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From the Editor, Gabriele Piccoli

Creating Solid Business Cases from Start to Finish

This month we take a break from our focus on IT inno-
vation and its many facets and return to basics. Perhaps
one of the most challenging aspects of life in the IT
business is the difficulty we often face in selling projects
internally to the organization. There are many reasons
for this difficulty. In the collective mindset, the “IT
guy” is seen as a person with questionable social skills
who is much more comfortable in front of a computer
than an audience — especially an executive audience
speaking a blend of marketing, finance, and strategy
mumbo jumbo.

I am not sure how much truth this stereotype holds.
What I am sure of, having spent my life at the intersec-
tion of management and engineering schools, is that
much less emphasis is placed on communication and
business fundamentals in technical programs. IT pro-
fessionals are excited by the possibilities of technology
and are typically doers, not talkers. After all, if it works
well and it is efficient (and perhaps elegant), there isn’t
much to discuss or explain. I love the honesty of engi-
neering and technology.

But the business world is rarely so clear-cut. First, you
are often attempting to obtain resources for something
that you have yet to build; thus we really don’t know if
it will work or not. Moreover, a good idea is not a good
idea until it exists in the minds of others (particularly
decision makers). This sounds a bit philosophical, along
the lines of “if a tree falls in the forest and nobody hears
it, did it really make noise?” Yet, when proposing a
project, it is critical that those who have to approve it
“see” the benefits that it will deliver.

Note that like any communication feat, the crafting of
a sound argument is first and foremost an act of clear
thinking. I was recently asked by a PhD student how I
learned to write clearly in English, being that Italian is
my mother tongue. After reflecting on the question, I
responded that writing clearly is not a matter of gram-
mar or vocabulary — those come with time and a lot of
reading (the kind of massive reading you do in a good
PhD program)! But writing clearly is about thinking
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clearly. If you know exactly what you intend to say,
putting it on paper is no problem. The same, in my
opinion, holds for any argument designed to garner
support and funding for a project. But while in theory
this sounds fine, in practice making business cases

and having them approved remains one of the greatest
challenges IT professionals point to in their work.

Of course, no part of my diatribe above will probably
shock or surprise you. You have heard (if not experi-
enced) all this before. As I've said in many of my pre-
vious editorials, at CBR we don’t just raise issues, we
tackle them and try to provide guidance as to how

to solve them. It is for this reason that we decided to
produce a long overdue issue of CBR on crafting better
business cases. Our intent is to evaluate how the organi-
zations in our base of respondents make business cases
today; to benchmark the success (or lack thereof); and
to provide tangible guidance on improving the quality
of your arguments and the odds of receiving approval
for the projects that you propose.

Our academic contribution is provided by John Ward
and Elizabeth Daniel. John is Professor of Strategic
Information Systems at Cranfield University, School
of Management (UK). John’s main interests are the
strategic uses of IS/IT, the integration of IS/IT strate-
gies with business strategies, the development of orga-
nizational IS capabilities, and the management of IS/
IT investments. Elizabeth is Professor of Information
Management and Associate Dean for Research and
Enterprise at the Open University Business School
(UK). With John, she is coauthor of the book Benefits
Management: Delivering Value from IS & IT Investments.
She has applied the benefits management ideas in many
organizations in both private and public sectors.

The practicing side is contributed by Mike Sisco.

Mike is a Senior Consultant with Cutter Consortium’s
Enterprise Risk Management & Governance and
Business-IT Strategies practices. He is also founder of
MDE Enterprises, Inc., an IT manager training company
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whose mission is to provide practical insight and tools
to help IT managers of the world achieve more success.

John and Liz provide a very thorough discussion of the
role of business cases. They also provide substantial
insight, drawing both on the current Cutter survey and
previous data they have assembled in their independent
research. They classify the respondents in four cate-
gories: the underappreciated IT function, the low value-
added IT function, the high value-added IT function,
and the IT function that is getting away with substan-
dard results. Using this categorization, they draw con-
clusions as to the value of different behaviors related to
the development of business cases, the identification of
benefits, the estimation of cost, and post hoc evaluation
of the investments. John and Liz’s contribution ends
with tangible guidance.

Mike begins his contribution by taking the perspective
of those who read and approve (or reject) the business
cases we write. Based on this evaluation, he identifies
some of the biggest challenges we face. With this frame

of reference in place, he evaluates the survey results and
proposes a set of prerequisites for approval: credibility,
trust, and business value. Mike also concludes his piece
with a set of tangible guidelines that you can immedi-
ately implement.

I am very pleased with this issue, as I think our contrib-
utors have been able to go deeper than the standard
stuff we read about crafting business cases. I think that
this issue of CBR will be one of the best received and
will find immediate use in many of our subscribing
organizations.

— Gabiriele Piccoli, Editor,
Cutter Benchmark Review
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by John Ward, Professor, Cranfield University (UK); and Elizabeth
Daniel, Professor and Associate Dean, Open University (UK)

Increasing Your Odds: Creating Better Business Cases

Studies continue to show that as many as 70% to 85%

of IT investments fail to deliver the expected benefits [3,
4]. Our research and work with companies over the last
decade have shown us that the preparation and use of a
comprehensive and robust business case is a major con-
tributor to improving the success rate of IT projects. The
results of the Cutter survey presented in this issue of
CBR underline this fact; better business cases not only
increase the chances of getting investments funded, but
they also increase the overall business value delivered
from projects.

Based on our research and consultancy with organi-
zations, we published Benefits Management: Delivering
Value from IS & IT Investments in 2006, which describes
an approach to managing information systems and
technology investments that has been adopted by many
organizations [6]. The process and tools in the approach
ensure a focus throughout project definition, planning,
and implementation on the identification and delivery
of the benefits an organization wants from its invest-
ments. This encourages both IT and business managers
to work together to identify and quantify the expected
benefits and then to determine how they will be
achieved. This includes the necessary changes to busi-
ness processes, organizational working practices, and
even roles and structures as well as the IT applications
and infrastructure. We believe a business case should
not be prepared — and most definitely not approved —
until both what is expected and how it can be achieved
have been clearly investigated and understood.

We should clarify what we mean by a “business case.”
In many organizations this is interpreted as a purely
financial case for investment, but in our view it is a
more comprehensive “argument” that should describe
all the benefits expected, whether or not they can be
expressed financially. While any business case should
describe as many of the benefits as possible in financial
terms, an exclusive focus on such benefits can result in
a number of problems including;:
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= “Creative” calculations of financial benefits based on
inadequate evidence

= Only sufficient financial benefits being claimed to
provide the necessary return in relation to the costs

= Understating the costs of implementation to make the
investment more attractive

While senior managers and shareholders are primarily
interested in the forecast ROI, many of the other stake-
holders are often more interested in the softer or more
subjective benefits that will be delivered. It is often
these stakeholders who will have to change how they
work to deliver the financial benefits, and they will
inevitably be less committed if there is nothing in it for
them [1]. In working with organizations, we have seen
many examples of why it is important to express bene-
fits in terms that users appreciate. One striking example
was during our involvement in the UK National Health
Service’s $12 billion investment in new IT systems. One
of the systems being deployed provides online report-
ing of all clinical test results to staff in hospital wards.
Although managers wanted to focus on the cost savings
this would yield, the clinical and nursing staff members
only became interested when they realized that the
system would stop them from having to wait for test
results to be delivered or from having to leave the
wards and their patients to collect results from other
departments. As a result, they were keen to use the
new system, which was essential to realizing the cost
savings the managers wanted.

Even though senior managers usually insist on a strong
financial case, other research suggests that they do not
always demand rigorous evidence to support major
investment decisions. This lack of evidence can lead to
“delusional optimism” due to an overestimation of the
benefits and underestimation of the costs of achieving
them [2]. And, of course, overinflated benefit figures
in business cases are likely to perpetuate the reported
low success rates! The data in this recent Cutter survey
shows that this is all too often the case with IT invest-
ments in many organizations.
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SURVEY DEMOGRAPHICS

Given our interest in how organizations can increase
the benefits they deliver from their IT investments and
the central role of business cases in achieving that, we
were delighted to be invited by Cutter Consortium to
undertake this survey about the quality and effective-
ness of business cases for IT investments. We are also
pleased that the results of this survey are consistent
both with a survey we carried out in Europe on this
subject in 2006 [7] and our experience of how the more
successful organizations develop and manage their
business cases.

Overall, the survey generated 84 responses. These

were from a wide range of organizations from a broad
spectrum of industries in many countries, including the
US (46%), Europe (24%), and India (11%). Large orga-
nizations (those with more than 500 employees) repre-
sented the majority of the sample (67%) with small and
medium-sized organizations representing the remain-
ing 33%. Just over half the responses were from IS/IT
managers or consultants and the rest were from busi-
ness managers in various roles.

