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CD Gnsutants Randy James

v 10 Years as a CIO and CTO

v Banking, Insurance, Manufacturing, Analytics,
Retail, E-commerce

v 20 Years in Technology Firms and Consulting

v Recognized by Computerworld as one of the Top
100 CI O6s 1 n the Wor

v MBA
v Author of the IT Best Practices Benchmark
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QD Gpeanes Todayos ClI O Quest

v What are we spending?
v Where are we spending it?
v When are we spending it?
v Who is using our services and how much?

Todayos Answer s

...... mr

kap pt |0 UgitalFuel Use IT Financial

seeslirnancelliansssne™  Management tools and
(;/:, com N INICUS processes to Quantify
SOFTWARE and Allocate Historical

IT Costs based upon

ITFMA Consumption
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T'm right there in the room, and no one even acknowledges me.”

The Wé'w.yorﬁer, 9{18/ 06



€2 g Questions the Elephant Will Ask

v Where and why are costs out of line with budgets and peers?
v What is the value of improving our use of technology?
v How do we identify the issues and solve the root causes?
v How do we free up IT resources for high value initiatives?
vHow do we plan to ndo i1t 1
v Howcanwemonitorcostsinreal-t | me and keep u

The Source of the Answers:

IT Financial TR o . Audi
Benchmarking est Practices Audit
IﬁfﬁTE CH : !f ={l\) EEnsultants

‘ /HEALTH*EHEEH Technology E(_:onomlcs B= %  Source
Consulting
(‘ rfJoim
worldwide
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CD Consutants Next Generation IT Financial

ManagementE

AnNSTATI STI CS and n WHAT/ HOW T
nWHAT and WHEREO CcOMPARI SONSDH |

i WH MPROVE 6
Financial Management: Financial IT Best Practices
Benchmarking: Audit:

IT Best Practices Audit
Key Metrics by Module O e Midwest Medical Center
rzore

ot v Bt

At e 8611128

S Cart | St | Sl | S

§
;
;
31k

REEEBEEE

SERVICE

BASELINE
COSTING BILL OF IT

CURRENT

PEER BEST
STATISTICS | COMPARISONS STATE PRACTICES

SERVICE
BUDGETING & QUALITY

UANTIFY
NANCIAL
OPPORTUNITY

WHAT/HOW

PEER
FORECASTING COMPARISONS | TO IMPROVE

&
UTILIZATION
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QI Conaars A Missing Link:
Knowledge

Definition:
A collection of facts, information,
and/or skills acquired through
experience or education.

Uses:
vRecogni ze Asympt omso
v Why is action needed (issues, problems, opportunity)?
v What can/needs to be done (treatment/procedure)?
vWhere to Aoperateo
v When (before or after a problem occurs)?
v How (methods, sequence, tools needed)?

© 2011 by The Consultants Source, LLC
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€ Soptanes Human Nature:
Self Assessment of Our Knowledge

Denial:
How You Think You Did On A Test viwe haveno6t had f
Bedbas & |l ssues 1 n 15 year
Delusion:
Decent — viWe al ways use Be
viWe are doing the
Pass doneo
viWe use the Dbest
Fail -1
: Blame
Epic |/ vAWindows is untr el
. vASAP al ways <c¢crash
a viil never was trai

What You Think You

Got lgnorance
Subjective Objective vil dondt knowo
sraphJam.com v il donot want t o
viNot my Jobo

© 2011 by The Consultants Source, LLC



smiee HOW GOOd 1S Our IT Knowledge?
Use of Best Practices

Use of poor SSE 0 C00E
practices and lqest
practices
6% 20%

Use of worst Use of
practices or average
not known practices

42% 18%

IT Cost Efficiency

(5% of topics were
not applicable
Data from TCS)

IT Effectiveness/Capability
Q: What are your practices?

