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Blockchain (a shared, immutable ledger for recording the history of transactions) first caught the world’s
attention when it appeared as a platform for securely sharing cryptocurrencies like Bitcoin among
anonymous users on public networks. Today, the technology is generating considerable interest across
many industries — ranging from banking, finance, and insurance to healthcare, government, retail, and
manufacturing.

Organizations are now using blockchain to develop a new breed of transactional business applications
designed to embed trust, transparency, efficiency, and accountability into the process of sharing and
transferring a broad range of assets in a business network. Today’s blockchain applications are not limited
to handling currencies. Assets ranging from equipment, warranties, and artwork to healthcare records and
shipping data can now be shared, exchanged, or transferred via a blockchain network more efficiently, and
with greater collaboration and less risk to stakeholders, than is customary using traditional practices.

But what is the actual status of blockchain adoption within organizations today? And what are their plans for
applying the technology in the near future? In what ways do they view blockchain as a potential disruptor to
their industry? And, finally, what issues do they see as hampering their efforts to use blockchain technology?

To answer these and other key questions, Cutter Consortium has been conducting a survey to gain insight
into how organizations are adopting — or planning to adopt — blockchain technology. We are also seeking
to identify important issues organizations are encountering or foresee encountering in their blockchain
efforts. In addition to gathering and analyzing the survey data, | have been conducting telephone interviews
with leaders and practitioners from different organizations who are implementing or working to implement
blockchain applications. Their opinions and recommendations on using the technology adds some depth
and richness to the survey responses and will, we hope, contribute to blockchain decision making at your
organization.
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This Executive Update, Part | in a series, examines initial survey findings pertaining to the following:
e Status and organizational plans for implementing blockchain in the enterprise

e The extent that organizations are currently using blockchain

e The establishment of dedicated enterprise blockchain groups

e Thereason such groups oversee blockchain

Survey Methods

The survey findings presented in this Update are the initial results from our (still-ongoing) survey and are
based on the answers of 79 organizations worldwide of various sizes. | also draw from discussions with
respondents whom | interviewed to gain additional insight about blockchain issues. Where applicable,
anonymous quotes from these practitioners are included.

Forty-two percent of responding organizations are headquartered in North America, 30% in Europe, 18%

in Asia/Australia/Pacific, and 4% in Africa, with the remainder in India, the Middle East, and South America.
Responding organizations’ annual revenues also vary, with 14% having annual revenues over US $50 billion,
11% between $10 billion and $50 billion, 17% between $1 billion and $10 billion, 11% between $100 million
and $1 billion, 11% between $50 million and $100 million, and the remaining 36% having annual revenues
under $50 million. Finally, Figure 1 expands on the general demographics, showing respondent
organizations broken down by industry.

We include this information to show that our findings are based on a sample of organizations located (i.e.,
headquartered) in various geographic regions, consisting of a broad range of small, medium-sized, and large
companies with yearly revenues ranging from under US $50 million to over US $50 billion. The largest group
of respondents hails from financial services companies; notably, however, the survey has also received
input from organizations representing a range of industries as well as government and the military.
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Other

Military

Utility

Publishing/media
Building/construction/engineering/design
Medical and health services
Wholesale/retail/trade/distribution
Telecommunications
Pharmaceutical manufacturing
Management consulting/accounting
Colleges and universities

Computer software publishing
Computer consulting

Government (non-miltary)
Manufacturing

Financial services 32%

Percentage of respondents

Figure 1 — Respondent organizations by industry.

Status of Blockchain in the Enterprise

The big question is, to what extent are organizations actually adopting, or planning to adopt, blockchain?
As Figure 2 illustrates, fewer than 10% of surveyed organizations are currently implementing blockchain
technology, while another 10% plan to implement blockchain within one year.

At first these findings may seem somewhat underwhelming; however, other findings indicate that interest
in blockchain is quite high, even though it is still a very new and emerging technology. This is apparent
when factoring in the plans among organizations “seriously investigating the possibility of implementing
blockchain technology.” Looking at it that way, we see that nearly 60% of organizations are either already
implementing blockchain, planning to adopt it within the next 12 months, or are actively investigating the
possibility of implementing the technology. On the negative side, 40% of organizations have no plans in the
foreseeable future for using blockchain.
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Don't know

No, and we have no plans in the foreseeable future

No, but we are seriously investigating the possibility
of implementing blockchain technology

Yes, we plan to implement blockchain technology
within the next 12 months

Yes

40%

39%

FB%

Figure 2 — Is your organization currently implementing, or planning to implement, blockchain technology?