MEASURING SUCCESS

With such a good response, we were able to differen-
tiate those organizations that are more successful from
those that are less successful in delivering the benefits
expressed in their business cases. This enabled us to
compare practices in developing business cases to see
which were more frequently associated with higher
levels of success. Given that the business rationale of
making investments in IT is to deliver benefits to the

organization, we took the achievement of expected ben-
efits as our measure of success. More successful organi-
zations are defined as those where more than 50% of
their IT investments deliver the expected benefits (43%
of respondents), and the less successful organizations
are then defined as those where less than 50% of their
projects deliver the expected benefits or those that do
not know how many projects deliver the intended
benefits (57% of respondents) (see Graph 1 in the
Survey Data section beginning on page 24). The analy-
sis that follows is based upon a comparison of the two
groups: the more successful and the less successful
organizations.

SATISFYING MANAGEMENT

The Cutter survey asked about management’s level

of satisfaction with the value delivered by IT to the
organization (see Graph 2). It is interesting to compare
how this view relates to the actual level of investment
success described above. It seems obvious that if the
majority of IT investments are delivering the benefits
expected, then management would be satisfied and
vice versa, but as seen in Table 1, which analyzes the
responses according to both success and satisfaction,
this is not always the case.

The majority of those organizations that deliver more
project success do satisfy their management, and we
refer to the IT functions that achieve this as “high
value-added” in Table 1. Similarly, those IT teams that
do not deliver many benefits and hence do not satisfy
management we call “low value-added.” But as men-
tioned above, interestingly and counterintuitively, there
are cases where benefits are delivered but management

Table 1 — Relative Levels of Success and Comparison with 2006 Survey [7]

Success and Satisfaction | Management
Satisfaction:

Dissatisfied and Neutral

Management Total
Satisfaction:

Rather and Very Satisfied

Not appreciated:
13 respondents (16%)

> 50% of projects
deliver the expected
benefits

High value-added:
23 respondents (27%)

36 respondents (43%)

(2006 survey = 16%)

(2006 survey = 27%)

(2006 survey = 43%)

< 50% of projects
deliver the expected
benefits and “don’t
knows"

Low value-added:
39 respondents (46%)

(2006 survey = 43%)

Getting away with it:
9 respondents (11%)

(2006 survey = 14%)

48 respondents (57%)

(2006 survey = 57%)

Total

52 respondents (62%)

(2006 survey = 59%)

32 respondents (38%)

(2006 survey = 41%)

84 respondents (100%)

(2006 survey = 102
responses)
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is not satisfied. We refer to these groups as “not appre-
ciated.” Finally, there seem to be some lucky IT groups
that do not deliver the majority of benefits expected but
with whom management is satisfied. For obvious rea-
sons we have described this group as “getting away
with it” and would expect that management satisfaction
may not last for much longer.

The IT group of a transport company we worked with
recently had been clearly “getting away with it” for
some time, mainly because management did not view
IT as critical to business success. Following a takeover,
the new management team realized the company’s

IT lagged far behind that of competitors. It set the IT
department targets to reduce IT costs and deliver meas-
urable savings in business costs within 12 months. If the
group failed, management would “find someone who
can.” With a few months to go at the time of this writ-
ing, the jury is still out, but the IT department is confi-
dent it will deliver.

Other results of this survey suggest that the different
levels of satisfaction shown by management may be
related to the amount of information it receives about
how successful investments have been. As is discussed
later, more of the organizations in the high value-added
group carry out post-implementation reviews compared
to the organizations in the not appreciated group.
Without such reviews providing information, senior
management may be unaware of the successes achieved
by the not appreciated group.

Table 1 also shows the results from the similar survey
we carried out in 2006 [7]. What is remarkable is that
the numbers in each category are almost identical. Given
that this survey is of a completely different sample it is
surprising but reassuring that the figures are so close!

DEVELOPING THE BUSINESS CASE

Our survey results show that the majority of the
responding organizations “always” or “often” develop
business cases for their IT investments, whether they

are new applications (69%), new infrastructure invest-
ments (59%), enhancements to both applications and
infrastructure (73%), or business change programs
involving IT (65%) (see Graph 3). These results did not
differ significantly between the more successful group
and the less successful group. In the next article in this
issue of CBR, Mike Sisco is more forceful in his views
on the responses to these questions. He argues that
organizations should develop business cases for their
IT investments and is disappointed that only about
30% of organizations always do so. While we agree that
business cases should be developed for all major invest-
ments, given the amount of work involved it is under-
standable that they are not always prepared for smaller
investments.

Similarly, there was little difference between the more
and less successful groups in who develops the busi-
ness case, with, overall, most being developed by IT
with business consultation (44%) or as a collaborative
activity between business and IT (33%) (see Graph 4).
Also, there was no significant difference between the
two groups with regard to who approves business
cases: an IT steering committee (45% of all respon-
dents), the CIO (43%), the CEO (36%), and the CFO
(36%) (see Graph 5).

However, there are some significant differences in what
those business cases contain and what is achieved from
their preparation. Table 2 shows that in addition to
being more successful in obtaining the necessary fund-
ing, the more successful group is more likely to identify
all the benefits available from the investment, gain com-
mitment from business colleagues to realizing those
benefits, and achieve an acceptable ROI for the project
(see Graph 6).

From our experience, these three aspects are related.
Seeking to identify all the benefits expected from an
investment will yield a richer set of benefits, including
softer, nonfinancial benefits, many of which will accrue
to a wider set of stakeholders. When these stakeholders
can see the benefits they will gain from the investment,

Table 2 — Business Case Effectiveness

In addition to obtaining funding for the investment, More Less Total

preparation of a business case “often” or “always”... Successful Successful Respondents
Group Group

Identifies all available benefits 50% 27% 37%

Gains commitment from the business to realizing the 64% 44% 52%

benefits

Attains an ROl above a required hurdle rate 56% 33% 43%

As aresult ...

More than 50% of business cases approved 78% 44% 58%
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they are more willing to become involved in the project
and the associated change management. Identifying
more benefits is also likely to increase the forecast ROL

Management will almost always find funds for
investments that have a compelling financial
case, provided they are convinced the ROI will
actually be delivered.

Table 2 also shows that the more successful groups

get a much greater proportion of their business cases
approved compared to less successful organizations
(78% to 44%) (see Graph 7 for overall results). The iden-
tification of a richer set of benefits, greater involvement
of business colleagues, and an improved ROI leads to

a more robust and attractive business case that is more
likely to be funded. This reinforces the importance of
including a wide range of benefits and not solely focus-
ing on financial benefits. The higher success rate in the
more successful group also means that the organiza-
tions do not waste time preparing cases that will not
get funded. This higher success rate may also be related
to the more frequent reviews, since these provide evi-
dence of benefits that the organization can actually
achieve. Conversely, for the less successful group, more
business cases are rejected, reducing the credibility of
the IT group, making it more difficult to get funding in
the future.

In response to our question asking respondents to iden-
tify the most frequent reasons that IT projects fail to get
funded, the main answers are similar for the more and
less successful groups, therefore here we present the
numbers for total respondents: funds not available
(71%), business value not clearly demonstrated (69%),
and senior management has not understood the busi-
ness value of the project (48%) (see Graph 8). As Mike
says in his article, management will almost always find

funds for investments that have a compelling financial
case, provided they are convinced the ROI will actually
be delivered. That the business value is not clearly
demonstrated in the business case is more likely to be
the underlying reason for rejecting the proposal. Also as
Mike says, if the IT department has a poor track record
in delivering to time, cost, and user needs (as 31% give
as a reason), management’s confidence in the forecast
value actually being achieved may be too low to risk
funding even attractive investments.

IDENTIFYING BENEFITS

Given the importance of the inclusion of a rich set of
benefits in the business case, we wanted to explore the
types of benefits that organizations include and the
extent to which they seek to measure or quantify them
(see Graph 9). Table 3 compares the types of benefits
included in business cases by our more and less suc-
cessful groups.

Table 3 clearly shows that the more successful organiza-
tions include a wider range of benefits, a finding that is
consistent with our 2006 survey [7]. In particular, they
are much more likely to include: revenue increase or
preservation, internal and external cooperation, and
innovation benefits. In contrast, the less successful tend
to concentrate more on efficiency and cost-related bene-
fits, which can most easily be expressed financially.

Table 4 supports these conclusions, showing that the
more successful organizations are more confident that
their business cases identify all available benefits com-
pared to the less successful. They are also more likely
to establish appropriate measures for benefits and then
quantify them, which is a key step in estimating their
financial value (see Graph 10). In our benefits manage-
ment approach, assigning measures and quantities to
identified benefits is an essential activity. Identifying
measures often increases the precision about what is
meant by a particular benefit and also provides an

Table 3 — Types of Benefits Frequently Included in the Business Cases

Benefits types “often”/"always” More Less Total
included in addition to cost- Successful Successful Respondents
reduction benefits

Cost avoidance 56% 48% 52%

Revenue increase or preservation 64% 46% 54%

Process improvements 58% 60% 59%

Internal cooperation 47% 31% 38%

External cooperation 50% 29% 38%
Information benefits 44% 35% 40%
Innovation 56% 38% 45%
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agreed basis for review at the end of the project. It

also tests what is really meant by those vague and
general benefits found in many business cases such as
“improved decision making” and “better information.”

