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“A deadline can purchase a system; it cannot supply the judgement
that makes the system part of a coherent enterprise.”

1. The deadline arrives before the destination

The steering committee has approved the expenditure, the programme director has a
non-negotiable date, and the technology teams are already debating interfaces. What
remains unsettled is the more important question: what kind of institution is this
investment meant to create?

This is an increasingly familiar scene in regulated organisations in 2006. A new capital rule,
reporting obligation, conduct requirement or records-retention duty turns a
long-discussed technology weakness into an immediate programme. Funding that could
not be secured for three years is released in three weeks. Data ownership is assigned,
controls are documented, systems are connected and senior attention sharpens.
Regulation, in other words, succeeds where strategy has stalled.

The achievement is real. So is the danger.

When regulation moves faster than strategy, technology adoption does not stop; it
proceeds without a settled account of how the parts should fit together. The organisation
acquires new reporting engines, workflow tools, identity controls, document repositories
and integration layers. Each is rational against its deadline. Taken together, however, they
may form an expensive answer to a question nobody chose to ask.

The pattern is not that regulation obstructs modernisation. More often, regulation has
become its most reliable sponsor. The deeper problem is that a sponsor with a deadline is
not the same thing as a strategy with a destination.

2. The accidental strategy

Corporate strategy usually speaks in the language of markets, customers, products and
operating models. Regulatory programmes speak in the language of evidence, traceability,
calculation and control. Technology must translate both into systems, yet only one of
them commonly arrives with a fixed date and the credible threat of sanction.

That asymmetry matters. A discretionary programme can be deferred when earnings
tighten, when ownership is disputed or when a business case depends on benefits that are
difficult to prove. A mandatory programme survives those tests because the alternative is
plainly unacceptable. Once protected, it becomes the vehicle through which long-delayed
infrastructure is finally purchased.
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Across financial services, the present convergence is especially visible. Basel II is forcing
banks to examine the quality and lineage of risk data. The continuing demands of
Sarbanes-Oxley have made access controls, change records and management sign-off far
harder to treat as local administrative matters. International Financial Reporting
Standards have exposed inconsistencies between finance systems and business records.
The approaching implementation of the Markets in Financial Instruments Directive is
concentrating attention on transaction reporting, best execution and record keeping.

None of these obligations is merely a technology project. Yet each pulls technology into
the centre because compliance must ultimately be demonstrated through repeatable
information, controlled processes and retrievable evidence.

The result is an accidental strategy assembled from mandatory investments:

• A risk calculation engine becomes the de facto source of customer and exposure data.

• A financial-control programme determines how user identities are administered
across the group.

• A reporting deadline selects the integration software that later programmes are
expected to reuse.

• A records requirement decides which document repository becomes the corporate
standard.

• An audit finding shapes the sequence in which legacy applications are replaced.

No board would deliberately write a technology strategy in this order. Many organisations
are nevertheless implementing one.

3. Why the pattern persists

It is tempting to blame weak enterprise architecture or timid leadership. Both can
contribute, but neither explains why the pattern is so durable. Regulation accelerates
adoption through mechanisms that ordinary strategy rarely matches.

3.1 Deadlines collapse disagreement

Strategic programmes often fail in the space between general agreement and specific
commitment. Everyone supports better data, fewer systems and stronger controls.
Agreement dissolves when the discussion reaches whose data definition prevails, which
business unit funds the shared component, or which local process must change.

A regulatory date changes the economics of delay. Decisions that once carried only an
opportunity cost now carry a compliance risk. The argument moves from “Is this the best
time?” to “What must be true by the date?” That shift is powerful. It also favours the first
workable answer over the most coherent long-term answer.

3.2 Evidence turns invisible infrastructure into a visible necessity

Much of sound technology management is difficult to celebrate. Reconciled reference
data, disciplined change control, consistent entitlements and durable audit records are
rarely the centrepiece of a growth story. Their value lies in failures that do not occur.

Regulation makes that invisible value inspectable. A control must have an owner. A
calculation must be reproducible. An adjustment must be explained. A report must be
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reconciled to its source. Once evidence is required, neglected infrastructure is no longer
an architectural preference; it becomes part of the organisation's licence to operate.