Q: Can you be World Class if 66% of your practices are not Good or

Best Practice?
© 2011 by The Consultants Source, LLC
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Common Configuration
10 users per web server

A200 physical servers
A200 OS licenses

A200 Tools licenses
ADC infrastructure
ADC operating costs
AStaffing
AReliability issues

$5,787,436

Server Virtualization
10 users per web server

Ch emies  Knowledge Effects on OPEX and CAPEX

Example: Customer needs Web site/e-Commerce capacity for 2000 users

A20 physical servers
A200 OS licenses

A200 Tools licenses + Hypervisor costs

A10% DC infrastructure
A10% DC operating costs

A100% Staffing (but higher complexity)

ASame or worse reliability issues

Use of Best
100 users per

$3,777,365

Practices (35% savings)

web server

A20 physical servers
A20 OS licenses
A20 Tools licenses

 ActiveUse

ol

Server
as0l1

A10% DC infrastructure 206

A10% DC operating costs

A10% Staffing
Almproved reliability

as07
as08
asl4
asls
asl6

and performance

as02

$578,744 (90% savings) 2503

asl3

© 2011 bv The Consultants Source. LLC

Dec 112007 Jan 102008
10:55:00 AM 11:56:00 AM

7
7
17
13
12
12
12
7
8

98

176
199
97
187
103
127
150
78
35
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Cd e Example Improvements using
Best Practices/Knowledge

v PC and server crashes 1 90% reduction
v Service desk calls 7 90% reduction
v E-Commerce server capacity 1 1200%
v PC performance i 35% - 200%
v Extend useful life of devices by 33% or more
v Storage Performance i up to 1000%

v Employee Productivity T 10% to 100% or more
v Reduce Software Development Costs by 30%
v Cycle Times 1 from 72 hours to 8 hours
v Organization Focus i from reactive to proactive

© 2011 by The Consultants Source, LLC



QY emens Sources of IT Knowledge
Proven Not so much

v Tribal knowledge v IntuitionT A Thi s wi |

v Peers v How we did it last time

v Post-It Notes v Use of Process (ITIL)

v In-formal training v Use of defaults

v Experience v Google

v Experimentation v Media stories

v Research, media (manuals, v Vendor advertisements,
books, magazines, Internet) white papers, sales staff,
Consultants Arecommendati o

Documentation
Formal training
Management

L L <L«
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Q2 ewes T Knowledge i Key ISssues

oot

Low™ £°F
Lol
v Post-it Notes fall off and blow away oy B
v Human Nature T ego, fear of exposure
v LeadershipT purchase mill 1 ons 1n

Invest in knowledge for staff to maximize the value

v Confusing Tools, Data and Process with Knowledge

vTree hugging: only Barney be
knowl edgeo

v Academic knowledge vs applied knowledge

v Increasing complexity and component count

v Vendors have no incentive to help; problems =revenues

v Incomplete or inaccurate documentation

v No comprehensive knowledge base
v How to identify opportunities to improve

© 2011 by The Consultants Source, LLC



€2 &= The Ripple Effects of Knowledge and
Practices

ndle Peak Demands

Service Levels  performance Reactive vs. Proactive

Employee Turnover IT Staff Focus: Support vs.

T ——— 0 UL

- ————=Gapacit
Employew Utilization p\y
R——

LT OPEX and CAPEX costs

Proces s AfWarnkd 6 s
SoftwareDevelopment Costs

Self Service vs. Employee assisted Cycle Times

Revenue Customer Satisfaction

© 2011 by The Consultants Source, LLC
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Many senior | T |
infrastructure experience

Low expectations of IT
Few role models

No objective, comprehensive, cost
effective benchmarking tools

Cost pressures
Under-configured systems
Time pressure on IT staff

Lack of consistency; unique
configurations; poor change
management

Poor project management

Use of processes t
problems

Mainframe style discipline never
transferred to servers and PCs

Increased application portfolio and
complexity

eav

{

L L &L & & & & &«

How Did This Happen?

Vendors, Consultants, Service
Providers, and IT media make money
from your on-going pain

Tasks not performed

Obsolete knowledge

Default parameters, incorrect
parameters, mistakes = under
utilized systems

Poor design and implementation
Capacity management

Software is key focus for IT

Software is blamed first for problems
Replace vs. fix philosophy

Staffing levels and allocation
Training, knowledge

Documentation

Operations and maintenance
procedures

© 2011 by The Consultants Source, LLC



€2 @ Solving the IT Knowledge Issue

1. Comprehensive IT Best Practices Knowledge Base
2. Easy to use assessment tool to identify topics for
Improvement and how to improve them

(Confidentially) Starting the Improvement of IT

1. ldentify what you are currently doing
Learn what you are doing well

Learn what is done poorly or not at all
Learn how to improve
Implement/change your practices
Measure the results

Repeat annually or when needed

N o O bh DN
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Do nothing i accept Conduct a

the current state Comprehensive,
«bjective Best
Practices Audit

Have a vendor or
consul tant conduct a nfr
on-si te assessmento

Buy more tools to
collect data or
Aopti mize your
i nfrastructur g

Outsource IT

Hire someone (employee or

| mpl ement th
c consul tant or \Y;

Practiceso
media and vendor
whitepapers i conclusion:
replace all existing
equipment with ours.