Percentage of respondents

Interestingly, interviews with survey participants reveal an extensive interest in blockchain. The following
quote has been a typical answer when asking respondents about the level of interest they are seeing

regarding blockchain technology:

I've been participating in blockchain seminars in Norway and have seen 600-700 people

attending every time. And that’s a huge number of people (for Norway). What | like about the
blockchain concept is that you remove insecurity and you establish trust where there is no trust

in the beginning because you have a secure way of sharing your information, and you are

certain it cannot be tampered with — at least not very easily. It is very difficult to change data
in a block. You are almost 100% certain that it is what it is. That's the idea of the ledger: that
you have the transactions and that they are never changed. So you carry the “truth” with you

all the time.
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Adoption Stages in Using Blockchain

Figure 3 provides more insight when it comes to surveyed organizations’ current stage of blockchain
adoption. Summarizing, few organizations currently have blockchain applications deployed in actual
production environments, and less than 10% are now developing prototype applications.

The bottom line: most organizations “doing blockchain” are still experimenting with the technology (41%)

to validate its potential (e.g., to develop a better understanding of blockchain functionality, to identify

and evaluate use cases). Moving forward, and taking into account surveyed organizations' future plans, we
should begin to see an increase in the deployment of blockchain applications within the next 12-24 months.
During this time, we should also expect to see an appreciable uptake in organizations building prototype
applications as they move beyond the technology investigation stages.

One caveat is that almost 40% of respondents do not know to what extent their organizations are using
blockchain. So there is definitely room for movement in our findings when we eventually finalize our results
in the near future; however, | do not expect our final results to vary significantly from what we are reporting
in this Update.

Don't know 37%

We expect to have blockchain applications

in production within the next 12-24 months 10%

We now have blockchain applications in production

w
a°

We are developing prototype applications

We are currently experimenting with blockchains 41%

Percentage of respondents

Figure 3 — To what extent is your organization currently using blockchain technology?
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Dedicated Enterprise Blockchain Groups

As Figure 4 highlights, most survey participants report that their organizations have not yet established a
dedicated group to support their blockchain initiatives — with slightly less than 20% having done so. (That
said, several respondents | spoke with were somewhat alarmed when | informed them that 18% of surveyed
organizations had formed dedicated blockchain groups, expressing the worry that their organizations were
lagging because they had yet to form or assign a group to support their blockchain efforts.)

Again, however, it is necessary to consider upcoming plans and efforts among organizations to gain a better
understanding of what is going on when it comes to organizational plans for forming blockchain groups.
Overall, 46% of surveyed organizations have either already established a dedicated blockchain group, are
planning to create such a group within the next 12 months, or are actively investigating the possibility of
forming a group dedicated to supporting their blockchain initiatives. That said, nearly as many participants
have no plans in the foreseeable future to create a dedicated blockchain group.

Don't know

No, and we have no plans anytime in the foreseeable future 45%

No, but we are seriously considering establishing a
dedicated blockchain group in the foreseeable future

19%

No, but we plan to establish a dedicated blockchain group
to support our initiative within the next 12 months

=]
ag I

Yes 18%

Percentage of respondents

Figure 4 — Has your organization established a dedicated group to support a blockchain initiative?
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Who Is Taking the Lead on Blockchain?

Figure 5 shows the groups or teams that appear to be taking the lead for adopting blockchain into

the organization. The overwhelming trend is for IT or innovation groups to be responsible for bringing
blockchain into the organization. These two groups far outstrip all others when it comes to leadership for
blockchain adoption; indeed, nearly half of survey respondents report that these groups are primarily
responsible for blockchain technology adoption, with R&D, business strategy, and digital transformation
groups/teams trailing a very distant third, fourth, and fifth place, respectively. Other groups cited by survey
organizations as leading their blockchain efforts include enterprise architecture, security, the registrar’s
office (for universities), and their partners.

Why?

A follow-up question asked why this particular group or team was chosen to take the lead on blockchain. In
many cases (but not all), survey respondents claim that it was not so much that these particular groups were
picked, it was more that they were the first to realize the potential for blockchain and thus took the initiative

Other 11%

I

Don't know 13%

Digital transformation team 8%

Business strategy team 9%

R&D team 10%

Innovation team 24%

25%

Percentage of respondents

Figure 5 — Who/what group is taking the lead on your organization's blockchain initiative?
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to explore the technology. Consequently, at least for these organizations, the blockchain effort is not being
mandated from above.