What’s worrisome are the low overall averages for each
answer. Across the board only about one-third of the
organizations believe they do a good job of expressing
the benefits that justify their IT investments. However,
this is not a surprise, since these average figures are
almost identical to the results of our earlier survey
where 35% were confident that they identified all avail-
able benefits, 31% that they adequately quantified them,
36% allocated responsibility to business managers, and
38% often overstated the benefits to get funding [7].
The differences between the more and less successful
groups are also similar in the two surveys.

From our experience, it is also important when quan-
tifying benefits to adopt a more “evidence-based”
approach by finding objective information, from either
internal or external sources, that justifies or supports
the size or value of each benefit claimed. A few years
ago we were working with one of the major banks in
the UK. It was implementing a new branch information
system that was intended to achieve a US $10 million
per year savings in administrative costs. The project
team had prepared a business case that stated the
system would save the target amount and confidently
went to present it to the IT steering committee. How-
ever, the team was completely floored by the first ques-
tion from the committee, which was, “Explain how the
$10 million savings will be achieved?” Without a con-
vincing answer to this question it was not surprising
that the business case was thrown out. We then worked
with the team to identify and quantify all the potential
benefits from the system. It was possible to provide
clear evidence of how these benefits could be achieved
and that in total value they easily exceeded $10 million.
On the team’s second presentation of the case, it was
approved without any further questions.

To find out how often organizations look for such evi-
dence for expected benefits, we asked to what extent

they use pilots, reference sites, benchmarking, and
modeling or simulation to provide that supporting evi-
dence (see Graph 11). Only a minority of organizations
responded that they “often” or “always” use these tech-
niques, and interestingly there appears to be no signifi-
cant difference between the more or less successful
groups. Overall, for pilots, 48% often or always use
them; 38% use reference sites; 32% use benchmarking;
and only 18% use modeling or simulation. This was
rather surprising because in our 2006 survey [7] bench-
marking and reference sites were used more frequently
by the more successful groups to provide support for
the benefits claimed.

Table 4 also shows that more successful organizations
are more likely to allocate responsibility for benefit real-
ization to business managers (see Graph 12). This con-
firms results of our previous research, which stresses
the importance of identifying an owner for each of

the benefits identified and each of the business and

IT changes needed to deliver that benefit. Benefit own-
ers are individuals or groups that gain the advantage
inherent in the benefit and are therefore willing to
work closely with the project team to ensure its success-
ful delivery. Agreeing on ownership of benefits and
changes improves project success in many different
ways. First, it demonstrates the appetite for the project
within the organization: if the relevant individuals will
not put their name to benefits or changes, perhaps the
project should not go ahead?

Assigning ownership for the business changes involved
in IT projects is important to ensure those changes are
actually carried out, otherwise many become purely
technology projects. A telecommunications corporation
we worked with was undertaking a global enterprise
resource planning (ERP) replacement with the intention
of delivering significant benefits from an integrated
system across its three main companies. Business man-
agers were not involved in the project at the outset and
as a result were not willing to make changes in how
their departments worked. Due to the strong senior
management support, the project went in roughly on
time, although at higher cost than expected. But, as one

Table 4 — Effectiveness of Benefit Identification, Quantification, and Business Ownership

Do you believe your current approach to business | More Less Total

cases “often” or “always”... Successful Successful Respondents
Identifies all available benefits 50% 27% 37%
Establishes appropriate measures for the benefits 36% 17% 25%
Adequately quantifies the benefits 47% 21% 32%
Overstates the benefits to get approval 25% 46% 37%

Do you allocate responsibility to business 42% 27% 33%
managers for benefit realization?
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of the business managers remarked afterward, “It’s our
old business but on a new system; none of the benefits
that were promised have been realized.”

Finally, Table 4 shows that nearly half the organizations
in the less successful group say they often or always
overstate the benefits in a business case to win funding.
Whilst their honesty is laudable, this is obviously a dan-
gerous practice. It inevitably leads to disappointment
with the final result of the project, since the promised
benefits were never achievable. And the next business
case will probably need to be even more oversold if it

is to win funding; hence a vicious circle is likely to be
established. As suggested earlier, this may be one rea-
son for the apparently high failure rate of projects and
also, as Mike says, it reduces the IT firm’s credibility.

ESTIMATING COSTS

What may not be expected is that, in addition to identi-
fying a richer set of benefits, the more successful orga-
nizations in our sample also tend to include a wider set
of costs in their business cases (see Graph 13). Table 5
shows that rather than simply including the obvious
“out of pocket” costs for purchasing IT products or
external services, they are more likely to include the
total costs the organization will incur in implementing
the IT and making the business changes essential to
achieving the benefits.

These significant differences in including business
change costs, both external and internal, between the
two groups suggest that in the less successful group
the projects are seen more as IT projects than business
change projects. If the business changes and resulting
business costs are not made explicit at the start of the
project, they will certainly be noticed by the business
managers as the project proceeds. If those managers
cannot fund the changes they are being asked to make,
they are likely to resist making them, slowing or even
stopping the project.

The IT group within a major accountancy firm pro-
posed the development of an e-procurement system.

The cost of the system was estimated at $8 million, and
the group asked business colleagues to estimate benefits
that would make an acceptable return on this invest-
ment. When the costs of the project increased, particu-
larly costs related to changing processes in most of the
business departments, business managers started to
question the need for the system and revised down
their estimates of the benefits. Even though most of
the IT cost had been incurred, the project scope was
reduced to avoid causing significant business change.
As a result, very few of the estimated benefits were
delivered.

In reviewing business cases, we find that all too fre-
quently the benefits included are “just sufficient” to
give an acceptable return on the costs that have been
identified. This practice also encourages an unrealistic
minimization of the costs often leading to significant
cost overruns, which, given the marginal justification,
leads to a poor, or even negative, return and to lower
levels of management satisfaction. In our experience,
this tends to happen more often when IT initiates the
projects, so that they become cost-led and have to be
“sold” to the business by suggesting the benefits that
will be delivered.

REVIEWING INVESTMENTS

In our 2006 survey [7], the factor that most distin-
guished the more successful from the less successful
organizations was the extent to which projects were
reviewed after completion. For this Cutter survey, Table
6 shows that the majority of total respondents “often”
or “always” reviews the triple constraint of time, cost,
and quality (TCQ) (66%), although this number is
somewhat higher in the more successful organiza-

tions (see Graph 14). As Mike points out, carrying out
TCQ reviews helps the IT organization establish its
credibility by showing a successful track record of IT
project delivery. However, less than 50% of total organi-
zations regularly undertake reviews of either the bene-
fits realized or the ROI achieved, and the differences
between the two groups are quite significant.

Table 5 — Inclusion of Costs Other than Purchase Costs

Costs “often” or “always” included in More Less Total
addition to external technology costs Successful Successful Respondents
Internal IT human resources costs 61% 52% 56%
Internal business human resources costs 53% 42% 47%
Direct business change costs 56% 27% 40%
Indirect business change costs 39% 21% 29%
New operational costs 69% 42% 53%
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Undertaking benefit reviews is important for a number
of reasons. Clearly, the threat of a post-implementation
review might be enough to stop the practice of exagger-
ating the benefits included in a business case. However,
it also has other important purposes. Reviewing the
benefits delivered may show that some benefits,
although not realized yet, are still available but require
more work to achieve. The cost of doing that work can
then be estimated. The opportunity to realize benefits
that were not or could not have been foreseen when the
original business case was prepared may also be identi-
fied. Often, if an IT investment is seeking to remove a
problem an organization has struggled with for a long
time, it is difficult to see the opportunities that arise
until that problem has actually been solved.

Reviews provide a valuable opportunity for the organi-
zation to learn from the completed projects and transfer
the lessons to future projects. One important area of
learning is what type of benefits the organization tends
to be successful in achieving and, conversely, if there
are certain benefits they keep forecasting but fail to real-
ize. If so, management should demand strong support-
ing evidence to prove such benefits can be achieved
when they are included in future business cases.

We have also seen the practical benefit of reviews in
our work with organizations. An international pharma-
ceutical firm we were working with introduced a for-
mal review process for all IT projects. In addition to the
benefits noted above, this also had two less obvious
consequences. First, fewer business cases were submit-
ted since project teams knew their proposals would be
assessed on completion. Second, teams put more care
into the cases that were prepared, and as discussed
earlier, this led to the identification of more benefits
and higher ROI in the cases that were submitted.

In our 2006 survey, slightly more (49%) said they regu-
larly carried out reviews of the benefits achieved, but
the difference between the more and less successful
groups was almost identical with this Cutter survey
(23%) [71.

Further analysis confirms the findings from other
research: that carrying out benefit reviews is also associ-
ated with higher levels of management satisfaction [5].

When we look at how the frequency of undertaking
benefit reviews varies within the more and less success-
ful groups, we find that only 41% in the “not appreci-
ated” group “often” or “always” do such reviews,
compared with 70% in the “high value-added” group.
Perhaps equally significant is that the difference is simi-
lar in terms of TCQ reviews (56% to 87%). As discussed
earlier, this may be a major cause of the different levels
of management satisfaction between the two groups.

