies.

Legacy modernization plays a crucial role in this as it unlocks capital investment and
converts any fresh capital expenditure requirement in to operational cash outflows,
thus allowing organizations to divert more funds to divisions that matter more, such
as R&D. It also helps in speeding up concept testing and simulation, and facilitates
easy collaboration across geographies and between multiple stakeholders, ultimately
contributing significantly to profitable growth.
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STANDARDIZATION POST ORGANIZATION SPLIT OR MERGER

When an organization splits or merges with another entity, there is usually a need for
replication/integration of the respective I'T systems. This is the best time to introspect
on the current portfolio and chart out a plan for modernization wherever necessary,
since the organization is subjected to an inevitable change and it makes sense to
revamp the I'T portfolio to suit the renewed structure.

In such cases, there is often the chance of duplicate systems (using same or different
technologies) being present, serving the same functionality within the resulting
organization. There is also a need to scale up/ down as per new business’ need.
Modernizing legacy systems mitigates the necessity of continuing the exercise with
tedious older technologies and enables smooth transitioning while helping to achieve
standardization across components.

CHOOSING THE RIGHT SOLUTION

Organizations differ from one another in the areas of business, processes and
functionalities. So there can be no one solution for all, and the availability of a
plethora of offerings from various ISVs further complicates the process of choosing
the best possible solution.

Any option would entail its advantages and disadvantages which need evaluating with
respect to an organization’s mission, vision and strategies for the future. A scored
comparison across the following parameters will help in identifying the best-fit
solution.

KEY DETERMINANTS

Impact to Degree of impact to a business process | -ve type
business process | during/ post the modernization exercise | (The less the better)
Improvement How the resulting system can improve | +ve type
in business the existing business functionality (The more the
functionality better)
Difference in user | How much time would be required to ve tvpe
experience train users on the new system P
Risk of migration | Overall risk involved in the migration
; -ve type
solution
Modernization Estimated cash outflow for the given
. -ve type
cost solution
Exercise span Time required to complete the exercise | -ve type
Reuse of existing | How much of the existing investment
investment in legacy systems could be reused in the | +ve type
solution
Required skill-set | How easy it would be to find and
for the resultant | maintain a skilled resource pool for the
. +ve type
system modernized system, for the foreseeable
future
Residual legacy | Left over legacy dependency post the ve tvbe
dependency modernization exercise P
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WHAT MODERNIZATION IS (AND ISN’T!)

® Modernization results in complete legacy elimination at one go! One often confuses
modernization with total legacy elimination from the IT portfolio. However, it’s
prudent to understand that modernization is a strategic exercise often carried out in
several waves and involves carefully analyzing the as-is system first to find potential
candidates for up gradation. There is ample possibility that some legacy might even
be left behind post completion of all the waves of the exercise since modernizing the
same does not make business sense at that point in time. The aim of modernization
is to make the to-be system agile, flexible and future ready with the least possible
impact to business operations.

® Modernization directly translates into immediate dollar savings! Dollar savings do
happen through modernization. However, managing one’s expectations is crucial
in this matter since the exercise is only capable of minimizing future IT expenses
for an organization and in some cases (e.g. using the “as-a-service” model) it can
replace the need for future capital expenditure with operational expense, hence
helping strengthen the balance sheet.

® Modernization addresses I'T transformation only and is the sole responsibility of
the ISV! For a modernization exercise to be successful a strong partnership between
the ISV and the customer is essential. It demands equal involvement from the
latter as it is expected to define their future business strategy. Ideally, a clear future
roadmap for business process reengineering should be the driver for modernization.

AMDN’S MODERNIZATION APPROACH

AMDN offers an end-to-end service proposition to help customers modernize their
application portfolio and accelerate Cloud adoption across the enterprise. HCLs
approach for application modernization is based on the following key tenets:

® Application development as-a-service (ADaaS) an industrialized IT application
development framework covering application development, delivery, tools and
infrastructure as-a-service

® Leveraging off the shelf solutions to ensure most efficient adoption for leading
business and IT practices and trends

® Utilizing industry-leading application development frameworks for various other
treatments (such as refactoring, re-hosting, etc.) for legacy applications

The diagram below provides an overview of HCLs three-phased approach: Shape-
Transform-Manage towards application modernization. The approach consists of
a suite of services with specific blueprints for accelerating the migration of legacy
applications to the Cloud.
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The objectives of each phase are as follows:

SHAPE

This is the Application Portfolio Planning phase where IT is aligned to business
strategy. It delivers a broad, current-state assessment with focused deep dives, quantifies
the business value of optimization, and defines the modernization architecture and
roadmap to be used in the Transform phase.

® Identifies which applications and business processes would benefit from running

on the Cloud
® Determines the appropriate transformation treatment for each application
® Creates a detailed application and data transformation plan

® Ensures that all the possible technology options e.g. Build vs. Buy (Salesforce.com,
ARIBA (Procurement), Service Now, Workday, etc.) are taken into consideration

TRANSFORM

This phase offers the preparation necessary to transform the application, then executes
the appropriate modernization treatments on the application, and finally tests and
releases the newly optimized application into the Manage phase.

