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IT Cost- A Critical Issue for CIO’s

Business units demand more services and the CFO wants to reduce the IT
budget!

“Major failures in business come not so much from unmet goals, as from
lack of response to unforeseen changes.” — O.L. Duff

When the economy is uncertain or in a downturn and the investment in IT continues to increase
dramatically, driven by the user demand and rapidity of business change necessary to remain
competitive CFO’s will begin to look at IT as an expense and not an investment.

Where once IT management drove the pace of change, today the customer is in control and will
seek alternative sources of supply if the IT organization fails to respond or does not respond well
enough.

In the face of this change, the command and control measurements used by most IT
organizations do not communicate information that is understood by, or of great value to, the IT
customer.

Performance management programs must provide measurements that communicate the value
and effectiveness of the services being provided. In addition, they must also allow the IT
organization to predict, prepare for and prescribe the next challenges and opportunities that will
face the enterprise.



Why Is the Value of IT in Question?

Toral IT expense as % of zarparate revenuss

[Cantral IS combnad A 2uSiness unibEl Faeeding)

I | .
Vo L1- o =g =
Moy Technolgy o S ‘_N.I‘t ATEHzA
SEGIRTWIc: =
P i
Cimnds
50 Ei ;'/-'
S0
Lealnt-see
. f i

JE- WA - R =T- I = I 111 C v 1}
Moalisn @ ap

= IT expense as percent of
revenues is increasing and
Gartner forecasts cantinued
grovdh

= T expendliures easlly exceed
profils in mary companies

Tinve lag batwean [T investnmant and valus
realizaton

ke racl T

= Cumrulbh oot
== Zun ulklive ben=iz

pheseil Desduoqed npla atden Teecling Time
EaAnEr Haop

Typically long time lag betvween |T
invesiment and realizing the benefits

IS can help the business eslimaie
‘motentlal value' but the business
rmanagers are responsihle for value

realization’ ;