Carrying out reviews may also explain the unusual
position of the small “getting away with it” group. This
group is more likely to carry out benefit reviews than
the “low value-added group” (44% compared to 30%).
Having a comprehensive post-implementation review
process not only increases management’s confidence
that the projects are being well managed, it also shows
that the organization and individuals can learn from
previous projects, which will over time also lead to
increased levels of success and satisfaction.

Clearly, the threat of a post-implementation
review might be enough to stop the practice
of exaggerating the benefits included in a
business case.

WHAT NEEDS TO BE IMPROVED?

Respondents were asked to identify the areas they
believe would most improve the long-term success
rate for getting projects approved within their organi-
zation (see Graph 15). Table 7 shows the top five areas
identified. Generally, there is a high degree of consen-
sus between the more and less successful groups,
with both identifying the alignment of IT investments
with company priorities as the most significant. This
supports Mike’s strong argument that, unless the IT
organization is “in sync” with the business, it is difficult
both to identify the most relevant and valuable IT
investments and to develop convincing business cases
to justify funding.

Table 6 — Frequency of Reviewing the Results of Projects

“Often”/"always" carry out More Less Total
reviews of: Successful Successful Respondents
Time, cost, and quality (TCQ) 77% 58% 66%
Benefits realized 58% 33% 41%
ROI achieved 43% 17% 27%
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Table 7 — Means of Improving the Success Rate of Business Cases

Areas you believe would most improve the long-term | More Less Total
success rate for getting projects approved within Successful Successful Respondents
your organization

Ensure IT investments are explicitly aligned with 64% 63% 63%
company priorities

Identify and quantify all the expected benefits from the | 53% 52% 52%
investments

Increase involvement of business managers in 44% 56% 51%
developing the business case

Prove by post-implementation reviews that the expected | 39% 38% 38%
benefits are delivered

Provide a full and robust assessment of the costs and 17% 29% 24%
risks of investments

Interestingly both groups of organizations also agreed
on the importance of identifying and quantifying all the
expected benefits from the investment. Given that Table
4 shows that the more successful organizations are
already more likely to identify all available benefits, this
finding suggests that even these organizations recog-
nize there is still significant room for improvement in
this activity.

Table 7 also shows that more of the less successful orga-
nizations recognize they need to improve the involve-
ment of business managers and also their assessment

of costs and risks, compared with the more successful
group. This is as expected given the weaknesses in
these areas of the less successful organizations, as
shown in Tables 4 and 5.

Perhaps surprising, and troubling given their important
role, is the relatively low ranking of post-implementation
reviews by both the more and less successful groups.
Less than half the respondents see improving this activ-
ity as important, whereas the evidence from both this
Cutter and our 2006 survey suggests that “closing the
loop” by carrying out more systematic reviews of bene-
fits realized has a major effect on success. Although the
top two areas for improvement in the list are clearly
important, it is the post-implementation reviews that
could provide the knowledge to achieve them.

SUMMARY AND CONCLUSIONS

Traditionally, the main purpose in building a business
case for an IT project is to obtain approval for the finan-
cial spend. However, in addition to obtaining funding
for the investment, the preparation of comprehensive
and robust business cases provides organizations with
other important advantages. These include: enabling
priorities to be set among different investments for
funds or other scarce resources; ensuring commitment
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from business managers to achieving the intended
investment benefits; and importantly, providing the
basis for reviewing the realization of the business bene-
fits when the investment is complete.

Our experience of working with a wide range of orga-
nizations and the results of this Cutter and our 2006
survey show that there are clear linkages between the
preparation of comprehensive and robust business
cases and the successful outcome of those investments.
Where we have been able to make direct comparisons
between the two surveys, the average responses

are very similar, as are the main areas of difference
between the more and less successful groups. The corre-
lation is particularly close in those aspects relating to
benefit identification, quantification, and review.

This confirms our view that success in both getting
business cases approved and delivering them depends
on the following:

= Identifying all the available benefits, not only to
enhance the case for investment but also to gain
the commitment of management and other stake-
holders to successful delivery. This can be reinforced
by making business managers accountable for the
delivery of the benefits they own.

= Establishing measures for all benefits and providing
evidence that justifies the quantification and financial
values of the benefits. This will help prevent those
project failures that are a result of overstating the
benefits in order to obtain funding. The provision
of evidence to support the value claimed for the
benefits also increases management’s confidence that
the investment is justified. And it means that more
can be learned from post-implementation reviews
in terms of the reasons for delivery or otherwise of
particular benefits.
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= Including all the costs associated with the invest-
ment, not just the more obvious ones, so that the
benefits have to be sufficient to justify not only the
IT costs, but also the business change costs involved
in exploiting the new technology.

= Carrying out post-implementation reviews to assess
the benefits actually achieved as well as review the
triple constraint of time, cost, and quality. This will
increase management satisfaction with the business
value delivered from IT and also provide significant
knowledge about how to improve future business
cases. And of course it also discourages overly opti-
mistic business cases from being put forward.

All of these items are largely common sense, and this
survey confirms it is what the more successful organi-
zations actually do.

Those that report they deliver the benefits from the
majority of their IT investments are more likely to iden-
tify all available benefits from an investment, provide
measures and quantities for benefits, include a fuller set
of costs, and make business managers responsible for
benefits realization. The more successful organizations
also are more likely to undertake reviews of their proj-
ects, allowing them to capture organizational learning
and pass this on to other projects.

Overall, these approaches led to those organizations
having both a higher success rate in project approvals
and even more importantly, an increased level of busi-
ness benefits delivered to the organization. It is easier
and better to learn from the success of others than
one’s own failures, so we hope this article will help
organizations increase the benefits they get from their
IT investments.
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A by Mike Sisco, Senior Consultant, Cutter Consortium

Getting the Support You Need for Your Business Case

Have you heard this (or something similar) before?

“Next week, I have an opportunity to present my tech-
nology initiative recommendations to our company’s
senior management team for the members to review
and hopefully endorse. What can I do to help ensure
they understand the importance of each initiative and
will agree to fund and support them?”

Odds are that in your role as an IT manager or CIO, the
above scenario is something you've encountered. It’s a
common situation that takes place every day in compa-
nies around the world. It’s also a part of IT manage-
ment with which many managers struggle.

When Cutter asked me to participate in a CBR sur-
vey that would focus on getting IT project initiatives
approved, I immediately started recalling many of the
situations I've experienced in which I needed to get
senior management’s approval.

I can clearly remember the challenge this was for me as
a young manager. I can also remember in at least one
case how painful it was when I couldn’t explain myself
very well, and our CEO had no choice but to decline
my recommendation.

Little did I know then that there are many dynamics
working for and against you as an IT manager when
you need to go after the funds that allow you to do the
work you think is necessary for your company.

This CBR survey on creating better business cases gar-
nered some interesting results from its 84 respondents.
Their feedback as well as the analysis I offer in this arti-
cle will assist you when you need to seek the approval
of and funding for your next project.

I'm going to approach this article a bit differently than
might be expected. As opposed to presenting you with
the survey results and sharing insights regarding the
numbers, I'm going to provide perspectives about what
it takes to get the support you need from management.
I use the survey results to support the points and rein-
force the need for better business cases when trying to
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gain approval for your IT initiatives. I also address the
numbers that challenge rather than support my points.

PUT YOURSELF IN YOUR CEO’S SHOES

Step back a moment and try looking at the situation
from your CEO and other executive management’s
perspective. Understanding how your CEO, CFO, presi-
dent, and COO think is an important step for any CIO.
To become senior management’s partner, you need to
understand what makes those individuals tick.

Let’s break it down a bit. Members of senior manage-
ment in your company usually have the following
characteristics:

m They are businesspeople, not technical people.

= They do not understand technology nor do they
want to.

= They understand a significant investment is being
made in technology, but they do not always under-
stand why or what it is for.

» They usually see the IT department as a “spender.”

= They need to view the technology department as a
value-add department capable of leveraging every
part of the business.

= They want to be able to count on IT to help the
company succeed.

= It is hard for them to know if the IT department is
doing the right things and/or supporting the com-
pany appropriately or cost-effectively.

= They tend to spend money where they think it will
do the most good for the company.

= They look to invest in things that provide tangible
business value.

There probably aren’t any real surprises here. However,
these issues create challenges for you as an IT manager
when you need company funds to support your IT
initiatives.
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Limited Capital

First of all, your senior management team has a limited
amount of capital to spend on investments that help
grow the company or help it to be more successful. In
that regard, your CEO and CFO make tradeoffs every
day. Vying for this limited amount of capital are other
departments that need the money to support their ini-
tiatives just as much as you need it for your IT initiatives.

Many of these other organizations are generating
revenue for the company. When two operations

need money and there has to be a choice between the
two, my experience has shown me that the revenue-
producing department usually gets the decision over a
non-revenue producing department. The reality is that
most IT organizations do not directly produce revenue,
so all too often they are viewed as cost centers and not
value-add operations that provide substantial leverage
for the company.

