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Objectives

= Introduce the concept and importance of IT Cost Optimization in supporting Enterprise
Cost Reduction initiatives

= Provide an overview of how you can identify opportunities for cost reduction and cost
avoidance

= Demonstrate where Best Practices can support you in every step of effective cost
management of an IT Enterprise.
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What is IT Cost Optimization?
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What is IT Cost Optimization?

Although IT organizations have done a lot to cut costs and improve efficiency in recent years, the current
economic crisis is forcing many to go even further with wide-scale cost saving — these enterprise wide cost
cutting agendas are typically referred to Enterprise Cost Reduction.

IT Cost Optimization supports Enterprise Cost Reduction in identifying IT cost optimization opportunities, then
creating a program structure, which will drive out and track the benefits and deliver sustainable cost savings

/ In functions where IT is deemed to be providing effective support to the business, is that support \
being provided in a cost-effective manner from an absolute (i.e. what is potentially achievable)

perspective, as well as compared to peer IT organizations within the industry?
= Which IT cost elements are “driving” overall IT costs and potentially causing a drag on IT efficiency?

If some IT costs are higher than industry benchmarks and best practices, what are the “root causes”,
IT Cost Optimization and how should these be best addressed?

addresses seven key What opportunities exist for to reduce the cost of selected IT elements while preserving current
questions: service levels to the business?

What is the range of savings potentially available?

If any/all of the current business constraints on IT could be “relaxed”, what levels of cost-efficiency
could be potentially realized?

KWhat is the appropriate set of metrics that should be employed going forward to properly monitor I'y

efficiency?

UtiIizing Best Practices to Sourcing activities - e.g. contracts consolidation and renegotiation \
drive IT Cost Optimization Process fitness - e.g. process redesign for asset return or improved service quality

can heIp to identify and Demand challenge - e.g. person-time reviews — contractor usage and rates
deliver sustainable cost Technology changes - e.g. virtualization and rationalization
savings, through methods Business enhancements - e.g. vendor management capabilities
including: Green IT- e.g. data centre efficiency, sustainable enterprises and other energy efficiency initiatives ~_/

IT Cost Optimization covers cost reduction and cost avoidance and needs to ensure that value is retained or

created.
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Why Managing IT Costs within the Enterprise Matters ?

IT spending represents a substantial portion of overall operating expense and revenue

Cross Industry - IT Spend as % of Revenue - 2008 IT Spend as % of Operating Expense - 2006

Datahase Average
44 % 4.5% Banking & Financia Services
Information Technology
r 4.0% Media
Professional Services
3.5% Telecommunications
Govemment
3.0% Insurance
Pharmaceuticals & Med. Products
2 6% Transportation
Education
2% i
Hospitality & Travel
Electronics

Consumer Products
Utilities

Construction & Engineering
0.5% Chemicas
Metals & Natural Resources
T T T T T 0.0% Food & Beverage Processing

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 Eg;g:

0,
3.0% 34%  3.4% 3.5%

1.5%

1.0%

0.0°% 2.0% 4.0% 6.0% 8.0% 10.0%  12.0%

IT expenses are expected to grow proportionally slower than budget growth

4 )

» Industry benchmarks indicate average IT spending growth during good economic times is 2-3 %
= |T spending during tough economic times is generally flat or down by as much as 5%

= Most companies today are restructuring their cost base to shift spending from “commodity processes” into higher value add
services (e.g., Analytics)

- J
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Why overall Enterprise Cost Reduction and supporting IT Cost Optimization Matters

Falling
share price

Internal cost
pressures

To reinvest
in 1T

As a cost
health-
check

Ineffective
cost controls

Deloitte

N
Where a business is experiencing share price decline and needs to reduce their IT operating costs without
reducing their capabilities (typically Chief Financial Officer (CFO), Chief Operating Officer (COQ), or Chief

Executive Officer (CEQ) led)
J

N

The broader business feels that they are not receiving the appropriate value from IT and wish to challenge
the costs (typically CFO or CEO led)