3.3 Mandatory funding changes the balance of power

The programme with protected funding attracts scarce analysts, architects, testers and
managers. It also gains the authority to impose standards on surrounding systems. What
begins as a response to one obligation can therefore determine technical choices far
beyond its formal scope.

This is not necessarily improper. Concentrated authority can break years of local
optimisation. But it means the real technology strategy is being written inside programme
decisions that may never be presented as strategic choices.

Regulation does not merely increase the speed of technology adoption. It changes who is
allowed to decide, which benefits need to be proved, and how long disagreement can
continue.

4. A bank builds the bridge twice

Consider a composite retail and commercial banking group preparing its credit-risk
information for a new capital regime. The group operates through eleven legal entities.
Risk exposures are held in fourteen principal source systems: lending ledgers, card
platforms, treasury records and several locally maintained databases. At month-end, a
team of 38 analysts spends nine working days extracting files, matching customer
identifiers and explaining differences between finance and risk totals.

The regulatory programme receives £18 million and eighteen months. Its immediate
requirement is clear: produce consistent exposure data, retain the history behind each
calculation and enable independent review. The programme chooses an enterprise data
warehouse, a set of extraction and transformation tools, and a metadata repository. It
defines 126 critical data items and builds automated reconciliations for the largest
portfolios.

Twelve months in, the mechanics are improving. The monthly cycle has fallen from nine
days to four. Unmatched balances have dropped from £74 million to £11 million. Every
adjustment above £250,000 now requires named approval and is retained with the
reporting run. These are substantial gains.

But the programme has made three choices under deadline pressure.

1. It uses the risk division's customer identifier because no group-wide identifier can be
agreed in time.

2. It copies product data into the warehouse rather than correcting definitions in the
source systems.

3. It builds a dedicated connection to the finance consolidation system because the
proposed integration layer will not be ready before the first supervisory submission.

Each choice is defensible. Together, they create a second information spine beside the one
proposed in the technology strategy. Six months later, a customer-profitability
programme needs much of the same data but cannot accept the risk identifier or the
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regulatory product hierarchy. It commissions another matching process and another
warehouse area. The bank has built the bridge twice—not because either team was
careless, but because the regulatory programme had authority to cross the river before
the enterprise had agreed where the road should lead.

The mechanism is worth noticing. The waste does not arise at the moment of purchase. It
appears later, when a deadline-specific definition becomes a shared dependency. By then
the temporary choice has accumulated reports, controls, operating procedures and
trained staff. Replacing it is no longer a technical alteration; it is an organisational
renegotiation.

A deadline can purchase a system; it cannot supply the judgement that makes the system
part of a coherent enterprise.

5. The strongest case for letting regulation lead

There is a serious opposing view. Perhaps regulation should drive technology adoption
because strategy has proved too abstract, too slow and too vulnerable to annual budget
bargaining. Mandatory programmes offer clear outcomes, senior sponsorship and a test of
whether the organisation can produce trustworthy information. They can force business
units to standardise where years of voluntary committees have failed. They can also create
common infrastructure whose benefits extend well beyond compliance.

This argument deserves more than polite acknowledgement. In many organisations, the
regulatory programme is not hijacking strategy; it is rescuing it from indecision.

The current enthusiasm for service-oriented architecture illustrates the possibility. A
programme that must draw information from many systems may justify reusable services
rather than another set of point-to-point links. A control requirement may accelerate a
common identity directory. A reporting obligation may create an enterprise vocabulary for
customers, products and legal entities. Under these conditions, regulation acts as a
forcing mechanism that turns architectural intent into operational fact.

The weakness in the argument is not that these benefits are imaginary. It is that they are
conditional. Mandatory investment becomes strategic only when someone explicitly
decides which elements should outlive the obligation, which compromises must remain
temporary, and which business capabilities the new infrastructure is expected to support.
Without those decisions, reuse is hope dressed as architecture.

Dimension Regulatory acceleration Strategic integration

Question What must be demonstrable by
the deadline?

What capability should the enterprise retain
afterwards?

Scope Obligation, entity and reporting
perimeter

Customers, products, processes and shared
information

Decision bias Certainty and timely delivery Coherence, adaptability and total cost

Success
evidence

Submission accepted; control
operating

Components reused; duplicate work retired

Typical risk Late or incomplete compliance Endless design without implementation
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Dimension Regulatory acceleration Strategic integration

Needed
discipline

Clear accountability and testing Explicit principles, ownership and
sequencing

The two disciplines are not rivals. The error is allowing the first to impersonate the
second.

