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Beating IT recessidnues

A guide fororganisationswanting to outpace their peers

Companiedaveto remain competitive, buthe recent years of prosperity have made this less of

a driving need in many industriedVlost organisationsthink they canoutperform their rivals,

and many believethat their approach to IT can play a significant part in thi$here is a link
between the performance and capabilities of the IT function and overall business performance,
but not everybody is aware of this, or takes advage of it.

e Companies that believe they are growiritave a more mature attitude to IT
Not only dogrowing companiesend to view IT investment as strategic to the business, IT manageiment
also far more acutely aware of what other parts of the businegskthbout the IT functionWhere there are
problems with the internal perception of the IT functidhe IT managers in growing companasg far more
likely to be trying to address them.

¢ New technology should be viewed optimistically, but not with rodmted glasses
Those taking a strategic approach to IT investment view new technology as an opportatiahhave a
positive impact on the business and add valMeny, in organisations that have been around for some time
tend to have become more cyal some viewimplementing new technologgs extra work, but those in
young and maturindusinessestill have an interest in the technology, although they must guard against
investing in things simply because they are new and innovativekaap an eye nbusiness value

e Bringing in external experts can improve overall business performance without spiralling costs
Working with & partieswho provide industry knowledge andunderstandinghelpsbusinessegrow faster
andimproveefficiency andeducecosts.They look in those 3 partiesfor specific industrknowledge, depth
of expertise andeputation in order to buildrelationshigs, rather than just finding cheap suppl&to dump
everything on

e Too many IT projects run over time and budget or failnteet their intended scope
Those companies thato not believe they are keepingp with their peers have the worst recadwith one
in threeadmitting thatfewer than 30% of their projectare completed on time. While budgets and time are
precious resourcg missingproject scope will be noticed by those outside the IT department too, and does
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¢ In difficult economic times the return on investment timescales shorten
While young and maturing companies will stitcept that it takes longer to get a financial return, those
companieswith a growth mentalitytake a tight grip on the reins, with almost two in three of them expecting
a return on IT investment in only six months

e Few companies formally measure the impiof IT projects, and some do not measure it at all
While there appears an internal belief that IT is having a positive impact in many areas of the business, fewer
than half of all companies have any process at all for measthinguccess adfl projectsDespite this, many
are keen on looking at the linkage between IT capability and business performance, so they will need to start
planning how and what they must measure.

Conclusion

Even during a recession, companies can not only survivehhbue. To do thisthe IT function must &tk close to the
business, bénvolved in the broader strategy and plans, and measurably demonstrate the success of IT investments in
terms and language that the wider organisation understadd appreciats. Even before doing this, the IT function

has to control its budgets and resources, and recognise that where expertise is availablédfpamiés, it should be
exploited as part of mutually beneficial partnershipis should not only ensure that cost®ananageable, but that
suitable returns in terms of overall business performance and individual employee productivity are realised.
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1. Introduction

Many sectors are facing challenging amcertain
times. Those predicting a falling market are known as
GoSkNERE | gl tobbhaBssirigicT Beyterm
isthought to comefrom the inverse of the concept of
"don't sell the bearskin before you've killed the bear",
known as selling shortOne investment strategy in
bear markets is talo nothing but that does not help
keepa company irbusiness in a bedash economy.

A hunting story indicatea betterapproachin a falling
market. Two hunters out tracking bears suddenly
encounter one and realise they have no ammunition
in their guns.While the first hurriedlydrops rucksack

This report looks at strategies foompanies to outrun
their competitors or peers in challenging market
conditions. It is based oninterviews with 100
managers and users from organisations in the UK with
an annual turnover up to £500mMany of the
companies interviewed for this research had the belief
that they were doing better than their rivals, and this
positive attitude has much merit, even when not
always precisely matched by the facts.

2. Strategic focus on IT

From this and earlieresearcH, it seems that just
under half of companies regard their spending on IT as
a long term or strategic investment, rather than a

and surplusweight, the second stops to put on necessary (or perhaps even unnecessary) tactical cost.
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In almost all activities except stocktrading and
gambling, the object is to stay ahead of the other
participants, notjust keep pace withthe market.
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and competitive thanto simply cut back.This &
particularly true inlT where the majority of acopanies
believe there is alirect link between the capabilities
of the IT function andbverall business performance
(Figure 1)

Figure 1
Is there a perceived direct link between the IT function and
overall business performance?

0% 20% 40% 60%

Yes

- ﬁ

Mo or unsure

ThelT function is rarely a standalone service provider
but an integral part of the businesHl capabilitiesare
therefore put in place for valid reasons, such as
making the company more flexibleustomercentric

or competitive, but how often isthis tested and
measured?

