Case Study #2
XYZ Bank

Technical Computing Platform Consolidation

March 2005

Background

The XYZ Bank, located in Xamayca, is considering a proposal from its parent company, Big XYZ, domiciled in Oz, for the consolidation of the technical platforms of its subsidiaries into a single primary data processing and related backup facilities. The consolidation exercise would see the group being placed on a single communication network infrastructure, which includes the use of a combination of land-based and orbital-based systems (i.e. terrestrial and satellite technology). In compliance with its banking licence XYZ has submitted a proposal of this venture to the Bank of Xamyca for regulatory assessment and approval. Additionally, XYZ has also requested specific guidance on the issue of customer secrecy provisions as set out in the Banking Act.

Over the past five years, Big XYZ has made significant changes to XYZ Bank’s technology-based operating environment, adopting technology based on group standards. As part of this initiative, in July 2004, XYZ switched to the group’s core banking application, Global Banking Platform (GBP), in all its local branches. The primary purpose for this move was to leverage existing group technology and improve branch operational capabilities. Further, the parent company commenced the consolidation of a number of its other subsidiaries data process operations, moving from 24 data centers to 8. A clear indication of XYZ’s intent to make full consolidation more palatable.

Research conducted shows that decentralized data centers in many companies typically run at 15-20% of their capacity
, which may not be a sustainable ratio in the current economic environment. Increasingly, businesses are turning to consolidation
 as a cost containment measure as well as maximizing return on investment in the data center.

Although consolidation can substantially increase the efficient use of computer resources, it may also result in complex configurations of data, applications, and servers that (if not appropriately planned, executed and tested before implementation) can be disastrous with an impaired or failed implementation or one which has several challenges ranging from inadequate bandwidth, inefficient routing, media breakage, low signals, etc. To alleviate this problem, large enterprises with large networks typically have a network operations center
. The NOC is the focal point for network troubleshooting, software distribution and updating, router and domain name management, performance monitoring, and coordination with affiliated networks and ultimately can be used in optimizing resource sharing. Large enterprises are also faced with managing large numbers of server systems, either running on stand-alone servers or active:passive server pairs over a reliable and multi-standard information system network . Enterprises are now seeking to reduce the mounting operational costs in keeping many small systems up to date, available and backed up.

Complementing the data center consolidation is the network structure implementing and integrated, highly efficient, reliable, scalable and secure network architecture of LANs and WANs. The critical success factors include 1) interoperability, 2) availability, and 3) flexibility. To accomplish these tasks, XYZ needs to have the ability to define specification for the types of networks to be established when creating an integrated environment that their application can function within. They must also provide centralized support and trouble shooting over heterogeneous, but highly integrated systems. When all is said and done, the motivation facts given for consolidation are all essentially economic and technological in nature. 

Definition

Data center consolidation can be viewed as an approach to the efficient usage of computer resources (e.g. web, application, database or other servers and network services) in order to reduce the total number of center locations that an organization requires. The practice was developed in response to the problem in which multiple, under-utilized resources, including servers, take up more space and consumes more resources than can be justified by their workload. Further, consolidation also offers the organization the opportunity to leverage existing technical capabilities and to expand product offering. 

Requirements
· Would this arrangement be considered an “Outsource” function? 

· List and describe the possible risks facing both XYZ and Big XYZ.
· What additional information could be requested from XYZ Bank ?

· Discuss the possible rationale for outsourcing core system processing as it relates to the case.

� Source: Tony Iams, Senior Analyst at D.H. Brown Associates Inc. in Port Chester, NY, servers typical utilizes between 15-20% of its capacity running an application or database.


� Source: Of 518 respondents in a Gartner Group research study, 6% had conducted a server consolidation project, 61% were currently conducting one, and 28% were planning to do so in the immediate future.


� Sometimes referred to as NOC, is a room containing visualizations of the network or networks that are being monitored, workstations at which the detailed status of the network can be seen, and the necessary software to manage the networks.