6. The false comfort of the regulatory business case

A mandatory business case often contains a peculiar fiction. Because compliance is
non-discretionary, the document spends pages estimating efficiencies while avoiding the
strategic choices that would determine whether those efficiencies are realised.

The arithmetic may assume that common data will reduce reconciliation effort, that
automated workflow will remove manual hand-offs, or that consolidated systems will
lower support costs. Yet these benefits depend on decisions outside the programme's
formal mandate: retiring local tools, changing accountabilities, standardising definitions
and accepting common processes. If those decisions are deferred, the investment delivers
compliance while the promised savings remain theoretical.

This is why benefits realisation is particularly slippery in regulatory change. The obligation
secures approval, so the benefits do not need to carry the decision. Later, however, the
organisation speaks as though those benefits were purchased with the software. They
were not. Technology creates the possibility of a benefit; management action converts
that possibility into an operating result.

The distinction matters in 2006 because integration technology is becoming more capable
and outsourcing more prominent. XML-based interfaces, enterprise application
integration, shared service centres and external service providers can reduce duplication.
They can also make duplication easier to conceal. Two processes may appear connected
while preserving conflicting definitions and accountabilities underneath. Movement of
data is not the same as agreement about its meaning.

“The most expensive legacy system is sometimes the new system whose
temporary assumptions were never allowed to expire.”

7. Strategy must meet the deadline, not wait behind it

The answer is not to slow regulatory programmes until the perfect architecture is
complete. That would exchange strategic disorder for regulatory failure. Nor is it to place
an enterprise architect on every committee and hope coherence follows. Architecture
without authority becomes a commentary on decisions made elsewhere.

What is needed is a small set of strategic judgements made at the speed of the obligation.

First, distinguish the compliance core from the enterprise option. The compliance core is
the minimum capability that must work by the date: the calculation, control, record or
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report. The enterprise option is the part that could serve broader purposes: a common
data store, identity service, workflow engine or integration component. The core should
be protected from speculative expansion. The option should be designed only where a
named owner and a credible second use exist.

Second, record temporary decisions as liabilities, not footnotes. If a local identifier,
manual reconciliation or dedicated interface is accepted to meet the date, it needs an
owner, an expiry point and an estimated cost of permanence. Otherwise “temporary”
becomes an adjective attached to permanent operations.

Third, place business ownership beside technical ownership. A shared data definition
cannot be settled by software specialists alone. Someone with authority over the relevant
business process must decide what the term means, which exceptions are legitimate and
who bears the cost of changing it. Without that authority, the warehouse merely preserves
disagreement in a more orderly form.

Fourth, fund the retirement path. Reuse does not create value if the earlier extract,
spreadsheet, interface or application remains in operation. Every strategic claim made for
a regulatory investment should identify what will cease, when it will cease and whose
budget contains the work.

These are modest disciplines. Their power lies in making the hidden strategic content of
regulatory programmes visible while choices are still reversible.

8. The more difficult conclusion

We often describe strategy as the source of direction and regulation as a constraint upon
it. The lived pattern is more complicated. Regulation can provide the urgency, money and
authority that strategy lacks. It can expose poor information, fragmented accountability
and years of deferred maintenance. It can compel an organisation to build capabilities it
should already possess.

But compulsion has no instinct for coherence. It rewards demonstrability by a date, not
adaptability over a decade. The regulatory programme therefore carries two
responsibilities: to satisfy the obligation without qualification, and to prevent its necessary
shortcuts from quietly becoming the enterprise design.

This asks more of leadership than sponsorship. It requires senior managers to treat
decisions about identifiers, interfaces, records and ownership as business choices rather
than technical detail. It also requires honesty about the difference between a system that
is compliant and an organisation that is improved.

The organisations that gain most from the present wave of regulation will not be those
that spend least or implement fastest. They will be those that recognise the moment for
what it is: a rare concentration of attention and resources, capable either of hardening
yesterday's fragmentation or of creating the foundations for tomorrow's choices.

Regulation may light the fire. Strategy must still decide what we are building with the heat.