In situations like this, it’s really too bad because the IT
department truly does offer your company substantially
more leverage than most other organizations in the
company. The reason is that the IT department can do
things with technology that can reduce cost or improve
productivity in virtually every department of the com-
pany. No other organization in the company has this
kind of potential.

For example, most of your company’s organizations such
as human resources, accounting, payroll, and operations
can do things that improve their own organization’s per-
formance, but they can’t do very much to improve the
performance of other organizations of the company. IT
certainly can affect every department’s performance.
One validation of this is that I've had two different CEOs
have me spend more money in IT when they were ask-
ing other department managers to cut costs. The reason
is simple: they both understood the leverage IT could
have in helping their company reduce expenses much
more overall than what they could get if they asked the
IT organization to simply cut expenses by 10%.

Lack of Technical Knowledge

A second major challenge the IT department has with
typical senior management teams is that most senior
managers simply do not understand technology. And
because of this, they can’t really tell if their IT depart-
ment is doing a good job for them or not.

Let me explain. I've conducted more than 40 due dili-

gence efforts to support the acquisition of new compa-
nies and led dozens of IT assessments as a CIO and IT
manager. When you conduct an IT assessment, you
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hear one of two things from the client, which is made
up of senior management and the department man-
agers of the company. The client either loves its IT
department or has reservations about IT’s performance.

More often than not, your client has concerns about the
technology support it is getting from its IT department.
For years, studies have suggested that more than 50%
of the IT departments are out of sync with their busi-
ness client. Many refer to this as an IT-business dis-
connect. In my travels, I'd say I've seen a disconnect
between IT and the business in about 70% of the com-
panies for which I've conducted an IT assessment.

In almost every situation, the IT managers do not real-
ize their focus is off center and not in sync with what
their company needs from their IT organizations. They
are actually doing what they think is important and
appropriate for their company.

This is a key point. IT managers focus on what they
think is important for their company because, in gen-
eral, they are very conscientious and want to do a good
job for their firm.

The other key point from this is that although senior
management feels the pain when its IT organization is
out of sync with the business, the senior managers can’t
articulate the issues. They feel it’s not right but can’t
put their finger on the problem or explain the situation.
It goes back to the challenge mentioned earlier in that
senior management of your company generally does
not understand technology or the IT organization.

Developing Business Cases

In one of the first survey questions, we asked respon-
dents the extent to which the organization develops
business cases and applies a formal financial investment
appraisal approach to certain types of IT projects or pro-
grams. The results shown in Graph 3 in the Survey Data
section (see page 25) indicate only about one-third of the
respondents always develop business cases and financial
results for their IT project initiatives.

When the IT organization works on project initiatives
that are not understood and approved by senior man-
agement, it is very easy for IT to be out of sync with the
business. Regardless of what we think in IT, we are not
in a position to know what is best for our company.
Without our company’s business insight (senior man-
agement and operational department managers of the
company), we run a very high risk of being discon-
nected from our business client.
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In reviewing the survey results, I would have liked

to have seen a much higher percentage of respon-

dents who always develop business cases for their IT
initiatives. Unfortunately, I believe the survey results
reinforce this idea of IT and business being discon-
nected much of the time. If the IT organization does not
develop a business case, too often senior management
probably does not understand why IT needs to spend
money for things it wants to do.

Most of us in IT have a lower desire to com-
municate; that's one of the reasons so many
of our personality type are drawn to IT.

You might ask, “Why do many IT organizations not
build business cases?” My belief is that it has much to
do with the type of people we in the IT field are. Most
IT managers come from technical positions, and techni-
cal people by and large have poor communication skills
when it comes to communicating with people outside of
their own immediate network of friends. Not only that,
but most of us in IT also have a lower desire to commu-
nicate; that’s one of the reasons so many of our person-
ality types are drawn to IT. As a technical expert in
areas of programming, network administration, and a
dozen other highly technical positions, we don’t always
need top-notch communication skills. The challenge of
course is that when we become managers, solid com-
munication skills become a requirement.

When senior management doesn’t understand why IT
is asking for money because the IT folks aren’t commu-
nicating at all or are communicating poorly, it’s a rea-
sonable theory that this affects why many IT initiative
recommendations do not get approved, as shown in
Graph 7.

Graph 7 suggests that most of the time projects are fail-
ing to be approved: 31% are approved less than half the
time and another 33% are only approved 50%-75% of
the time. Only one out of four are getting approved
most of the time according to the survey results.

My perspective is that when you do not build a busi-
ness case and then review with senior management to
have it approved, you run a higher risk of being out of
sync with the business than when there is a strong level
of communication within the senior management team.

From what I've seen, the CIO is more likely to initiate
new projects without senior management’s involvement
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than any other senior manager. I believe the reason is
that the senior managers of your company don’t under-
stand technology as much as they might understand
human resources, accounting, or operational issues so
it’s easier for IT to work more in a vacuum at times.

In the previous article, John Ward and Elizabeth Daniel
take a slightly more liberal view, and to some extent I
agree with them. Their point is that for smaller projects,
the IT organization may be justified to initiate the proj-
ect without developing a formal business case. I would
agree that internal IT projects that help improve IT pro-
ductivity or lower the IT organization’s cost don’t nec-
essarily require a formal business case unless the effort
or cost is significant. However, my opinion is that when
IT focuses on initiatives that affect other business units
or the company as a whole, then a structured approach
tends to work best and will help keep IT in sync with
its business client and partner.

Looking at another survey response adds more insight
to the situation. Graph 5 shows who approves IT invest-
ment recommendations. This response says that senior
management is heavily involved in approving and
funding IT projects, especially if you consider the fact
that senior management is normally a part of any IT
steering committee. This is as it should be.

However, the results discussed so far (seen in Graphs 3,
5, and 7) may point to a basic problem. If IT managers
are not developing business cases and senior managers
do not understand why they are spending so much
money for technology, it’s logical that they are reluctant
to approve many of the recommendations presented to
them. Remember what we said earlier? Company exec-
utives have to juggle the funds they have available for
investing in initiatives of the company. They tend to
invest in the initiatives that they can understand and
that make sense to them in light of the company’s chal-
lenges, needs, and opportunities. When IT managers
fail to develop a solid business case that justifies their
recommendation, they miss a real opportunity to help
senior managers understand the need and the value that
is attainable. Without this knowledge, it is difficult, if not
impossible, for them to approve the recommendation.

REQUIREMENTS FOR APPROVAL

You have to earn your senior management’s support; it
doesn’t happen automatically. You start earning its sup-
port as soon as you become a manager in the company,
and you must continue to earn it every day as an IT
manager.
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In order for senior managers to support your IT recom-
mendations, they need several things from their IT
manager and your recommendations:

= Credibility
s Trust
= Business value

Let’s take a closer look at these issues.

Credibility

Credibility is earned by implementing projects success-
fully; it’s doing what you say you will do. It’s vital for
any IT manager to develop a track record of credibility,
and you do that by implementing your projects success-
fully and by delivering the projects on time, within
budget, and in a way that meets client needs.

Without establishing the credibility that you can deliver
projects successfully, it’s very hard to get senior man-
agement’s approval for your recommendations. Just try
to get a US $500,000 infrastructure project funded when
you lack credibility as a manager who can deliver proj-
ects successfully.

Trust

Trust comes with experience. In gaining experience
with you as an IT manager, your senior management
team needs to view your IT organization as one that
only makes recommendations that are going to benefit
the company in some way.

Trust is achieved when you establish a track record of
delivering projects successfully and when these projects
provide business value for your company.

Business Value

Senior management needs you to make IT recommen-
dations that provide tangible business value. To your

senior management team, business value comes in the
form of:

= Cost reduction

= Improved productivity

= Increased revenue

= Differentiating the company

Analyze this a bit and you will quickly conclude that
business value to most senior management teams
means improving the financial viability of the company.

If you can’t present your recommendations in a way
that spells out the business value benefit that will be
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achieved, you probably won’t get the attention of the
senior executives with which you work.

What I think this says is that it is very important for you
as an IT manager to develop a business partnership with
the senior management team of your company. When
you look at how the team views business value (cost
reduction, productivity improvement, increasing rev-
enue, or differentiating the company), every aspect has
an impact on the financial performance of the company.

IT managers must establish a positive relationship with
their senior management team, and the only way you
can do this is to do things that have a positive impact
on the financial performance of the company.

When senior management trusts the fact that its IT
manager is recommending things that have positive
business value and when it also sees a positive track
record of delivering things the IT manager says he or
she will deliver, then you have something very special.
Present that $500,000 infrastructure upgrade recommen-
dation with these credentials and your outlook for
approval is significantly better.

Most senior executives want to do the right thing as
long as it is in context with the company’s current busi-
ness needs and issues. I've observed many IT managers
who could not get approvals for their projects, yet I had
no problem getting approval. The key difference is that
when a company can barely crawl because of the chal-
lenges it faces, your recommendations have to be the
type that helps the company walk before running. My
point is that many managers ask for things that are not
in context with the company’s situation.

IT FOCUS SHOULD BE DRIVEN BY BUSINESS NEED

I'm a strong proponent that everything we do in an IT
organization should be driven by business needs and
issues. One of the reasons many IT managers are out of
sync with their business client is that they haven’t really
established what the business needs and issues are.

