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PREFACE

With the world stumbling through an economic
downturn, IT managers are under pressure to
shave costs from the technology operations that
keep organisations running smoothly. Cutbacks
abound, staff cuts look likely and new projects are
being back-burnered. These are the days in which
IT managers really earn their bread and butter.

Against this backdrop of turbulence, we’ll
examine what IT executives can do to stretch
budgets to maintain a useful and reliable network
of IT services, and examine where new
technologies, free software and licence
renegotiation can make budgets work harder.
Because all companies are different, the intention
is not to recommend specific changes, but to raise
the questions and possibilities that will provoke
improvements.

Boardrooms will increasingly question the value
of every IT project and managers will need to
prioritise and scrap projects for the good of the
company in order to keep essential operations
running smoothly.

While recession means tough choices for the here
and now, managers also need to plan for the
recovery, when cash starts flowing through the
system once more and companies look to grow
and expand as the depression lifts.

We’ve spoken to practitioners, vendors, analysts
and industry regulators to find out how to escape
the fiscal doldrums.
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ABOUT THE AUTHOR

Stewart Mitchell has been an IT journalist for
more than 10 years, working across a number of
publications including the Sunday Times and
specialist magazines such as PC Pro, Computer
Shopper and PC Advisor. He has run his own
internet-based business for the last four years and
regularly meets with IT business leaders.

Even in the dark, Mitchell wouldn’t pretend to be
a techie, but he knows an awful lot of people who
are, as well as many IT executives that manage
those techies. A solid understanding of the issues
surrounding IT for the business coupled with an
ability to translate geek speak into something
slightly more understandable makes him a conduit
of digestible information.
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INTRODUCTION

The state of play

‘It’s a recession when your neighbour loses his
job,” said US president Harry Truman. ‘It’s a
depression when you lose yours.” As senior
executives tighten the corporate purse strings, 1T
departments will need to justify their expense if IT
workers are to avoid feeling the fullest effects of
the upheaval gripping global economies.

While IT has become integral to every company
doing business and can never be eliminated as a:
cost, with credit in short supply and revenues:-
down, companies are putting new projects on hold :
and cutting out the deadwood. :

‘The biggest problem of the credit crunch is that.
funds simply aren’t being made available for:
business operations,” says Shvetank Shah,
Executive Director of the Corporate Executive
Board’s IT Practice. ‘And if capital expenditure
dries up, IT is in the front line.’

‘It’s a bit like asking why someone robs a bank,’
said Shah. ‘It’s because that’s where the money is.
When it comes to trimming capital expenditure, IT
is where people make cuts.’

Even before the markets collapsed, research from
the CEB showed chief information officers (CIOs)
were already predicting a gloomy 2009 with
spending growth at a below-inflation 2.8%.

Since then, the majority are re-evaluating budgets

downwards, implementing hiring freezes and

‘61% are putting non-essential projects on hold,’

says Shah. Documents
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Introduction

As we’ll discover, the key to success in this
environment will (unsurprisingly) be reducing
costs wherever possible, but doing so in a fashion
that doesn’t impact the ‘lights on’ services upon
which the company relies.

ClOs will squeeze every ounce of life from
existing hardware, software and human resources,
making the most of spare capacity sloshing around
from boom times.

However, although logic says ‘bunker down’,
there will be opportunities for aggressive
businesses to forge ahead with new technologies
that will bring longer-term savings — and put the
business on the front foot when the upturn arrives.

Competitors may have cut budgets, but following
their lead lowers everyone to the same level,
whereas investing now could give a competitive
advantage.

‘The successful businesses of tomorrow are not
currently slashing their IT budgets in a knee-jerk
reaction,” says Charles Andrews, CEO, Celona
Technologies. “They are investing now in order to
be first out of the traps when market conditions
change. The future business environment will be
characterised by much shorter innovation cycles.’

Now won’t be the right time for all companies to
invest in these emerging technologies, such as
cloud computing and Software as a Service
(SaaS), but CEOs will have read the potential cost
savings and want to know why your company isn’t
making the most of them.
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CHAPTER 1: COUNT YOUR CHICKENS

Only a lunatic looks before he leaps, and it would
be equally impetuous to start making plans for
recession, including cutting jobs and system
functionality, without first surveying the lie of the
land.

Software audits should be an ongoing part of best
practice, but where this isn’t the case, it is essential
to work out exactly what assets the IT department
has, from hardware to software licences and
employee headcount.

The wisdom of this is highlighted by pondering
just how much you are overpaying for software,
either by buying too many licences, buying
products that are too advanced for the purpose, or
paying for packages that are no longer in use.