J

~

Where there is pressure on IT to deliver enhanced or additional capabilities without any/significant increase
in operating costs (typically CIO or Chief Procurement Officer (CPO) led)

),

N
The client wants to carry out an independent health check to ensure they get good value for IT and to
identify cost reduction opportunities (typically CIO or CPO led)

J

N
Typically this situation occurs where the client has reason to believe that their procurement or IT
departments are not demonstrating effective cost control (typically CFO or CEOQO led)

),

Where two organisations are in the process of a merger and are seeking to deliver the estimated financial
benefits of the merger (often private equity led)




Supply and Demand Context for IT Cost Optimization

Effective IT Cost Optimization encompasses and requires a clear understanding

of a complex set of both supply and demand drivers

Managing the gap between
supply and demand is central to
effective cost optimization
- balancing cost and quality.

Supply

+ Performance + Service Potential . .

Business < IT Service Provider
Business Assets l IT Assets

- Constraints i + Costs

Resources < IT Services Resources
Portfolio
Capabilities . Capabilities
+ Demand - Unused Capacity

T + Demand (Product

Diversification, Market
External Penetration) Somewhere between 20-70% of all IT
Clients investments are wasted.

An IBM Survey of Fortune 1000 organizations

showed that CIOs feel that 40% of IT spend is
of no value to the Enterprise and could be
avoided.
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Investment Type Context for IT Cost Optimization

Understanding IT Spend By Investment Type Also Helps Set The Appropriate Business Context For IT Cost

Optimization Efforts

Budget by investment type

Budget by expense type-typical view

Hardware & Depreciation

5% of IT

5% of IT
spend

spend
Growth

Increase revenue and
business size

Outsourcing & Services

Hdw/Sw Maintenance

Communications

Consumables
60% of IT
spend

30% of IT

Support/Other spend

The composition of the portfolio will change in line with Business Alignment
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IT Lifecycle Context for IT Cost Optimization

Understanding IT Spend By Lifecycle Stage also Helps Identify Cost Optimization Opportunities

Expense type by Lifecycle view

Tactical

Plannin Service SR
Strategic ang Service Service Service

Planning Design Transition IR Improveme

Organizatio nt

n

. _saaes |
. Software |
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Where Can Best Practices Help?
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Where Can Best Practices Help in IT Cost Optimization?

. There are a number of Best Practices and Public Frameworks available that can greatly facilitate IT Cost Optimization in
a number of ways.

. These tools are easily available to organizations, but the difficulty is knowing where, when and how to apply them.

. CobiT — Control Objectives for Information and related Technology — a Governance Framework providing detailed
objectives for the requisite activities within an IT Enterprise across four domains — Plan and Organize, Acquire and
Implement, Deliver and Support, and Monitor and Evaluate

. ITIL V3 — The recently updated and expanded ITIL publications now focused on the management of IT Services through
their lifecycle from Service Strategy to Continual Service Improvement.

. Val IT — A relatively recent framework for the establishment of effective governance around IT-enabled business
investments

. Lean Six Sigma — Business Process Optimization focused on continual improvement of process by the removal of non-
value add activities and ensuring customer aligned outcomes, while also minimizing the number of defects in normal
operations.

. PMBoK/PRINCE2 - De facto project management methodologies for the successful initiation, execution, and closure of
projects that deliver to requirements.

. Managing Successful Programs — De facto UK program (project portfolio) management methodologies

. Balanced Scorecard — A Performance Management approach to ensuring that metrics are focused on all elements of
interest to an organization i.e. Financial, Customer, Internal and Innovation. These can be cascaded to ensure all
departments are supporting the overarching strategic objectives of an organization.