As I mentioned earlier, IT managers are conscientious
and want to do a good job for their company. In most of
the situations I've encountered where the IT organiza-
tion was disconnected with the business client, the IT
manager did not realize this problem existed. In fact,
most managers were very positive about the things they
were working on and where they had their technology
resources focused. The problem of course is that the
focus missed the target of what the company really
needed from its IT organization.
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An interesting part of the survey asked who primarily
is responsible for developing business cases (see Graph
4). The good news is that 90% of the business cases are
reportedly developed with both the IT and business
organizations involved. I was happy to see this to be
the case. In addition, 77% of the time IT is an equal
partner or the leader in developing the business cases. I
believe it is the IT manager’s responsibility to facilitate
and lead the development of IT initiatives and the busi-
ness cases to justify them as long as the initiatives are
developed to address legitimate business needs and
issues. So I was again pleased to see the vast majority
(77%) indicating IT is taking this role in their company.

Let’s go back to the issue that most IT project initiatives
are not getting approved. To provide insight into this,
we asked respondents to identify the top three most fre-
quent reasons why some IT projects fail to be funded.
Graph 8 illustrates the results.

I think the results for this question speak volumes
about what we are looking to understand from this sur-
vey. There are two clear leaders for why IT projects are
not funded according to our survey respondents:

1. Funds are not available (71%)

2. Business value of the project has not been clearly
demonstrated (69%)

The third highest reason, “senior management has not
understood the business value of the project,” was cited
by almost 50% of respondents. This is very similar to
the second-highest response above regarding business
value. Both of these reasons suggest that senior man-
agement turns projects down when it doesn’t clearly
understand the business value. If it doesn’t understand
the business value, it makes sense that the funds aren’t
going to be available.

My belief is that the real issue here is that IT isn’t artic-
ulating the business value very well. That’s why it gets
a response that funds are not available to support the
project. I also believe that it is the IT organization’s
responsibility to articulate the value, although having
reinforcement and validation from your business client
or project sponsor is extremely valuable.

In some circumstances, it may even be better for the
business manager to articulate the issue with IT lending
support. This is especially true if your IT organization
has yet to establish sufficient credibility and trust. My
recommendation is that you take the approach that
allows you and/or the business manager to present the
case in the most appropriate manner to achieve your
objective. Remember, if you are recommending projects
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that offer true business value, much of the concern and
stress is eliminated.

WE DON'T HAVE THE MONEY

The following is what you hear from almost every IT
organization when you conduct an IT assessment:

= “We are working hard and working on the right
things.”

= “Our client does not understand or appreciate us.”

m “The client does not do what it needs to do to use
technology effectively.”

= “We don’t have enough money to do the job.”

Let’s stop right here for a moment and consider this last
statement: “We don’t have enough money to do the job.”

I've heard many, many IT organizations state this as a
reason for their failure to support their company effec-
tively. It doesn’t matter if you are acquiring a company
and interviewing the company’s CIO or if you are join-
ing a new company and listening to the IT managers of
the company. I've led the technology part of more than
40 company acquisitions and conducted dozens of IT
assessments in my career. The IT organization tells me
the things listed above almost every time.

Sounds like the results depicted in Graph 8 are right on
the money: 71% of respondents state that lack of funds
is the reason why IT projects are not approved. Looks
like an overwhelming validation of what I have heard
from so many IT organizations when I showed up as
their new CIO.

The problem I have is that although this is what I've
heard in so many situations, I can’t recall an instance
where we did not have enough money to do what we
truly needed to do for the business.

In some of these cases, cash flow was so bad that we
truly did not have money for lots of things. But, the
CEOs I worked with always found a way to fund proj-
ects that provided real business value, especially when
my recommendations were in context with our com-
pany’s situation.

In one particular case, I followed an outgoing CIO of a
company, and “lack of funds” was one of the stated rea-
sons for so many of the problems. However, after con-
ducting an IT assessment it was clear that the former
CIO was doing things she thought were appropriate
although the senior management team didn’t under-
stand why IT was spending so much money or why IT

©2010 Cutter Information LLC



was working on several projects that didn’t make a lot
of sense to the senior managers.

In this situation, the CIO was spending thousands of
dollars on nonessential items when basic services like
e-mail and network stability were not in place.

After the IT assessment, I refocused the technology
resources on important issues for the business that
provided tangible value for the business. As stated
earlier, business value has to come from cost reduction,
productivity improvement, increased revenue, or differ-
entiating the company.

Any project we were doing previously that had no value
(as validated with business managers) was cancelled.
When this happened, I had no problem getting the funds
to support the project initiatives I recommended.

My sense is that IT should not be working on anything
that does not provide tangible and quantifiable business
value. Doing so causes you to be disconnected from
your business partner(s) and destroys any credibility
you might hope to attain. If the senior management
team cannot clearly define the business value IT is
providing with the technology initiatives it is focusing
on, there is an IT-business disconnect. It’s that simple.

Another way of looking at your recommendations is to
ask yourself a question: “If I owned the company, is this
where I would spend money and focus our efforts?”

The feedback to the question in Graph 8 says a lot. To
get IT project initiatives approved, IT must be able to
articulate the business value for doing the project.

And, in order to do this, you must be able to speak

to the recommendation in business terms and not
technical terms. Business managers don’t understand
technical jargon so learn how to discuss things in their
business value terms — again, cost reduction, produc-
tivity improvement, increased revenue, and differentiat-
ing the company.

Discuss your IT initiatives in terms of the benefits
they will produce in these terms, and senior managers
become interested in what you have to say because it’s
relevant to them and something they can understand.
When they understand and it has substantial business
value, they tend to find a way to get you the money.
That’s what I've seen throughout my career, even in
companies that had very little money to do things.

Another question that provided some interesting
insight asked respondents about their organization’s
current approach to IT projects. The criteria and
responses are shown in Graph 10. In every scenario,
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more than 60% of the respondents indicate a response
that isn’t good when you want to establish credibility
and get project funds approved by your senior manage-
ment team.

Let’s take a closer look at the responses to three of the
available choices in Graph 10.

When you don't identify the benefits for doing
a project, it is almost impossible for senior
managers to approve the project. They don't
normally spend money on things that can't
provide a benefit to their company.

Identifies All Available Benefits of a Project

Respondents stated that 63% of the time they never,
rarely, or sometimes identify the benefits of a project.
Another group of 35% say they do this often. Only 2%
state they always provide the benefits.

This suggests a big problem. First, when you don’t
identify the benefits for doing a project, it is almost
impossible for senior management to approve the proj-
ect. Senior managers don’t normally spend money on
things that can’t provide a benefit to their company.

Second, I believe this response suggests that many of
the IT organizations are not business-minded in their
approach to supporting their companies. For example,
many of the IT organizations I've observed that were
out of sync with their company’s needs and issues were
focusing on technology and not on business improve-
ment. In that regard, they were creating technical
projects that they thought were appropriate but not
communicating effectively with business managers; so
although they were working hard, they were working
on the wrong things. When you don’t quantify the ben-
efits in your approach to getting approval, you risk a
disconnect even if senior management approves the
project. The reason is that although the money is pro-
vided, senior managers don’t actually understand why
you are doing the project.

Adequately Quantifies the Relevant Benefits

This response reinforces the problems mentioned
above: 68% of the respondents never, rarely, or
sometimes quantify the benefits, and only 2% always
quantify the benefits. The results are almost identical to
the above response (identifying all available benefits).
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To improve the percentage of project initiatives
approved in your company, you need to raise the
response level of those saying they “always” quantify
the benefits.

Overstates the Benefits in Order to Get Approval

The good news is that 63% of respondents say they
sometimes, rarely, or never overstate the benefits to get
approval. The bad news is that the other 37% either
always or often use this strategy to get projects approved.

This also points out a problem. When you overstate the
benefits of a project, get it approved, and then don't
achieve the results you used to justify the project, you
are destroying your IT organization’s credibility. It also
damages the trust and confidence others will have in
what you say you will do. This issue can seriously
affect your being able to get future projects funded and
approved.

When you overstate the benefits of a project,
get it approved, and then don’t achieve the
results you used to justify the project, you are
destroying your IT organization’s credibility.

John and Liz in the previous article had even more
insight into this question. Their analysis indicates that
simply identifying a break-even financial return is often
not enough to gain management approval. Their con-
clusion that I wholeheartedly agree with is that the
identification of a richer set of benefits, greater involve-
ment of business colleagues, and an improved ROI
leads to a more robust and attractive business case,
which is more likely to be funded.

In fact, many IT initiatives may not necessarily have a
financial return although I think you can turn any bene-
fit or risk into a financial value. For example, initiating
a project that is required to meet some type of regula-
tory requirement doesn’t suggest an immediate financial
value, but when you consider it has business continuity
implications, every senior manager gets that part.

EVALUATING THE RESULTS

Graph 14 shows the results of a question that starts
to evaluate the results of completed projects. It asks

respondents what aspects of the IT project are formally
reviewed following completion.