‘It is common to have too many licences,” says
Sam Routledge, Services Director at IT
management company Softcat. ‘People are so
worried about compliance and asset management
and ensuring they are all legal, that they do not
manage software as well as other assets. Lots of
people buy 450 PCs and then buy 500 copies of
everything. People are normally 10% over for
blanket stuff.’

This can’t continue at a time when IT managers
are struggling to find funds for critical software. If
contracts are on an annual licence — and many are
— now is the time to start asking which packages
you really need on each PC in the workplace.
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1: Count your Chickens

It is, for example, common for companies to buy
software for a whole department working on a
project, but never get round to cancelling the
software licences when the job is finished.

‘Often it’s a big rollout for a major project, and
once it’s finished, they’re not being used any
more,” says Routledge. ‘If you’re looking at £500
on 200 machines, you see big numbers.’

‘People often renew maintenance on software
they’re not using too. We’ve talked to customers
who have saved £60,000 at a stroke.’

The main reason for this is that IT managers focus
on using technology to do the business — they are
simply not focused on contract and licence
management. Stripping out waste is key.

If there is software that’s been paid for and is lying
idle, check contracts to see if they can be
cancelled, or park the licences that are not in use
and redeploy them for new employees, or
reactivate them after licences for existing users
have expired.

Auditing tools will also highlight areas that cost
more than they are worth, projects that are failing,
and separate the tasks that are worth saving and
those which should be shelved.

We’ll examine this in more detail later, but from
an auditing point of view it is worth evaluating and
re-evaluating project value as an ongoing process
when times are hard.

Documents
Copyright IT Governam;é Ltd 1 Document Sharing Hub

Provided by IHS Markit under license with IT Governancdcetitsee=/, User=,
No reproduction or networking permitted without licenseNotrfotHR@sale,

Full document details: ITG 2008


http://www.avadocuments.com/doc/itg-2008
http://www.avadocuments.com/doc/itg-2008

CHAPTER 2: SWEATING RESOURCES

With the ready cash for IT projects thinner than a
size zero supermodel, IT managers need to find
ways of making ends meet, of stretching the
departmental housekeeping money like some post-
war rationing housewife.

This requires the sort of austerity measures that
‘back in the day’ saw socks darned to eke out a
little more life from them; yet this is exactly the
mentality that will impress the bean counters.

Instead of socks, however, we’re talking silicon,
and how to keep it running longer to postpone
major investments until the fug of recession has
passed.

‘It doesn’t really matter what size the company is,
most could take a year’s break from investing in
new hardware and really improve what they are
doing with the kit they already have,” said IT
consultant and commentator Scott Klososky. ‘If a
company waits two or three years then, yes, they
are in danger of being left behind, but there is so
much computer equipment in most companies that
it could be pressed into service for a few more
months.’

‘If, rather than laying people off, you stopped
investing in technology for a year, you could save
a huge amount of money, and make much more
use of what you have already paid for.’

‘Over the last 10 years, organisations have made
huge investments in technology and in almost all
Documents
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2: Sweating Resources

cases we have bought software and hardware that
we only use at 50% to 60%.’

The credit crunch era is the time to start sweating
those assets to ensure they are working as hard for
the company as everyone else.

CRM systems, despite their weighty costs, are
hardly ever fully used, with many functions still in
their wrapper, Klososky says, and the same goes
for productivity suites.

Pointing staff at these tasks, eking out more from
existing hardware and software, gives them an
obvious and visible purpose, when they might
have been pulled off cancelled projects.

Other possibilities for saving cash through
sweating resources include postponing software
upgrades — which saves on both licensing and the
new hardware needed to support the higher system
requirements of newer programs.

According to a recent tip list from Gartner,
companies should ‘Defer moving to Vista. If your
PC hardware is holding up, consider sticking with
it another year.’

The call would have made uneasy reading for
Microsoft, which has already been struggling to
persuade companies to upgrade from the Windows
XP operating system to Vista.

Given that the next version of Windows is due out
in January 2010, waiting another couple of years
to upgrade systems that are currently functioning
makes complete sense, allowing IT departments to
skip entirely the hassle and expense of upgrading

- the-operating system across the entir%%%ems
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2: Sweating Resources

Users that absolutely need to upgrade ageing PCs
can buy downgrade Vista licences that will operate
in an extended XP environment.

Time to upgrade desktops?

The regularity with which corporate desktops
should be replaced splits opinion, with many
organisations still implementing across-the-board
replacement every two years. Others prefer to wait
four years, while still others use an on-demand
model that caters for the requirements of specific
departments or individuals.