. Management of Risk framework — A comprehensive framework of guidance on how to effectively manage strategic,
tactical and operational risks.
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Best Practice Overview - Lifecycle Context for Best Practices

Understanding where these Best Practices support IT Strategic Planning, Transition and Delivery is critical to
successful Cost Optimization

Best Practice by Lifecycle view

Tactical

. - Continual
Strategic Plannal:g Service il Service Service

Planning Design Transition IR Improveme

Organizatio nt

n

CobiT

Plan and Organize Acquire and Implement Deliver and Support Monitor and Evaluate
ITIL V3

Service Strateg csl

Val IT
PMBoK/Prince2

Management of Risk

Balanced Scorecard
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How do | approach IT Cost Optimization
through Best Practice?
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Where Best Practices Can Support the Six Phases of IT Cost Optimization

Best Practices Can Provide useful Portfolio and Benchmarking Tools throughout the Cost Optimization

Approach Phase

Phases

Key Activities

Key Frameworks

: Plan scope, approach and level of detail
: Conduct IT budget & general ledger review

Deloitte

Step #17: Communicate lessons learned and recommendations
Step #18: Implement additional recommendations

Six Sigma

-14 -

1
! |
1
1 .
' I. Analyze : Conduct Best Practice Benchmark CobiT/ ITIL :
(@] . . . 1
£ : Conduct business & IT interviews h
£ | |
® 1
a : ILF lat : Analyze IT costs & drivers 1
S o LRl _a_e : Identify first pass IT cost reduction opportunities VAL IT :
5 : Opportunities : Select opportunities for further analysis !
S | I
2 . ... . !
ool : Investigate opportunities in greater detail ITIL V3 .
8 : : Validate opportunity size and risk MoR 1
: : Prioritize opportunities & related dependencies ° :
1
[N o o o 0 O o e e
: [ Step#10: Evaluate appropriate balanceand timing ~ ~~ ~~ ~ "~~~ 7] B - ':
c . Step #11: Create business case for top initiatives |
o |
=1 V. Imgllem(.antatlon Step #12: Select final opportunities to pursue for cost reduction MSP :
< : i) Step #13: Assemble implementation/risk mitigation plans and project ITIL V3 1
OE’ | team X
<@, 1
g' | Step #14: Execute the implementation plan PMBOK X
= ! V. Implement Step #15: Identify, define, track and report cost reduction process, PRINCE2/MoR !
S benefits & results ITIL/SIX SIGMA i
O COBIT 1
'g ! 1
o ! !
= ' VL. Audit and Step #16: Audit actual vs. expected benefits achieve & costs Balanced Scorecard X
8 : Continuously Improve incurred. Identify additional recommendations CobiT :
: |
1 1
1



Approach Overview — Analyze — supported by CobiT

The first phase of the IT cost reduction activity includes the gathering and analysis of information
from budgets, previous cost studies, internal capabilities and interview responses.

Example Activities

Best Practice Benchmarking Span-of-Control Analysis

Do the spans of control appear reasonable compared to competitive
How does the organization compare with best practice benchmarks? benchmarks?

m  What are the Organlzatlonal maturlty levels around the CobiT framework? = Howdo management structures and pay grades differ by function?

= What are the greatest opportunities for improvement? = Are ‘shadow organizations’ revealed by analyzing dispersion of job titles

= Can we map these areas of maturity to the key areas of cost? and reporting structures?
= At what level are the greatest opportunities?

Functional Expense Analysis IT Outsourcing Analysis

Where are the key areas of cost?
Are there opportunities to save by outsourcing key functions?
?
= Where are costs being incurred across the service lifecycle? = Whatis the cost-benefit analysis of outsourcing activity?
= Which functions have highest costs for certain key expense line items? . i
= What are some of non-value adding activities?
. . . . N
= Which functions provide the greatest opportunity for cost reduction? = Are there alternatives to current support model?
= Which cost elements change most responsively with revenue and volume?

25,000.00¢
i Seoce 557 20,000.00
— E‘W/Q e 15,000.00 I—I These analyses guide and prioritize deeper
1000000 i y analysis while making full use of available
‘vmﬁm Ea}s & Ey&' data
iy s 5,000.00 &+ ..-.f P
&4 &0 g‘f‘d &
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Mapping CobiT Maturity to Key Areas of Cost

Mapping key cost areas to levels of maturity can provide an immediate ‘heat map’ of cost/immaturity correlation.