® Applies the appropriate treatments to transform and modernize applications by
applying an industrialized factory model ‘ACE’ (Application Cloud Enablement)
that considers various routes for application modernization such as replace with off
the shelf solutions, rebuild, lift and shift, etc.

® Utilizes unique automation, methodology and IPs for predictability, greater speed,
reduced cost, and high quality of transformation
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MANAGE

After transforming your portfolio, HCL provides application maintenance, support
and enhancement for the portfolio using its industry-leading ALT ASMTM
methodology. HCL offers to deliver and comply with enterprise SLAs for applications
in production.

® Provides ongoing application portfolio planning and governance to maintain
business-IT alignment, continuous application portfolio optimization - currently
and over time

® Optionally provides the scalable IaaS or PaaS environment for the transformed
application

® Optionally delivers application maintenance, support, and enhancement for
applications running on the Cloud

® Ensures continuous innovation and optimization of the total application portfolio

® Manages a modular, continuous-improvement life cycle to foster and maintain
business and IT alignment

® Adds flexibility by making the services available either end-to-end or partial,
depending on the organization’s business need

THE MODERNIZATION FACTORY

Integration via a service-oriented approach: The integration of legacy systems
with other newer distributed systems in a service-oriented approach is the process
of exposing business logic and data embedded in legacy programs as well defined,
reusable service. Thus, services designed on SOA principles can be integrated in to
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any legacy application layer. The techniques can be screen scrapping, business logic
integration, or data integration.

Re-hosting: Is a non-invasive approach of migrating a legacy system to a new hardware
platform. In re-hosting, the business logic and data of the legacy application remains
intact in the new platform. It is often necessitated by the increasing power of the
contemporary system and the steady increase in the cost of the legacy system.

Reengineering: Is the big bang approach to modernizing systems. It seeks to
understand the existing system from a code and process perspective, design viable
models, and build new applications on this basis. It is an ideal way to capture
organizational knowledge and migrate to a new platform. Reengineering is a two-
phased approach comprising - (1) reverse engineering design and code artifacts using
tools; (2) forward engineering to a new platform and architecture, incorporating new
business requirements and functionalities.

Package implementation: Is the replacement of legacy applications, in whole or part,
with off-the-shelf software (COTYS) such as ERP, CRM, SCM, Billing software, etc. This
includes replacing homegrown business applications with third-party components or
applications. This sometimes can be challenging because these packages offer standard
domain business processes. The ideal way is to reengineer or customize these packages
and rewrite the business logic. This is time consuming and expensive initially but
drastically reduces the maintenance and enhancement costs and give good dividends
over a period of time.
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ABOUT HCL

About HCL Technologies

HCL Technologies is a leading global IT services company working with clients in the
areas that impact and redefine the core of their businesses. Since its emergence on the
global landscape, and after its IPO in 1999, HCL has focused on ‘transformational
outsourcing’, underlined by innovation and value creation, offering an integrated
portfolio of services including software-led IT solutions, remote infrastructure
management, engineering and R&D services and business services. HCL leverages
its extensive global offshore infrastructure and network of offices in 31 countries to
provide holistic, multi-service delivery in key industry verticals including Financial
Services, Manufacturing, Consumer Services, Public Services and Healthcare &
Life sciences. HCL takes pride in its philosophy of ‘Employees First, Customers
Second’ which empowers its 95,000 transformers to create real value for customers.
HCL Technologies, along with its subsidiaries, had consolidated revenues of
US$ 5.5 billion, for the Financial Year ended as on 30th September 2014 (on LTM

basis). For more information, please visit www.hcltech.com

About HCL Enterprise

HCL is a $6.7 billion leading global technology and IT enterprise comprising two
companies listed in India — HCL Technologies and HCL Infosystems. Founded
in 1976, HCL is one of India’s original IT garage start-ups. A pioneer of modern
computing, HCL is a global transformational enterprise today. Its range of offerings
includes product engineering, custom & package applications, BPO, IT infrastructure
services, IT hardware, systems integration, and distribution of information and
communications technology (ICT) products across a wide range of focused industry
verticals. The HCL team consists of over 100,000 professionals of diverse nationalities,
who operate from 31 countries including over 505 points of presence in India.
HCL has partnerships with several leading global 1000 firms, including leading IT

and technology firms. For more information, please visit www.hcl.com
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Hello there! | am an Ideapreneur. | believe that sustainable business outcomes are driven by relationships nurtured through
values like trust, transparency and flexibility. | respect the contract, but believe in going beyond through collaboration,
applied innovation and new generation partnership models that put your interest above everything else. Right now 100,000
Ideapreneurs are in a Relationship Beyond the Contract™ with 500 customers in 31 countries. How can | help you?
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