The Virgin Entertainment Group, for example, has
some desktops in service that are five years old,
while people who need top-end computing power
for graphics-heavy multimedia tasks have the
latest state of the art equipment available.

But while there may not be any real consensus
among companies, the broader IT trends point to
an expanding period between PC refreshes —
which is good news if you’re fighting shrlnklng
budgets.

Many companies have settled on a three-yea'r
refresh cycle for laptops and a four-year window
for desktops, says Gartner analyst Leslie Fiering,
who added that the replacement cycles have
increased over the past few years.

In its 2003 report on total costs of ownership for
PCs, Gartner found that ‘the annualised TCO for a
PC kept for three years is roughly the same as for
one kept for four, five or six years. However, the
costs shift from direct capital outlay to indirect

end-user costs.’ Documents
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2: Sweating Resources

So, from an IT department point of view, pushing
back new purchases is a winner, although end-
users might complain about their clockwork
computers and support costs may increase. Ask
what individual users will be doing with their
machines — and provide a system that meets those
specific requirements.

Putting PCs out to pasture costs money

When computers do reach the end of their
corporate life, they need to be disposed of in
accordance with various laws governing both data
destruction and environmental safety — so consider
these costs before decommissioning.

Enterprises selling PCs after three years of
ownership, receive just three per cent to five per
cent of the original equipment price, but will still
incur net disposal costs of between US$85 and
US$136 per PC, depending on the disposal
method.

‘Sale proceeds vary based on the quantity, method,
vintage and condition of the equipment being sold.
However, an important consideration is that PCs
sold after four years have little economic value
and still incur disposal costs,” said Frances
O’Brien, Research Director for Gartner.

Consider instead donating the equipment to a
charity that will shoulder the responsibility for safe
disposal in return for working PCs.

Action Aid International, for example, guarantees
compliance with all UK legislation, including the
WEEE directive, Data Protection Act and

Environment Act and offers the DgjvicAriesats
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2: Sweating Resources

providing the equipment being donated meets the
charity’s minimum requirements. For lower-
specced machines it charges £5 per computer unit
for safe disposal.
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CHAPTER 3: CANCELLING PERIPHERAL
PROJECTS

As IT departments batten down the hatches for the
expected rough economic ride, one of the first
decisions for CIOs and other decision makers is
which projects are worthwhile pursuing, and
which technology processes and plans are a
luxury. Persuading the financiers to open their
purse strings for new projects looks close to
impossible.

According to the Corporate Executive Board, 61%
of companies are cancelling or scaling back IT
projects, and for IT managers it will be critical to
build a strong case for any projects they believe to
be critical.

Experts across the board expect all non-essential
projects and spend to be back-burnered
indefinitely — IT departments simply won’t have
the money to expand functions. Only projects and
services that are essential for running the company
will survive.

‘Business leaders whose organisations are under
financial stress should require the CIO to re-
categorise all IT spending as “lights on” versus
discretionary, indicating that certain IT spending is
needed to maintain revenue and other IT spending
is not” says John Nerenberg, CEO of
Nerenberg.Net. ‘This re-categorisation should
include salaried personnel, contractors and
consultants.”
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3: Cancelling Peripheral Projects

New projects (and ongoing, unfinished ventures)
obviously cost money, and the necessary capital
expenditure and lines of credit have been strangled
with the ongoing crunch.

“The hurdle rate — how difficult it is to get
clearance for projects — is going up,” says the
CEB’s Shah. ‘Because the five to seven per cent
that people are having to pay for capital is
unprecedented, the landscape has changed. It was
already hard to get board approval for IT projects,
but this moves the goalposts.’

It’s not only new projects that are feeling the
strain, either — ongoing development projects are
also being re-examined and IT managers will have
to justify continued support for roll-outs that have
yet to deliver anything to the bottom line.

‘What to do with those half-built skyscrapers?’
asks Shah. ‘Projects that looked good a few weeks
ago suddenly aren’t making the grade.’

The best way for IT executives to prepare for some
difficult questions from the boss is to constantly
re-evaluate projects as the landscape changes.
Consultant John Nerenberg says a policy of
ongoing examination of the IT project portfolio is
essential, at least partly because business forecasts
are changing so quickly.

‘Examine your portfolio of IT projects, realising
that the business forecast may have looked very
different when the budget was planned and
approved,” he wrote in the Journal of
Accountancy. ‘Rebalance, as appropriate, the mix
of business growth versus cost reduction projects.

Re-examine projects that didn’t malﬁ the current
ocuments
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