Plan &

Organize

Acquire &
Implement

Deliver &
Support

Monitor &
Evaluate

Focus areas KCA? Focus areas KCA?

PO1 - Define a
Strategic IT Plan

PO2 - Define the
Information
Architecture

Al1 - Identify
Automated Solutions

PO3 - Determine
Technological
Direction
- Define th?ﬁ'\
Processes,
Organization and

Relationships__~

Al2 - Acquire and
Maintain Application

AlI3 - Acquire and
Maintain Technology
Infrastructure

Operation and Use

PO5 - Manage the IT
Investment

AlI5 - Procure IT
Resources

PO6 - Communicate
Management Aims
and Direction

—  Al6 - Manage
Changes

[~

- and
Accredit Solutions and
Changes

PO7 - Manage IT
Human Resources

PO8 - Manage Quality

PO9 - Assess and
Manage IT Risks

PO10 - Manage

Projects

Deloitte
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- Define and

/rLage-Semee-Lewn\

DS2 - Manage Third-
arty Services
DSS3 - Manage
Performance and
Capacity

D ]

DS4 - Ensure
Continuous Service

5 - Ensure Systems
Security »

“OS6—identfyard

Allocate Costs

DS7 - Educate and Train
Users

DS8 - Manage Service
Desk and Incidents

DS9 - Manage the
Configuration

DS10 - Manage
Problems

DS11 - Manage Data

DS12 - Manage the
Physical Environment

DS13 - Manage

Operations

Focus areas

ME1 - Monitor and
Evaluate IT
Performance

ME?2 - Monitor and
Evaluate Internal
Control

ME3 - Ensure
Compliance With
External
Requirements

ME4 - Provide IT
Governance

Key:

X1 = Key Cost Area
O = Low Maturity
Control




Approach Overview — Formulate Opportunities — Supported by VAL IT

During this phase an initial set of cost reduction opportunities is generated based on the outputs
Opportunities of the analysis phase and the identification of cost drivers.

Il. Formulate

Example Activities

Assess Four “Ares” of VAL IT Document and Categorize Opportunities

. . . Proposed Opportunity Objectives 5 I Investment Sustinabili Risk
= Are we doing the right thing? oz g ™
g hengntihing i wi St or - cgn e whin ot © © © e o
H H things? benefits?
= Are we d0|ng them the rlght Way'? = Asset Rationalize and retire redundant software © O ©
Are we doing them well? e
| | . ;
g ) - - Supplies Ferbmanes gﬁcgent:azgl?nscnntrachwrth major vendors for O O o o O
- Are we gettlng the Value from them : doing them getting Dats Center Optimize datacenter by consolidation of
"::"'t "'::l:" =ervers, storage and networks 0 O D O 0
Red ti oy I i
Sxterralvendors geate: scale and sxperience | @ O [ ) ) ©
o ] ] N ot of s Sl ootk e © O o) Y ©
Allows an organization to identify where the opportunities for cost [RESTET " sssocisted cusls
reduction fall — Strategic, Tactical, Operational and Value Reduce expense by better allocation of © © O O ©
Management. Esfﬁ;:dexpmss by eliminating applications O 0 O O .
Cre?t;sljlared service model to get improved O 0 O 0 0
. . . COSTetciency
For egample, we might be doing the wrong things very well, therefore Reduce expenses by eliminating excess PC © © o © ©
needing to review the IT Strategy and Governance Model to ensure and evaluate buy v3 lease
. Unéawourable O Favourble

effective Business Alignment, Investment Management and Portfolio
Management.

These analyses start to form the basis of the quick wins and longer term more sustainable cost reduction
opportunities.
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Approach Overview —Validate and Prioritize— Supported by MoR and ITIL V3

The phase validates identified opportunities through a more detailed level of analysis and
estimates relative size and risks.