Replace or upgrade some
hardware and/or software

Use a free Internet
assessment: IT Effectiveness
Index i 12 topics

Phone a friend: assign staff
to surf the web/technical
forums for Afanswe

Use more processes to  qyy making some configuration

imanage the 'aﬁyosp‘airﬁ efer changes via
trial and error and see what
happens

© 2011 by The Consultants Source, LLC



@D | Consultants Choose Audit Content

Environment (Application, Location, etc.)

15 Subjects

ACloud Computing .
_Readiness Categories
ACost Containment ADocumentation

AData Center Astaffing 2200+ Topics

ANetworks A - -
) . AHW Configuration ASymptoms
ADesktops and Printing ASW Configuration ACurrent state

AIT Governance < : Uit
AiSeries Servers AParameters/Tuning ATopic Importance

AMicrosoft Servers za?icl)iliation ASuggestions on where
AWeb Servers sReliabili to find supporting data
AUNI AReliability ARelative importance to
AUnix Servers
A . AData Center other topics
ACompliance and Equi ] P

Security _Equipment ACurrent Impact
AStorage ASecurity ABest Practice of the

AOperations topic

ATelephony AMaintenance ASpecific

ADatabase

ASoftware Licensing _recommenda'luons to
Improve results

Subjects can be selected for each Audit

© 2011 by The Consultants Source, LLC
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A Structured Interview to Collect Data

E _TC5 1A w2 3 6-6-10 - [TCS_Analysis_Tool v2.3 data 6-10-10]

i

ERE S

- [ &%

The Consultants Source

il
@ e | “anu
2ouice Infrastructure Assessment
Subject: iSeries Servers IA
Category: Storage
Topic: Average disk busy % for Drive/system volumes

91% or higher is typical

1% - 90%

Current 30% -70%

State:
25% - 49%

= 25% typical
Not Known

Not Applicable

Freestyle text

Topic# 122 of 290

£g
i
1

and assessment
notes: -

) T‘_:’F'i‘?' If a disk is 100% busy, it has no capacity to perform more l/Q's or transfers at the
Discussion: phoint in time, causing delays to applications.

Suggested data Check the % busy
source: "

Prev ~Next

Copyright © 2010 - The Consultants Source LLC
100| o = Browse ] «

ir i
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Actionable Knowledge and

Recommendations

IT Best Practices Audit

Q Ez-t Midwest Medical Center

Awsdit Dot 81170011 Emviranmant & udited: Clinleal Systems

Subject Name: Slorage Colegory Name. Storage subsystem LR zation

Audit Topic: Storage - number of seconds per minute of 100% wilization (% busy)

importancs & Discunsion: VWhen & disk or subsystemoes 100% busy, ® has no capacky bo perlorm mans [0S or trarvders 31 hat pont mbme,
g delays of ermers 10 apphc Al

Common Sympioms of Issuss: Limiied or poor gorage |70 or troughput pedommance

| Ky | Peer Averages Clignt Scores Client vs. Peer Averages
T g nsret [ — sutjects: [T
3049 Nesds Improvemen| Category Score: Category Score Category: [0
[31- 199 Significant impect| Tepic score: [IIE Topic Score: D] Topic: [EETHN

Currert Practice 13 ta 18 seconds per minute at 100% utilizatsan.
Maoid Ineremanial Improvemeant O - 127 seconds per rmnobe 3 1000 uiiizaton

- T ek than B seccnds per minuts gt 1005 wilizasan

Opportunity/bensiit of using Best Practcs  Inoeased usss produchaty, reduced applicabion Tme oo erors faser appcaton perlormance
mduce suppan calks

Recommandyian: |ncrease the physical configurabon of the Sorage subw=em, induding adding drives, the speed of
dmves cache, 1D inks, R0 fypes, =i

How/Whare 1o apest Tk 1he % Dusy in Peiimdn oF use T wndor's S0rage managenman s
Audic Kotk

© 2011 by The Consultants Source, LLC
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Few, low impact issues with existing
processes, training, change

