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PortraitTM reports provide a brief focus on a single issue, pushing all other issues into the background. 

Sometimes used as a brief introduction to a larger topic area 

IT AND THE PRODUCTIVITY IMPERATIVE 

The Important 
• We previously highlighted customer experience as a key imperative in the cloud era 

• We now highlight operational excellence as an additional key imperative 

• Technology supplier strategy must address the issue of how a company is leading/disrupting the 

operational excellence of technology buyers and end-users. 

Background 

Over millennia, the following six things have dramatically shaped the productivity of the human species: 

• Agriculture 

• Latency 

• Energy 

• Technology 

• Management 

• Strategy 
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The movement from nomadic cultures to villages and cities dramatically reduced the latency in economic 

transactions, with large numbers of people now living closely to each other. The leverage of beasts of 

burden, followed by wood, coal, oil, natural gas, and technology dramatically increased what the output 

of a single worker, as a single worker could now direct the energy-fueled production of machinery capable 

of step-function increases in output. The organization, specialization, motivation, and partnership of 

workers across companies, industries, economies, and nations optimized the investment of capital and 

talent across workers near and far. Strategy draws attention to what needs to change; where new areas 

of value development/capture exist; moving the ball ever forward. 

Over millennia, the productivity of the human species has increased by orders of magnitude. That 

productivity has resulted in the standard of living and economic activity industrialized/IT/service-centric 

nations now enjoy 1 . The increase of productivity is a key concern of all economic activity, no less, 

technology-based economic activity. 

IT and Productivity 

We believe that one of the main reasons the cloud disruption has been so powerful is its ability to 

jumpstart the productivity of workers and consumers alike. In 2015, Brookings observed “Between the 

mid-1990s and 2000s, increasing use of IT helped make labor productivity grow quickly.” Brookings also 

observed that the long-term trend was in decline, see figure 1. 

 

Figure 1. Long-term Labor Productivity Growth. Source: Brookings, Bureau of Labor and Statistics 

                                                           
1 Externalities notwithstanding. 

https://www.brookings.edu/blog/the-avenue/2015/05/08/why-is-labor-productivity-so-low-consider-investments-in-skills/
https://www.brookings.edu/blog/the-avenue/2015/05/08/why-is-labor-productivity-so-low-consider-investments-in-skills/
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Brookings further observed “At the beginning of the IT era basic digital literacy could significantly improve 

worker productivity—just consider the difference between an administrative assistant in 1998 who could 

use email and one who could not. Today the situation has changed. The basic digital skills that once 

provided a productivity edge now represent the minimum requirement for many jobs.” This perspective 

supports our view that much of the low-hanging fruit of IT leverage was achieved by the end of the 20th 

century, and the 21st century has been one of reorganizing IT for further gains through cloud, cloud 

software paradigms, analytics, machine learning, artificial intelligence, and other innovations.  

Specifically, as vertical scaling became harder due to the science and investment challenge of maintaining 

Moore’s law improvements, the focus of IT shifted to horizontal scaling, and the management of that 

horizontal scaling. The management of horizontal scaling has led to an increased focus on software in 

operations cultures, which in turn led to new software paradigms and new operations cultures, what we 

today call DevOps and Site Reliability. There are many specific observations of this evolution that can be 

made. For example, the journey from Non-VM operating systems, to VM, to containers, to serverless are 

all fundamentally driven by increased modularization/reuse, and increasing utilization of a given deployed 

capacity of compute. Other IT improvements include organizing clusters of compute so large data sets / 

workloads can be processed through horizontal scaling, rather than being held back by the pace of vertical 

scaling improvements. 

This latest phase of evolution has been characterized by new technology (virtual machines, containers, 

serverless), new management practices (DevOps, Site Reliability), and new IT paradigms (clustered 

computing, micro services, network-based APIs, multicloud).  

Net, we would argue, the current IT imperative is operational excellence2, and the basis of competing 

approaches is which environments are industry leaders. For SMBs and consumers, there is no question 

that public cloud provides a level of operational excellence that they could never even dream of. For 

Enterprises / public sector, the equation is not as clear cut, especially given the importance of legacy 

systems / applications, but it is fair to say we are in a period of exploration, with some workloads moving 

to the public cloud, some staying in legacy environments / private cloud, and numerous born-in-the-cloud3 

companies disrupting multiple sectors of the economy including entertainment, financials, and retail. 

Cloud-based Enterprises Accelerating Productivity 

As shown in Figure 2, the latest data from the USA Bureau of Labor and Statistics shows that nonstore 

retailers are experiencing the highest productivity growth of all workers. At the other end of the 

productivity curve is Gasoline stations, which are probably ripe for disruption, especially as more 

manufacturers invest in electric vehicles4. 

                                                           
2 Previously we have argued that another important impact of cloud has been raising customer experience 
expectations, which we continue to emphasize 
3 Here we use the term “Born-in-the-cloud” for both companies leveraging public cloud and companies adopting 
cloud paradigms on their own private assets 
4 Notwithstanding the time it takes to charge a car, and the investment and battery science requirements required 
to facilitate mass adoption of EVs. OTOH, the confluence of home solar with bundled home batteries and home car 
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It goes without saying that six of the top ten most valuable companies by capitalization have significant 

cloud motions (Microsoft, Amazon, Alphabet, Facebook, Alibaba, and Tencent). Another, Apple, also has 

solutions/value propositions reliant on cloud-based services and is increasingly looking to shift its business 

model in the direction of cloud-based subscription services. 

 

Figure 2. Percent change in labor productivity 

                                                           
charging could be part of an overall disruption. Perhaps the bigger question for gas stations is whether a charging 
experience can be created in the same way Starbucks created a mass market coffee experience. 
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Figure 3 further visualizes the growing gap between Electronic shopping output and unit labor costs, with 

unit costs flatlining and output increasing at three times the rate from 2009 to 20185. 

 

 

Figure 3. Electronic Shopping Productivity Increases, 2009-2018 

                                                           
5 The inversion of labor hours and labor productivity may also imply some technology substitution. Our generalized 
principle is “if it can be done by technology it should be” or “if your job can be done by technology, you are not 
adding enough value, move on”. 
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Implications for Technology Suppliers 

Bottom-line: The Important of the Cloud era is operational excellence and customer experience. If you are 

not strongly contributing to either, then you are not in mainstream flow of IT, as it is currently focused, 

and perhaps will always be focused6.  

For network equipment suppliers specifically, productivity gains were initially framed as price per bit on a 

capital basis. Today, while that remains important, the basis of competition has increasingly shifted to 

operational costs, operational excellence, and integrating into the operational environments of 

companies who themselves are leaders in operational excellence. 

Call to Action 

Whether the discussion is SD-WAN/SEDANs, software defined transport infrastructure, or cloud 

infrastructure, the basis of competition is increasingly shifting to end-user experience, buyer experience, 

operational excellence, and operations integration. This is where recent disruption has occurred, and 

where there are likely still at least a few years of remaining innovation ahead. Technology suppliers should 

focus on disrupting/leading in these areas. 

                                                           
6 This should not be read as a statement that other value propositions cannot be obtained, on the contrary, 
creating new sources of value to end-users will also remain important. This is a statement about two important 
focus areas to emerge from the cloud era. 

https://bohcay.com/the-important/
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