Once validated, opportunities are prioritized and are ready for Implementation Planning.
Example Activities

Strategic Alignment, Risk Management, and Benefits Estimation Opportunity Prioritization Framework

= Opportunities need to be assessed for their alignment with strategy, their = Opportunities that have been carried across from the previous phase will be
associated risks, and the anticipated benefits they will deliver. validated and prioritized accordingly based on the discussed criteria.
. MoR provides a - | =
framework for initial p———_——-N o | e | o
analysis and subsequent e | © | ® e | ole
management and | 0 | © o lTele
mitigation of risk. - e e e oo
s | | O e (O | @
RGOS e ® Q O © | O
= ITIL v3 Service Strategy covers : :
Service Portfolio Management and = Identified opportunities will be prioritized or tiered based on the
Strategy generation to allow for implementation complexity and benefit size.

Strategic Alignment.
Example Cost Reduction Opportunities “A” through “E"
= Continual Service Improvement High
provides guidance on Performance
Management and Benefits
realization. l.e. Intangible and
Tangible Benefits Capture, Metrics
for screening opportunities, NPV,

Rationalize

Redesign

Expense Savings

IRR, and Balanced Scorecards.
c
B
Tier 1 Tier 2 Tier 3
Low
Easy Implementation Complexity / Risk Difficult

B Size of bubble is scaled to the size of opportunity
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Approach Overview —Validate and Prioritize— Supported by MoR and ITIL V3

The phase validates identified opportunities through a more detailed level of analysis and

IIL. Validate and estimates relative size and risks.
Prioritize
Once validated, opportunities are prioritized and are ready for Implementation Planning.

Example Activities

Opportunity Prioritization Framework

Focused IT “Peer” Benchmarking Can Provide Valuable Insight Into Prioritizing Target Areas For Follow-up Investigation

Potentially
Inefficient andfor

Business

Constrained; Further
Analysis Required
° Clustere

Low d

Low High IT Costs
Relative IT Cost Vs. Peer Organization Cost

High

IT Efficient; No
Immediate Action

Potentially Inefficient
and/or “Over-delivering™;
Further Analysis
Required

© Level of Business Impact

Low Impact; N
Action
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Approach Overview — Implementation Planning — Supported by MSP, VAL IT and
potentially all other Frameworks

During this phase of the IT Cost Optimization Approach planning for the implementation of the
Planning identified opportunities, including identification of the Best Practices to be leveraged.

IV. Implementation

Example Activities

Identification of the Reduction Strategy and Business Case

Selection of Best Practices (if possible)
Development

= Reviewing the opportunities for change, the opportunities and identifying = Based on the type of opportunities to be implemented, Best Practices
similarities, common areas, overlaps and interdependencies to establish should be identified as resources to ensure effective value delivery of
program plan. benefits and to deliver to expectations.

Best Practice by Lifecycle view

= Steps consist of
- identifying a Program

Tactical Service Service Continual
Ph"""."g a_nd Transition ‘Operation EE
Organization Improvement

- defining a Program Strategic

Planning

- managing the tranches of
projects

- closing a Program.

Cohil

ITIL V3

E
PMBoKiPrince?

Six Sigma

Management of Risk

= Before a program can start, a Business Case should be developed to Balanced Scorecard
ensure that moving forward the Investment Management and Value
Governance principles of VAL IT are adopted.

Once the Business Case has been approved, and the Best Practices have been identified, resource allocation
and project initiation can start.
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Typical Cost Reduction Strategies

In our experience, organizations want to focus on short term cost reducation opportunities leads us to

concentrate on these cost categories and these types of strategies:

Cost Categories Typical Cost Reduction Strategies

Review

Deloitte

Review Establish
Structure Staffing / Marant Layers Shared
Skills Mix gy Services
Review
. IT Process Principles Reduce Low Improve |T
Operating Model Efficiency Policies and Value Added Competencie
Procedures
Business Control Rationalize Improve
. Discretionary : Demand
Alignment Activity Projects Management
. . . Rationalize Control Consolidate
Applications Development and Maintenance Application Discretionary Centralize
Portfolio Activity Resources
Data, Network and Optimize apmize Consolidate
i Licensing P Infrastructure
Infrastructure Architectures Utilization
Review Review
énggrrgiﬁe Contract Compensatio
9 Compliance n
Sourcing, Compensation and Other
Improve / Identify Tax Review Contractors
Consolidate Savings and & Offshore Resources
Contracts Tax Credits

-1 -




Approach Overview — Implement — Supported by MSP, VAL IT and potentially all other
Frameworks

During this phase of the IT Cost Optimization Approach opportunities are implemented using Best
Practice guidance around project management and specific Best Practice guidance where
possible.