If IT is not recognised for the business value it
contributes in harshereconomic times it becomes a
tougher investment, and that might initially
undermine IT departmentsand, in the longer term,
the effectiveness of the rest of the business.

AlQa

as a result of earlier success, but either way those
with a more strategic approach seeto be growing
faster than other similar companies (Figure 2).

Figure 2
Who is growing relative to similar companies in their sector?

%o 20% 40% 60%

® Strategic investor in T
W Others
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The cause and effect is difficult to discetout the
outcome isclear; think carefully and apply a strategic
business focus on the plans for IT investment, and it is
more likely that the outcome will be positive.

0
Growing a lot

Strategic IT thinking can encompass many aspefcés
0dza Ay SaaQabut Isikké xeghhalogySia still
evolving rapidly, with many dead ends and over
hyped panaceas, it is important to understand how
things are changing, and what impact this might have.
While any new technology generates interest from
early adopters and followers, assessing the business
benefit is more valuable than simply pursuing
technology for its own sake (Figure 3).
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Figure 3
The important aspects of IT planning/ management

0% 20% 40% 60% 80% 100%

Growing relative to sector .
New technology directions
Strategic planning

Impact of tech on business

Others
New technology directions
Strategic planning

Impact of tech on business

H\ery important ® Fairly important

Growing faster means casting as wide a net as
possible to gain intelligence and awareness, but then
using the business plan and direction to understand if
and how specific technology investments will add
value.

The attitude of the organisation is reflected by the
individuals employed, and often changes as
companies grow and matureDuring startup and
early phases, many individuals are enthused by
interest in new techology, which then settles over
time into a dull recognition that it will just bring more
work. Those making strategic decisions adopt a more
positive approach, and think about how new
technologies could bring new opportunities (Figure 4).

Figure4
How does the view of new technology and its potential impact
vary for strategic investors in IT and young companies?

¢ 20% 40% 60% 80%
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Opportunity to add value

Something interesting

M Strategic investor in IT
H Overall
“ Young/maturing

More work

P

This is howlIT can bring positive change to an
organisation, especially in harsh economic times,
which benefitindividuals as well as the bottom line.
However, any improvements need to be identified,
measured and widely recognised in order to be seen
as a succes§hk is not always easy, especially if the
majority of IT staff are focussed dire fighting or
keeping he screens litand the external perception is
based on uptime, outages arptoject overrungather
than business contribution.

3. Assistancdrom 3 parties

Even the largest IT organisations striggtp find a full
complement ofskills among their internal workforce,
especially when new products and ideas are being
offered by a multitude of vendordespite this,and
the fact that it might not be themost costeffective
way to meet their needsnost companiesike to have
their ownstaffin their IT departmentgFigure 5).

As they look to the future, this preference for internal
staffing appears to increase, with full blown
outsourcing dropping out ofavour as the recession
bites. However getting outside help is a positive
strategy during a recession anghile companies ma
not want to outsource everything, they would be
advised to seek out partners that can take some of the
load in more complex, risky dastchanging areas of
technology.

Figure5
How is the IT function currently staffed and what is the
preferred direction for the future?

0% 20% 40% 60% 80%

R =

Mainly internal, with ad hoc
contractors/3rd parties when required

Combination of internal and longer term i
3rd party relationships

All outsourced r

There is a slight preferencamong those whouse

some form of external support aonsultants to move
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encouraged and taken further.

W Current staffing
u Preferred for the future

A variety of benefits are anticipated when making use
of 3¢ parties to support the IT functionWhile all
companies are keen to use this approach to control
costs, often usingri"% parties in an ad hoc manner to
smooth out peaks and troughs in demand for IT
services, those growing faster than the markextd to

be keener than the rest (Figure 6).
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V'\’/ilg"'ee i - T e opportunities to work on larger projects having
ere are improvements expected when using Jrd parties « d ™ .
emonstrated an ability to achieve.For the
organisation, the direct value is that money and

-—=Growing relative to sector

Business process

goiciency | Ofers resources are being saved, but beyond that are the
Business fesiience g0, S indirect values from faster deployment, impact on

customers, suppliers et@and support for the ograll
IPT— business effectiveness. Faster growing ampanies
veraging existing X . A .
assets have the right attitudefor getting more projects on
trackthan those that do not (Figure)8

Competitive
advantage

Controlling costs&a_ """t veelll Employee productivity ]
Figure 8

How do project completions differ for those growing relative
to sector?