Migrate existing Migrate existing Move existing

Move to a private Optimize existing
cloud using applications and

Examine cloud

Business management, clearly articulating app (COTS or app (COTS or app (COTS or existing business options; research;
Preparedness requirements, etc. custom) to SaaS custom) to PaaS custom)to laaS infrastructure processes R&D
Fix/stabilize
existing
infrastructure;

Client IT Staff
Preparedness

Cloud Cost Model
Components

Cloud Services
Provider (CSP)
Vendor Research

Current
Technology
Infrastructure

Peak Capacity
Requirements

35

REACTIVE

REACTIVE| REACTIVE REACTIVE PROACTIVE

Skill and experience levels of current
IT staff/support needs some

improvement

Identification and quantification of
components of current costs and
expected cloud related costs is
complete

Identification of key vendor services,
pricing, financial stability, customer
satisfaction and support, billing
policies, etc. needs significant
improvement

Current infrastructure needs some
improvement

High peak volume requirements

Migrate existing
app (COTS or
custom) to SaaS

Move existing
app (COTS or
custom) to laaS

Proceed with Proceed with
decision and/or

selection

Proceed with
decision and/or

selection selection

Implement new
apps as Saas to
minimize
infrastructure
impact

Move existing
app (COTS or
custom) to laaS

Migrate existing Convert and/or
app (COTS or rewrite custom
custom) to SaaS app to PaaS

Move existing
app (COTS or
custom) to laaS

© 2011 by The Consultants Source, LLC

decision and/or

invest in staff and
training. Consider
use of external
resources

Identify costs of
performing
upgrades of
current systems
Invest staff time
and effort to
compete the
research to
identify available
providers and
compare the
products and
services.

Proceed with
decision and/or
selection

Fix/stabilize
existing
infrastructure;
consider use of

Replace existing
infrastructure

Measure and
monitor costs as
the projects
progress

Replace existing

external resources|infrastructure

Implement a
private cloud to
provide needed
peak capacity

Increase capacity
of existing
infrastructure

Replace existing
infrastructure to
add capacity

RN The . .

€ Consultants IT Best Practices Audit
- % | Source
Sample Reports
Cloud ComputingReadi ness Options Matr.i
The Consultants Source Cloud Coi Cloud Options Other Options
laaS -
Action SaasS - Software | PaaS - Platform | Infrastructure
Category Scor e Description of Current State as a Service as a Service as a Service Private Cloud Short Term Longer term
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ClIO Needs

ClO Need How the Audit Helps

Comprehensive
review
Objective

Proven Content

Specific

Actionable

Repeatable

16 subjects, over 2200 available topics. We ar e f or mer
over 60 years of technology and business experience.

The review is industry, vendor and technology neutral. TCS does
not recommend, sell or represent ANY product or service.

We have direct experience with EV
Best Practice has proven to have significant, positive impact.

Includes descriptions of the importance of each topic, where to
find supporting evidence, examples for each topic i illustrating
poor practices to best practices, and specific recommendations.

Color- and numeric coded reports prioritize and recommend what
topics to tackle, starting with highest impact. Many topics can be
improved by your IT staff.

The structured interview process and comprehensive content
ensures that all topics are consistently addressed. Results can be
directly compared against peers, different environments, locations,
or timeframes. Some clients perform annual reviews, or use the
process for M&A deals.

© 2011 by The Consultants Source, LLC
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CIO Needs

ClO Need How the Audit Helps

Minimal impact on  Only 1-2 staff members are needed for 2-3 hours for each subject. A

IT staff typical review requires less than 1 week to complete.

Fast Detailed reports are available within 5 days of the interview,
improvement activities can begin immediately following the
delivery of reports.

Help to The review identifies many of the root causes of recurring issues,

permanently solve
recurring issues

Maximize the value
in the existing IT
assets we own

Customizable to
my needs

Non-invasive

Cost effective

Confidential and
no pressure

and communicates the recommended Best Practices/solutions to
permanently solve the problem.

Is designed to identify opportunities to improve reliability,
utilization, performance, and ROI of existing hardware, software,
and IT staff.

You select the subjects to be covered, and the depth of each
subject.

No software is installed. No devices are connected to your
network. No data extracts are required.

Fixed price per assessment + travel expenses
The reports are delivered directly to the CIO.

© 2011 by The Consultants Source, LLC
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C D Gnsutanes Who Should Audit IT Practices?

Seeking a
fresh start!