Example Activities

Implementation of Opportunities using Best Practice Principles

Opportunities
Efficiency Program

Low Value
A(jde:d

Review
Roles, and
overnance

mprove
Competenci

Program Management Stream (MSP, VALIT)

Process
Efficiency
Project
(PMBoOK,
Prince2)

Balanced Score Card, ITIL Continual Service Improyement
Opportunity Specific @ @

. igma
Best Practice Layer

Frameworks
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Approach Overview — Audit and Continuously Improve — Supported by CobiT, ITIL
CSI, and Balanced Scorecard

VI. Audit and During this phase Audits are performed to ensure that the benefits articulated in the Business

Colntinuouslv Case have been delivered and that Continual Service Improvement is being undertaken
mprove

Example Activities

. Establish proper metrics early on to increase visibility of cost

= Ongoing audits should be undertaken to assess the ongoing effectiveness
going aud! . . going v components and reduce irresponsible spending in the long run

of the implemented recommendations and opportunities.

= COBIT is typically the framework used in internal audits but will depend on ~ * These metrics must be established early on and measured
the anticipated benefits. throughout the cost reduction exercise.

= The delivery of value can be audited across all dimensions of the IT . “You cannot manage what you cannot measure”
Organization — Strategic, Tactical, and Operational. The capture
management, and measurement, of the benefits for subsequent scrutiny . The ITIL CSI 7 Step Improvement Model Can be leveraged to
can be facilitated by cascading Balanced Scorecards. continually improve the realized benefits.

Financial

- Strategic Benefits : '
o Identfe 1. Define what
TP el = Vision and Strategy - you should
N
B

Financial

Tactical Goals measure.
% Tactical Benefits “ Operational Goals
B
i
7. Implement corrective 2. Define what you can
ol Busingss action. measure.
] ' ]

6. Present and use the GOAL

Operational Benefits information assessment 3. Gather data:
s summary action plans Who? How? When?

i ?
and so on_ Integrity of data?

Tosucceed

Strategic Results

5. Analyze the data: _
L Relations? Trends? 4 Er';fm';‘g data-
- - ?
_}Ag(r:oen'jslngé%plan, il Format? System?
g ~ Accuracy?

Corrective action?

Tactical Results ‘ K

Operational Results

These activities underpin best practice principles around effective Value Management and Continuous Service
Improvement
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Lessons Learned
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Lessons Learned — Cost Reduction Strategies Vary Greatly in Complexity but Best
Practices Provide Great Guidance for Successful Implementation

Opportunity Focus

Operational
Improvements
A Rationalize
Redesign
Restructure
v . Reinvent
Strategic
improvements

Description

% Savings*

Eliminating non-value-added activities

Standardizing and streamlining
activities; reengineering processes

Consolidating and realigning business
unit process and activity
responsibilities

Reconstructing the business model
and the parameters of operating
performance

Increasing Efficiency Gains

Deloitte

5-10%

5-10%

5-10%

20-30%

* Relative savings estimates based on Deloitte experience
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Lessons Learned

Strategic Wins deliver larger more sustained cost reduction opportunities but are typically more complex.

Our cost reduction engagements have typically identified and yielded a
consistent range of savings and the timing required to achieve these savings.

Quick Wins help

10-15%
savings

7-10%
savings

2-5%
savings

Deloitte

Increasing benefits & sustainability

to build momentum and foster organizational change through early delivery of value.