Developing new

Customer service routes to market

0% 20% 40% 60% 80% 100%

Growing relative to sector

However, they are also looking more attentively at
other aspects where 3 parties can add value, in
particular in gaining competitive advantage, customer
service and overall business performangais is not
simply finding ad hoc cover for lack of resayrbut
identifying external agencies that bring specific skills
and, in conjunction with the IT function, add business Completed on budgst
Gl tdzS FYyR y20 WwWedzal 02RASa  Meetspamedseope

Completed on time
4 Attentlon to detall WNone  WFew(10-30%)  ®Around half (40-60%)  ®Most (70-90%) WAl

Completing IT projects and deployments within the
constraints of time and budget is important within the
ITdepartment as it has a direct impact on IT financing
and resources, but meeting planned scope will help
ensure external expectations of the IT function are
being met. Meeting scope is the area that those
growing fasterexcel at

Completed on budget
Meets planned scope

Completed on time

Others

i

Making the IT functionwork effectively, especially
while usingexternal organisationthat have their own
agendas and bottom lines to sustain, is a challenge
which requires excellent project management and
coordination.This means attention to the details that
are all too often left to slip in IT projeatsudgets
timescales and scope (kg 7).

Figure7
What percentage of IT projects complete on time, on budget 1
patperee 5. Awareness across the busss
0% 20% 40% 60%
? When budgets and time pressures are tight, every
None ; 1 1 1 1 1
=0ntime department is under intense scrutiny, and it is
o 10505 — :ﬁl“s‘:;‘gi’e‘ important to understand how each function is being
) = viewed.IT departments haviong hada reputation for

being too internally focused, and relatively felW
managers are really sure of the perceptions of their

Mast (70-90%) ﬁ department elsewhere in the busines@-igure 9.

Those organisations that take a strategic approach to
Al ? IT are far more likely to be aware and good practice
would be to have regular frank and open
communication with other departments and liseof
business management.

Around half (40-60%) =
H

While the majority of companies claim that most of
their projects complete on timegn budget and within
scope,for about aquarterit is lessthan a third.This is
likely to be an optimistic response in any event, and
the reality will be lessonvincing.

While targetsfor IT projects are notorious for being
missed, the benefits for meeting them are
worthwhile. For individuals there is a feeling of
accomplishment, perhaps bonuses to be paid, and
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Figure 9
Are IT managers aware of what other directors think of IT?

0% 20% 40% 60% 80%

Yes, acutely aware F
WWM”E;;E;;EIIIIIII
 Strategic investors in IT
No or not sure W Others

It might bethat there are hard messages and strong
opinions being expressed by the business ,but
although difficult to receive, it is far better that the IT
managers hear thenSome mg be incorrect or based

on long fixed issues; others may be based on hearsay

rather than fact. All cases can be addressed if IT
managers understand what matters to the business,
and use this to guide metrics for feedback so that
issues and service levelghen reported can be based
on measuring what is important, rather than making
important what has historically been measured.

Despite the risk that the IT function might suffer
budget cuts or headcount restraint if its contribution
is not fully and propdy recognised elsewhere in the
organisation, many companies seem reluctant to
make improvements. Sometimes those in larger
organisations or those with resistive culturesare
disillusioned or may think that changes will not have
any impact.However those where the fit of IT into
the rest of the business strategy is taken seriously are
most likely to be already tackling the external

perceptionof IT (Figure 10
Figure 10
How many are addressing the issue of IT’s perception
elsewhere in the organisation?
0% 20% 40%

Already addressing it ﬁ
Starting to tackle it ;
Investigating ;

Not a priority E M Strategic investors in IT
u Others

6. The business impact of IT

A key component in getting external recognition for
the cortribution made by the IT function is to
measure the impact of IT projectfhis has to be from
I YdzOK
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was seen earlier, these targets should betnihe
wider view has to take into account impact on the
other stakeholders inand increasingly beyondhe
business.

First, who are thestakeholder® Does the service
interface directly with customers or suppliemnd
which users in which departmer@sWho is most
affected, and who is in charge of setting and
measuring their objectives?

Next, whatis each of their requirementsRather than
making as much available as possible within the
resources available, it is far better to get closer to
each group of stakeholdersni order to fully
understand their needs and discuss directly with them
what can be accomplished and how.

Finally the assessment process needs closure,
agreement of the appropriate metrics with the
relevant managers and signoffhen, oncea project is
completed it can be measured and the results fed
back.Even if not a success, it is far better to openly
communicate, otherwise a culture of secrecy and
hidden agendas creeps,iwhich does not help.

A formal process does not really have to be any more
compicated than that but despite this very few
organisationsise a formal process (Figure)11l

While many will think they can make do with an
informal process or only look at certain projects, this
will not lead to an objective understanding of the
contribution of the IT function to the busines3his
leaves it open to unfoundedomplaintsand the risk
that when budgets are under pressure, the nRon
performance of the IT function will be a good excuse
for cutting it back.
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