It's quite logical that these groups — IT, innovation, R&D, business strategy, and digital transformation — are
the groups initially in charge of blockchain since they are typically responsible for discovering and evaluating
new technologies. But survey participants also believe that eventually the project will be handed off to

the group or department responsible for where blockchain will eventually be applied in production (e.g.,
trading, supply chain, lending, Internet of Things [IoT], warranties).

Some respondents, however, did indicate that their groups were specifically chosen to lead the
organization’s blockchain initiative, suggesting various reasons for doing so:

“The enterprise architecture [EA] group was chosen because EA has better visibility of IT and how the
enterprise can leverage blockchain technology.” — Enterprise architect (IT governance), manufacturing
firm

e “IT has a high degree of business understanding and is best placed to understand the applicability of
blockchain as well as its technical implementation.” — Principal architect, engineering R&D, financial
services firm

e ‘“It's not a ‘blockchain’ initiative; it's an anti-corruption initiative that is ‘net-new’ — and the innovation
team is responsible for net-new.” — Senior/executive VP, strategy, commercial software publisher

e “We think the technology is there but the use cases are not yet fully understood.” — IS/IT manager,
automotive manufacturing firm

e “Blockchain is considered as part of overall digital transformation.” — CTO, digital transformation,
commercial financial software provider

e “Because of the uncertainty in the business case and speed of experimentation, and because technology
and workflow aspects need to be demonstrated.” — Senior consultant, IT change and strategy

e “Focal point, prevention of waste in tinkering; group/initiative has senior management attention.”
— IT/bank architect (long-term strategy), financial services firm

e “Chosen at the direction of the CEO to ensure that potentially disruptive technology is fully tracked and
evaluated.” — Technical architect, financial services firm

Some interviewees claim that their organizations are taking a hybrid or combined group/team approach to
support their blockchain initiative. Specifically, they see this as key to the eventual successful outcome of
their efforts:
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We're trying to arrange things a bit different. We started with a small group of IT people and
R&D, and we also have a special group for digitalization — and we are getting input from all
of them. In addition, we have some communication with sales and marketing because, even
though they are not technical, they see that their prospects and their clients are starting to
discuss and ask about blockchain. So they want to participate. And | think this is a good idea
because they [sales and marketing] might give us the right ideas on how to focus and how to
get this [blockchain] started. | think it is very important in order to make sure the project is
successful, if possible, that you have the market with you, because blockchain is all about
communication and sharing information the fastest way possible. So you need to have your
customers and stakeholders involved as well [in the project]. This is not an IT thing or some-
thing you will do in your data center like we do currently with databases — today we have
large data storage in the center of the company. Blockchain will not be in the center of
anything — it will be distributed.

— Team leader, financial services outsourcing provider

The strategy of involving multiple groups (IT and business, etc.), customers, and other stakeholders in

the blockchain development/thought process, even though some may not be so technically minded, is
important because it can lead to better synchronization as well as a “meeting of the minds” when it comes
to scoping the project’s technical and business requirements:

I would think that those guys are going to be the blockchain trailblazers, because as a
professional and someone who has worked in IT for a long time, we may not have a good
history of taking new technology and applying it to the right use cases. | think it's got to be a
partnership with the folks on the business side who understand or have the need. Basically, if
you can have them articulate the need and the use case, partner with the technology provider,
and then get that kind of good relationship between business and IT, you can successfully
implement something that adds value for the business group. And then you've added value, or
you've removed costs, or increased efficiencies, etc. — basically added some sort of benefit.”

— Senior development manager, computer hardware manufacturing firm

Conclusion

Our research points to several key findings pertaining to the status and adoption of blockchain in the
enterprise:

e Current blockchain implementation is low but interest in using it is quite high; expect an
(eventual) high rate of adoption. Although fewer than 10% of surveyed organizations are currently
implementing blockchain, about half are either planning to adopt blockchain within the next 12 months
or are actively investigating the possibility of implementing the technology. Looking forward, we should
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expect a high rate of adoption — at the earliest, within two to three years; at the latest, within three to
five years.