Creating a low cost IT model
- Strategic

Streamlining the IT cost base

Review and reengineer IT processes
Institute IT governance systems

— Tactical Outsource:
— Commodity-type IT operations
— Development of non-strategic
applications
‘Quick wins’ — Operation = Consolidate data centers Evaluate the use of low cost labor pools
= Standardize, rationalize and consolidate i.e. offshoring
applications Standardize software development

= Cut contractor spend = Centralize common services and methods and tools
= Retire redundant. software licenses, remove duplicated services Ensure compliance to standard

hgrdware & appllcat|or.15 , = Standardize, rationalize and consolidate architecture
= Kill redundant or marginal projects Hardware Devices Manage all IT projects as one portfolio
= Set demanding targets for project ® Introduce demand management for and apply evaluation analysis

delivery infrastructure services
= Reduce non-core technical resource = Rationalize to core product offerings
= Reduce bought-in goods & services = Exit low performing staff
= Centralize procurement for: = Renegotiate network sourcing

— Hardware and software

— Contractors & consultants

— — >
Increasing implementation time & costs
1 month 6 months 1 year 2 years
-6 -



Lessons Learned

Executive quotes from “the front”

Designate a senior level “Cost Czar” to break down organizational
barriers and stigmas

“... ECM task team was very effective in its strategy

Cost reduction wins no congeniality contest and cannot be treated with a formulation and planning, but active support from the top
“flavor of the month” attitude. Consistency and commitment from the was sporadic. We ended up going through a lot of cycles
highest level will drive success. IT COST OPTIMIZATION HAS TO getting all the stakeholders on board ...”
START IN STRATEGY

n You cannot manage what you do not measure
Establish proper metrics early on to increase visibility of cost components “... We hit initial targets but after one year lots of costs crept
and reduce irresponsible spending in the long run back into the organization ...”

n Best Practices can be leveraged easily to deliver and support cost
savings or cost avoidance initiatives

The difficulty is wading through the myriad frameworks and tools and ... We did not realize how hard it would be to get the whole
applying the theory at the right times. organization behind us...

7

n Be pragmatic; overcome the angst of execution

While a good fact base is critical to making informed decisions, resist the R .
temptation of endless analysis and benchmarking. Think of the .. We beat the analysis and benchmarks to death. We were
voluminous studies gathering dust on the shelf that were never overly opt/m/st/c_ during the assessment anq ended up fa’I,I/ng
implemented. A FORMAL, STAGED APPROACH IS NEEDED. short of publicly-announced cost reduction targets ...

14

H Creativity and communication go a long way

Make it stick by tying to the higher cause or “what’s in it for you” (e.g.,

e X “... Real benefits were slow to materialize and enthusiasm to
“green initiatives”) to help change customer and employee behavior

implement cost improvement fizzled out very quickly” ...”

4
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Summary
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Summary

Overall, IT Cost Optimization can seem daunting, but it all comes down to common sense and discipline

around “simplification”. Best Practices are there to help you, the trick is to know how, where and when.

“ IT Cost Optimization is important to IT departments as pressure increases to deliver more value
with less resources. The first step on this journey is to understand your existing expenditure
profile across the enterprise.

n Tangible and demonstrable IT Cost Reduction IS achievable if a structured approach to
implementation and value management is followed and Senior support is secured from
Day 1.

n The more strategic, foundational changes in IT Departments typically deliver the larger,
more sustainable cost reduction opportunities — but are higher profile, higher risk and
require more effort to ensure success.

n Best Practices can be leveraged to deliver and support cost savings or cost avoidance
initiatives. Knowledge and experience of these tools and frameworks is required to ensure
the most pertinent areas are applied.

B As IT is a strategic enabler, Cost Reduction Strategies have to be aligned with the overall
strategy of the business. Efficiencies therefore realized in IT will impact the bottom line.
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Sample Industry Publications

Procter & Gamble started using best The Louisiana Gas & Electric
practice principles in 2006 and has Energy LLC has reported that the
seena 6% fo 8% cut in operating company typically saves at /‘?an
costsand a 15% to 20% reduction 25% in /T.COSI‘S after leveraging
in technology personnel company best practlces as part of a cost
wide. reduction exercise.