There is a positive response in that 66% of respondents
state that project time, cost, and quality are often or
always reviewed after projects are completed. It’s a
higher number than I would have thought. This is a
good thing and something that should be done. One of
the ways to establish a positive track record is to track
the successes of your projects. You won’t know this suc-
cess unless you do a post-project review regarding the
factors of on time, within budget, meeting client’s
needs, and how much benefit is achieved.!

What’s concerning about this question are the other two
criteria responses: business benefits realized and the
actual ROI achieved. Only 41% of respondents say they
often or always review projects to determine whether
business benefits are realized. Not doing this is missing
out on a major opportunity for your IT organization.
Establish a track record where your projects achieve the
projected benefits and you create real trust with senior
managers and other business managers and generate
credibility for your IT organization.

The last criteria, reviewing actual RO], is even more
concerning in that 72% state that they never, rarely, or
only sometimes review their completed projects for
achieving a projected ROL

What this may mean is that many do not develop an
ROI that can be reviewed or that many are not review-
ing the actual ROI achieved after completing projects
that were forecasted with an ROI. Regardless of the sit-
uation, the responses to this question point out that far
too many IT organizations are not using ROI calcula-
tions and business benefit criteria to their advantage.
These types of business criteria are what get the atten-
tion of the CEO, CFO, and other business executives of
your company. We are missing out when we don’t take
advantage of using these elements to quantify and artic-
ulate the value of what IT provides our companies.

Business benefits and ROI measurements are powerful
indicators that senior managers need to justify the cost
of IT expenditures in their own minds and for others
who are interested in what an IT organization con-
tributes to the company, such as your company’s board
of directors. Evaluating the results of each project and
keeping track of your IT organization’s performance is
something every IT organization should make an effort
to do. The trend can be the difference in getting funds

1One of the tools I use to help me track performance of my IT initiatives is called an IT Initiatives Portfolio. You may review a 20 Minute
IT Manager session that discusses the importance of doing this and download the tool I developed for my own use by going to

www.20minuteitmanager.com/sessions/062402INITPORT.
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for your next IT initiative, and a positive trend does a
lot to justify what the company spends for IT support.

Another question asked, “What percentage of your
organization’s IT investment projects deliver the busi-
ness benefits or ROI expressed in the business case?”
The results shown in Graph 1 reveal some improvement
is needed.

The responses here bothered me quite a bit. What the
answers suggest is that only about 13% of the respon-
dents see IT projects actually delivering the benefits or
ROI presented in the business case most of the time
(more than 75% of the projects). Look at the next-best
category of achieving the benefits (50%-75% of the proj-
ects), and you only add another 30%. What this says is
that roughly 57% of the respondents encounter projects
delivering less than what was expected most of the
time. Some of this is due to the fact that managers over-
sell benefits of a project as indicated in Graph 10, but

it also indicates that many projects deliver less than
expected results even if the projections are realistic.

No wonder the majority of senior management teams

is unhappy with its IT organization. This is reflected in
the responses to the survey question asking how satis-
fied executive management is with the value the organi-
zation is getting from its IT investment. The results in
Graph 2 sum it all up for us.

As with any survey, one must be careful in drawing
conclusions, especially from a small sampling as this
one is. At the same time, the results are reflective of a
variety of companies that are made up of organizations
from around the world, in many different industries,
and of varying sizes, from small to very large companies.

This satisfaction response in Graph 2 is the most trou-
bling. In my opinion, a neutral response means the
executive team isn’t happy with IT. What I've seen is
that if the team is happy with IT, this comes out loud
and clear; it is not “neutral.” When the team is “on the
fence” about IT, it usually means the executive team has
concerns about IT performance but can’t articulate the
issues and doesn’t really know if its IT organization is
performing well or not. Remember what I said about
senior management earlier: that senior managers feel
the pain but can’t articulate the issue. I think that’s
what the 34% neutral rating in Graph 2 suggests.

If you include the 34% neutral component as a negative
response, it means that only 38% of respondents
selected “very satisfied” or “rather satisfied.” About
one-third of our respondents say executive manage-
ment teams are truly happy with their IT organization
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and what they are getting from their investment in this
critical area of their company.

I really liked the insight provided by John and Liz
and how they broke this down. What is so interesting
is the label they put on each group of responses (high
value-added; low value-added; getting away with it;
and not appreciated). I suggest you refer back to Table
1 in their article (see page 6), as I think it is well worth
reflecting upon.

RECOMMENDATIONS

Based upon the results of the survey and my experience
gained in more than 25 years of managing IT organi-
zations, I recommend you follow a few simple steps
that will help you establish much more credibility and
build business cases that accomplish the result you are
looking for regarding getting your project initiatives
approved. These steps are detailed below:

= Conduct a business assessment to determine your
business client needs and issues.

= Quantify the business needs and issues.

= Stop any project that you might have that has no
business sponsor or that does not clearly provide
business value for your company.

m Determine the IT initiatives needed to address the
business needs and issues.

= Develop a business case with the appropriate busi-
ness partner for each initiative, including;:

o Goals and objectives

o Specific deliverables

o Benefits to be achieved (business value)
o Financial ROI

= Gain agreement, commitment, and funding from
the approval person or entity.

= Develop an achievable project plan and deliver the
project on time and within budget, ensuring that it
meets your client’s documented needs.

= Conduct a followup review that quantifies the suc-
cess or failure of the project regarding:

o Actual cost to budget
o Completed on time or not
o Benefits achieved

= Track your IT initiative success and failure trends
and communicate them to senior management.
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SUMMARY AND CONCLUSIONS

I found this Cutter survey very interesting, and it
reinforced much of what you read today about the
state of IT and business.

In summary, executive management teams are not all
that happy with what they are getting from their IT
investments as shown in Graph 2. This dissatisfaction
appears to be a result of several things:

= [T initiatives are not delivering what was forecasted
by IT when getting the projects approved.

= [T organizations are not developing business cases
most of the time, which suggests senior management
quite often is in the dark about what IT is working on
or how IT is spending company money.

= Business cases often do not include all the benefits a
project is expected to provide or a financial ROI that
helps senior management evaluate the merits of
doing such a project.

= Most IT recommendations are not approved, proba-
bly because senior management does not understand
the value of the project.

What all of this says is that we have a lot of work to do
when it comes to building IT credibility and the part-
nership that’s needed between IT and the business com-
ponents of the company.

The survey results shine a poor light on IT organiza-
tions in general, but I believe the solution is not as diffi-
cult as you might think nor is the view as gloomy as it
may appear.

Establishing positive relationships with business man-
agers is all about establishing credibility and trust.
Credibility occurs when projects are delivered success-
fully. Trust occurs when IT establishes a positive track
record of delivering projects that deliver true business
value. That means business value in the minds of the
business managers and not necessarily the IT managers.
Remember, unless the client says it is good, it isn't.
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IT initiative recommendations should be developed
from business needs and issues. Every initiative should
have a business owner who can validate the business
need for doing the project and spending the money

in this area. If not, you should take a hard look as to
whether the project is appropriate for your company.
Many IT managers in the world miss this part and work
on things they believe to be worthwhile when their
business client doesn’t understand it. When this hap-
pens, the two entities (business and IT) are unfortu-
nately out of sync.

IT initiative approvals will go up when the IT organiza-
tion follows the criteria listed below:

» [T recommends projects that have tangible business
value as follows:

o Reduce cost
o Improve productivity

o Increase revenue

o

Differentiate the company

» [T develops business cases that:
o Senior management can understand
o Clearly quantify the business value
o Provide needed benefits and ROI

= IT completes projects successfully

= IT gains trust by establishing a positive track record
of delivering projects successfully with regard to:

o Being on time
o Being within budget
0 Meeting client needs

A big part of achieving a partnership with senior man-
agers and department managers lies with communica-
tion. Doing the things listed above will help facilitate a
communication process with the business managers
and will go a long way in establishing the working rela-
tionship IT needs to be successful.
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From the Editor, Gabriele Piccoli

Crafting Better Business Cases: Approval Is Just the Beginning

This issue of CBR was extremely useful to me. There
are a number of nuggets and insights in the articles pro-
duced by our contributors that made me reflect on the
communication and partnership process that is the
writing, discussion, and decision about business cases.

Our academic contribution is provided by John Ward
and Elizabeth Daniel. John is Professor of Strategic
Information Systems at Cranfield University, School of
Management (UK). John’s main interests are the strategic
uses of IS/IT, the integration of IS/IT strategies with busi-
ness strategies, the development of organizational IS
capabilities, and the management of IS/IT investments.
Elizabeth is Professor of Information Management and
Associate Dean for Research and Enterprise at the Open
University Business School (UK). With John she is a coau-
thor of the book Benefits Management: Delivering Value
from IS & IT Investments. She has applied the benefits
management ideas in many organizations, including in
both private and public sectors.

The practicing side is contributed by Mike Sisco.

Mike is a Senior Consultant with Cutter Consortium’s
Enterprise Risk Management & Governance and
Business-IT Strategies practices. He is also founder of
MDE Enterprises, Inc., an IT manager training company
whose mission is to provide practical insight and tools
to help IT managers of the world achieve more success.