¢ Most surveyed organizations are still experimenting with blockchain to validate its potential.
Blockchain applications deployed in actual production environments are rare. That said, we should
expect both the development of prototype blockchain applications and the deployment of production
blockchain applications to experience appreciable increases over the next 12-24 months.

e Most surveyed organizations have yet to establish dedicated blockchain groups. Organizations
with established groups or teams dedicated to supporting their blockchain efforts are limited (i.e.,
less than 20%). That said, we should expect to see an appreciable increase in organizations forming
dedicated blockchain groups over the next 12 months. Those wanting to remain in the forefront of
blockchain adoption and development should, if they have not done so already, plan to establish a
dedicated group within (at most) one year, or risk falling behind.

e The current trend has IT or the innovation team taking the lead on adopting blockchain into
the enterprise. Nearly 50% of organizations indicate that these two groups are primarily responsible
for blockchain technology adoption, with R&D, business strategy, and digital transformation groups
trailing considerably behind.

e For many organizations, blockchain adoption is not currently mandated from above. For these
organizations, the group(s) taking the lead on adopting blockchain were not so much picked or assigned,
but rather were the ones showing an initial interest in the potential of applying the technology and thus
took the initiative for evaluating and experimenting with it on their own.

e Some organizations are assigning specific groups to lead their blockchain initiatives from the top.
These organizations, often financial services firms, tend to be further along in their blockchain efforts,
with upper management assigning a specific group(s) to lead their blockchain efforts because they are
best positioned to ensure successful evaluation and adoption of the technology and its integration into
the respective IT and business areas.

e Ahybrid approach is important for blockchain. Practitioners at organizations implementing
blockchain repeatedly stress the necessity of involving multiple groups — from both the technical and
business side as well as partners and other stakeholders — in any blockchain strategy to help ensure
a successful project outcome.

Part Il of this Update series will focus on survey findings pertaining to budgets for blockchain in the
enterprise and the benefits organizations hope to achieve with their blockchain initiatives. We will also
examine the main issues hindering efforts. In the meantime, | urge you to take our survey on blockchain.

©2017 Cutter Consortium | www.cutter.com Page | 10


http://www.cutter.com/
https://www.surveymonkey.com/r/Z8YLJFP

DATA ANALYTICS & DIGITAL TECHNOLOGIES EXECUTIVE UPDATE | Vol. 17, No. 9

About the Author

Curt Hall is a Senior Consultant with Cutter Consortium’s Data Analytics & Digital
Technologies and Business & Enterprise Architecture practices. He has extensive
experience as an IT analyst covering technology trends, application development
trends, markets, software, and services. Mr. Hall’s expertise includes artificial
intelligence (Al), cognitive systems, machine learning, conversational computing, and
advanced analytics. He also focuses on the IoT, including platforms, architectures,
and use cases; big data platforms and use cases; blockchain for business; and
business intelligence (Bl), predictive modeling, and other analytic practices. Mr. Hall’s
research also includes mobile and social technologies in the enterprise as well

as mobile Bl and collaboration. He has conducted extensive research on how all these technologies are being
applied to develop new advisory, decision support, customer engagement, and other enterprise applications.

Mr. Hall is a frequent contributor to Cutter’s Data Analytics & Digital Technologies research deliverables as well
as Cutter Business Technology Journal. He served as Editor of numerous Cutter journals, including Intelligent
Software Strategies, Data Management Strategies, and Business Intelligence Advisor. His study on the
corporate use of data warehouses and the issues associated with data warehousing projects resulted in the
in-depth Cutter research report Corporate Use of Data Warehousing and Enterprise Analytic Technologies.
Mr. Hall also coauthored, with Cutter Senior Consultant Paul Harmon, Intelligent Software Systems
Development: An IS Manager's Guide and contributed to James Martin and James Odell’s Object-Oriented
Methods: Pragmatic Considerations. His work has appeared in various technical journals and IT publications,
including as a contributing author to PricewaterhouseCoopers Technology Forecast Yearbooks. He can be
reached at chall@cutter.com.

©2017 Cutter Consortium | www.cutter.com Page | 11


http://www.cutter.com/
https://www.cutter.com/practice-areas/data-analytics-digital-technologies
https://www.cutter.com/practice-areas/data-analytics-digital-technologies
https://www.cutter.com/practice-areas/business-enterprise-architecture
https://www.cutter.com/practice-areas/data-analytics-digital-technologies
https://www.amazon.com/Intelligent-Software-Systems-Development-Managers/dp/0471592447/cutterinformatco/ref=as_li_ss_tl?ie=UTF8&linkCode=sl1&tag=cutterinfor00-20&linkId=0cfdfa0b9de111d208904d7bd69f07de
https://www.amazon.com/Intelligent-Software-Systems-Development-Managers/dp/0471592447/cutterinformatco/ref=as_li_ss_tl?ie=UTF8&linkCode=sl1&tag=cutterinfor00-20&linkId=0cfdfa0b9de111d208904d7bd69f07de
http://amzn.to/2lSzgAq
http://amzn.to/2lSzgAq