The Avaya Inc. implemented ITIL which
has helped the telecom provider cut their
IT budget by 30% while also helping to
comply with Sarbanes-Oxley legislation.
Their CIO now sits on the board, and /7 /s
now viewed as part of the business, and
not just an operational cost.

Caterpillar has been able to grow Jts Johnson and Johnson saw a cost

business exponentiallyin the past savings and avoidance of more than

five years with only 7 percent 330 miflion in 2005 alone by

increase in its IT buadget. implementing a “Process Excellence”
methodology based on Best Practice
principles.
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Deloitte’s specific experience in IT Best Practice

Design and implementation of ITIL-
based processes and supporting
technology solutions for event,
performance, availability management
and job scheduling

VIsA

Resulted in a highly-available IT environment
achieved through the development of processes and
technology for monitoring and job-scheduling.

Swiss Global ITIL-based Service and Asset
Investment Bank  Mgmt. requirements

analysis and enabling-
technology selection, resulting in a selected technology
accepted by all major stakeholders. The ITIL
processes analysed were Service Desk, Incident,
Problem, Configuration and Service Level mgmt., for
the various operating models including desktop
support, back-office operations and front-office trading
support

Development and integration of
processes within existing Centres
of Excellence.

» Conceptual support model development

» Communications strategy and plan

» Proposed location or locations

» Detailed Country/EU reviews

» Definition of SAP < Support organization transition

Y¥ The Royal Bank
AR of Scotland

Review of all Service Support and Service Delivery
processes within IT. Designed, built and implemented
technical change management processes and
associated toolset using Peregrine ServiceCenter
technology.

Formerly ]IV["
-l
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S FINANZIT

ITIL process and service desk migration strategy for
major German conglomerate. Using the ESM process
model, examined existing processes and service
desks. Recommended process migration strategy to
single instance service desk software.

SIEM ENS Design and implementation of a global
system management solution replacing

locally designed and implemented tools
and processes with a virtually
centralized solution.

Reduced operating costs through centralisation and
standardisation of Availability and Performance

SEARS

Review of IT processes and change requirements
as part of a Tivoli implementation. Problem
management processes were addressed through
distributed monitoring.

Q vodafone

Development and operation of the Support Group to
assist business during large implementation.
Developed, rolled out and performed the service
desk function, incident, problem and change
management.

Management processes and tools, based on ITIL.
Standardised IT Service Management
processes - improved IT support and

.' I l enabled cost reduction.

Implemented a 24x7 Global Service Desk and Centres
of Excellence (CoE). The Service Management
processes deployed were Incident, Problem, Change,
Configuration, Service Level and Release, all based on
ITIL best practices.

German Global
Investment Bank

Analysis of management reporting
and all ITIL process areas. IT
Budgeting, Cost Management and
Time Reporting achieved through
the assessment, definition and
implementation of standardised
processes and tools.

% pepsico ,Eﬁ

Design and Rollout of a full Enterprise Systems
Management solution to manage distributed
infrastructure and applications. Extensive process re-
engineering around ITIL Service Support and Service
Delivery.

Transport
for London

IT Environment Methodology (ITEM) assessment for
systems management processes. Produced a gap
analysis per ITIL process, identifying and prioritising
any process improvements within the operations
support organization before the critical go-live period.

b
)%Avenﬁs Centre of Excellence Strategy
Design and implementation of processes, governance
and infrastructure for Central Services Organization
supporting Content Management. ITIL and MOF were
incorporated in deliverables adhering to the
pharmaceutical industry’s quality assurance

6131 requirements and Aventis’ methodology

WRIGLEY

Development of the organizational strategy for
Centres of Excellence; development of the IT
operations conceptual model; and development
of the transition and implementation plans.

239 -

Firemank  Development and implementation of
Service Level Management (including

Acompanyofthe  S€rvice Level Agreements, Operating

Allianz Group Level Agreements and Contracts) in

accordance with the ITIL framework.
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