One thing that is worth pointing out up front is how
robust the findings of our survey are. They very closely
track data assembled by John and Liz independently
even though the time frame and geographical predomi-
nance of respondents differ. Another result that seems to
confirm our previous knowledge is the relative preva-
lence of business cases — with the majority of organiza-
tions always or often developing business cases.

For me the most striking insight was to think of a busi-
ness case less like a document that terminates its pur-
pose upon approval of the funding but more like a
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living document that should serve a purpose through-
out the lifecycle of the project. Both our contributions
make this case rather forcefully. On the one hand, John
and Liz show that successful organizations do a better
job at surfacing all the potential benefits of the project
and gaining superior commitment from the business.
They also are much less likely to stop at approval and
instead carry out disciplined post hoc reviews of time,
cost, and quality as well as reevaluating the benefits the
project actually delivered and the ROI achieved.

Mike’s commentary lends further support to the impor-
tance of the approach taken by the more successful
firms. In his introduction, he identifies credibility, trust,
and business value as the three critical traits of recom-
mendations (and the people behind them) that get
approval. A thorough evaluation of all the potential
benefits — including soft benefits — is needed to more
completely show business value. Moreover, such a thor-
ough job up front, and a careful review post hoc, builds
credibility and trust. Also note on the issue of credibil-
ity and trust, systematically overstating the benefits

(as 37% of our respondents often or always do!) is an
untenable long-term strategy.

The message of this issue of CBR is loud and clear: the
job of a solid business case is only beginning when the
case is drafted and brought to the executive committee
or the steering committee.

While IT professionals are doers, and spending time
doing analysis and shuffling drafts of a document back
and forth seems like a royal waste of time, a good busi-
ness case is an investment. It is an investment that pays
off in the short term — with an increased likelihood of
approval — and in the long run — going a long way in
solidifying one of the critical assets for the success of
the IT function: a good relationship with the business
and executives in the organization.
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Creating Better Business Cases for IT Projects

Less than 25%
7%
Don’t know
22%

25%-49%
24%

No target benefits identified
4%

More than 75%
13%
50%-75%
30%

Graph 1 — Overall, what percentage of your organization’s IT investment projects deliver the business benefits
or ROl expressed in the business case?

Very satisfied
5% Very dissatisfied
8%

Rather dissatisfied

()
Rather satisfied 20%

33%

Neutral
34%

Graph 2 — Overall, how satisfied do you think your executive management is with the value
your organization is getting from its IT investments?
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Major application or infrastructure enhancements

Business change programs involving IT

New or replacement applications

New infrastructure investments

Introduction of new technology

Percentage of respondents

o,
i“— 25%

6%

37%
32%

35% ™ Never/rarely
26% .
339 B Sometimes
6% Often

21%
35%
38% Always

6% 27%

6%

Graph 3 — To what extent does your organization normally develop business cases and apply a formal financial investment appraisal
approach to each of the following types of IT projects or programs?

A collaborative
activity by
business and IT

33%

Business with
IT consultation
13%

Business without
IT involvement

IT without
business involvement
5%

5%

\‘

IT with business

consultation
44%

Graph 4 — Who is primarily responsible for developing IT
investment business cases in your organization?
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Percentage of respondents

IT steering committee — 45%

O [ 43%
CFO [ 36%
CEo [ 36%

COO or president [T 24%

Other P 17%

Graph 5 — Who approves your IT investment recommendations?
(Please select all that apply.)
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Percentage of respondents

Identify all the potential business benefits %
y P 50%

from the investment 35%
2%
. . o 13%
Create a basis for review of the realization of |G 37% Never/rarely
. . . N
business benefits from the investment 16% 35% B Sometimes
Often
. . . 7% Alwavs
Gain commitment from the business to the |GG 41% way
realization of the benefits from the investment 200 32%
(o]
19% .
Attain an ROI above a required “hurdle” rate _320/38 o
(o}
11%

Graph 6 — In addition to obtaining funding for the investment, to what extent do you believe business cases in your organization
achieve each of the following purposes?

Less than 25%
5%

Don’t know
11%
25%-49%
26%
More than 75%
25%

50%-75%
33%
Graph 7 — What percentage of your organization’s IT investment recommendations are approved?

SURVEY DEMOGRAPHICS

This survey examined the creation of business cases for IT projects, with the business cases being presented to senior management
with the aim of obtaining approval for the projects. Almost half of the 84 respondents (49%) hold senior management/policymaking or
IS/IT management titles, with consulting, project management, and marketing/sales being among the other job titles reported. Forty-six
percent of responding organizations are headquartered in North America, 24% in Europe, and 22% in Asia/Pacific, with the remainder
in the Middle East, Africa, and South America. The number of IT professionals working in respondents’ organizations varies greatly, with
17% reporting more than 1,000 IT professionals, 28% reporting between 100 and 1,000, and 55% reporting fewer than 100 (including
16% with fewer than 20). Responding organizations’ annual IT budgets varied accordingly, with 18% having IT budgets over US $100
million, 25% having IT budgets between $10 million and $100 million, 30% having IT budgets between $500,000 and $10 million, and
the remaining 15% having IT budgets under $500,000 (12% of respondents did not know their annual IT budget figure).
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Percentage of respondents

Funds not available 71%
Business value of the project has not been clearly demonstrated 69%
Senior management has not understood the business value
of the project
Project lacks a satisfactory financial ROI
Poor IT track record and credibility
Emotional decision by senior management
Poor relationship between the IT manager or CIO and
whomever approves the projects
Other
Graph 8 — Please identify the top three most frequent reasons why some IT projects fail to get funded
in your organization. (Please select three.)
Percentage of respondents
h 44%
Cost avoidance o
1% 41%
O o 319%
Revenue preservation or growth ° 429%
12%
Business process improvements (with identified key “ 31%
- 45% 1 Never/rarely
performance indicators) 14%
] ] ) ] o B Sometimes
Internal cooperation or improved working practices and “ 48%
relationships 5% 33% Often
16% Always
Improved external relationships with trading partners hy% 46%
1%
——7% .
Information and knowledge management improvements o 44%
4% 36%

Business innovation or the creation of new organizational 11% 44%
capabilities 6% 39%

Graph 9 — In addition to cost-reduction benefits, how often does your organization include
each of the following types of benefits in its IT business cases?
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Percentage of respondents

o,
Identifies all available k 50%

benefits of a project >0, 35%
(]
. , 17%
Establishes appropriate 589% | ™ Never/rarely
measures for each benefit 4% 21% B Sometimes
Often
20%
Adequately quantifies the - 48% Always
relevant benefits 20, 30%
o
o 259
Overstates the benefits in m 38%
order to get approval 9% 33%
o

Graph 10 — Do you believe that your organization’s current approach to IT projects ...

Percentage of respondents

8%
44%
41%

|

Pilot implementation
7%

13%

|

49% |™ Never/rarely
31% B Sometimes
Often
23% Always
45%
24%

External reference sites
7%

External benchmarking
8%

41%
42%

Modeling and simulation 17%
1%

Graph 11 — To what extent does your organization use each of the following techniques to identify and quantify more accurately
the benefits to be achieved from IT projects or programs?
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Always

12%
Never/rarely
20%
Often
21%
Sometimes
47%

Graph 12 — Does your organization assign accountability to a business manager for each specific benefit
to be achieved from an IT project or program?

Percentage of respondents

Internal IT human resources costs

29%
27%
; -~ . 18%
Internal business human resources costs (e.g., training, testing) 36% M Never/rarely
0,
16% 31% W Sometimes
Direct business change costs (e.g., relocation, 12% Often
refitting, “backfilling” staff) _ 49% Always
11% 29%
0
Indirect business change costs (e.g., changes to job roles, ﬂ o
reorganization, business disruption during implementation) 25% 4%
4% °
New operational costs (e.g., increased telephone costs “ 32%
due to mobile working) 12, 39%
0

Graph 13 — In addition to the costs of technology or other external resources, to what extent does your organization
normally include each of the following costs in the business case for IT projects?
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Project time, cost, and quality

Business benefits realized

The actual ROI achieved

Percentage of respondents

6%
28%
37%
29%

M Never/rarely

18% _— ‘i
41% ometimes

28% Often
13% Always

37%
35%

19%

8%

Graph 14 — To what extent, in your organization, are the following aspects of the IT project formally reviewed
following completion of the project?

Ensure IT investments are explicitly aligned with company needs and issues

Identify and quantify, with supporting evidence, all the benefits (financial and other) that
can be expected from the project

Increase involvement of business managers in developing the business case

Prove, by means of post-implementation reviews, that IT projects deliver the expected

Provide a full and robust assessment of all the costs and risks associated with the investment

Improve IT managers’ communication skills

Develop a better relationship with the operational managers who

Show that learning and experience are passed from one project to another

Percentage of respondents

63%

benefits to the business

Demonstrate a greater ROI

approve IT projects

Other

Graph 15 — Which of the following items would you recommend to improve the long-term success rate in getting IT projects approved
in your organization? (Please select a maximum of three items.)
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