Those In

denial

© 2011 by The Consultants Source, LLC

Always seeking
Improvement



o Sonsutant Financial Benchmarking

Subjects Example Categories

ADesktops ATotal Costs

AServers ACost Per user

ANetwork ACosts per device

AMid-Range ASalary Costs

AMainframe AStaffing Counts i in-house

ATelephony AComparable Staffing Counts

Awireline (circuits) including outsourced functions

Awireless AUsers per staff

AHelp Desk AEmployee vs Contractors

AApplication Development
AApplication Support

Over 1200 statistics are available
A database of over 3000 data points collected over 6 years

Compare the client against peers of similar complexity

© 2011 by The Consultants Source, LLC



QD Consutans Financial Benchmarking

Example Statistics

ACost Per User

ATotal User Count

ATotal Direct Costs
Mardware Cost Per User
ASoftware Cost Per User
AStaffing Cost Per User
ATransmission Cost Per User
AEacilities Cost Per User
ASourcing Cost Per User
ATotal Hardware Cost
ATotal Software Cost
ATotal Staffing Cost
ATotal Transmission Cost
ATotal Facilities Cost
ATotal Outsourcing Cost

AHardware Percent of Cost
ASoftware Percent of Cost
AStaffing Percent of Cost
ATransmission Percent of Cost
AFacilities Percent of Cost
£FOutsourcing Percent of Cost
AAverage Cost Per Staff
AAverage Cost Per Management
Staff
AAverage Cost Per Desktop
Support Staff
AAverage Cost Per Training Staff
AAverage Cost Per Plan & Process
Staff

© 2011 by The Consultants Source, LLC



Cd ewens Financial Benchmarking Results

Comparison of Total IT costs compared against
Peers, Industry, and Averages

Total Costs (000's)

$25,000

Thousands

$20,000
$15,000
$10,000 -

.
$5,000 I
<&

\a

OQ’

$0 -

W Hardware W Software M Staffing Transmission ' Disaster Rec. M Facilities " Sourcing I

© 2011 by The Consultants Source, LLC
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ETE Itants [ [ L]
o Financial Benchmarking Results
Comparison of IT Cost per User compared against
Peers, Industry, and Averages
Cost Per User
$3,000 $2,375 $2,237 $1,867 $2,605 $2,242
$2,500
|
$2,000 I
I

$1,500 I
$1,000

$500

$0
X L Q :
& & A, O
&* <® & o
Q% Q
W Hardware W Software WM Staffing Transmission M Facilities 7 Sourcing
HOW DOES YOUR COST PER USER COMPARE?
Your Cost per User is the prime metric for the Distributed Cost per User is:
computing module. The metric is calculated by taking the total X % [higher/flower] than the Peer Group

of all costs in this area and dividing it by your total end user
count. The results provide a concise breakout of the costs, by
category, for each user. The chart provides a comparison to
the Peer Group, the Peer Top Quartile, Industry Average,
Industry Top Quartile, and the DB Average for the given client

X % [higher/lower] than the Peer TQ

X % [higher/lower] than the Industry Avg.
X % [higher/lower] than the Industry TQ
X % [higher/lower] than the DB Avg.

© 2011 by The Consultants Source, LLC
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Distributed

Cost per User

Financial Benchmarking Results

Comparison of Client IT costs compared against Peers,
Industry, and Averages by Subject and key Metrics

$2,375

Key Metrics by Module

Industry Avg,

$2,237

$1,867

Industry TQ

Database Avqg.

$2,605

$2,318

$2,242

Help Desk

Cost per Contact

$21.2

$20.4

$17.7

$23.2

$21.5

$20.4

Midrange

Cost per Server

$13,460

$12,677

$10,580

$14,762

$13,138

$12,703

Wide Area Data

Cost per Device

$524

$494

$412

$575

$512

$495

Mainframe

Cost per MIPS
Telecom Wireline
Cost per Minute
Telecom Wireless
Cost per Device

Telecom PBX
Cost per Extension
App Development
Cost per Function Point

App Support

$1,474

$1,388

$1,158

$1,616

$1,438

$1,391

$0.106

$0.100

$0.084

$0.117

$0.104

$0.100

$1,758

$1,618

$1,351

$1,884

$1,677

$1,622

$385

$362

$302

$422

$375

$363

$918

$864

$721

$1,006

$896

$866

Cost per Function Point

$40.8

$38.4

$32.1

$44.7

© 2011 by The Consultants Source, LLC

$39.8

$38.5




AR

D Consuans Financial Benchmarking Results

Comparison of Client IT Complexity
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