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INFORMATION TECHNOLOGY METRIC OF THE MONTH

METRIC DEFINITION

The efficiency of the business-technology interface is a key factor in the ability of
organizations to leverage technology for greatest benefit. World-class I'T organiza-
tions demonstrate an ability to maximize the IT effectiveness of this boundary
and so maximize the efficiency of the business processes being supported. The
principal metric for assessing progress toward this goal is number of applications
per 1,000 end-users (Fig. 1).

FIG. 1 Applications per 1,000 end-users,  Management of the applications portfolio is not only the key to IT complexity
2009 reduction, but also a necessary step toward increasing I'T’s ability to partner effec-

3 tively with the business.

WHay IT’s IMPORTANT

There are three principal reasons why a company should measure the size of its
applications portfolio. First, the number of applications per 1,000 end-users
serves as a reliable proxy for the complexity of the technology that supports busi-
ness processes. A high number signifies a complex technology environment,

one in which IT’s ability to act quickly is hampered by its need to support many
potentially duplicative or unneeded applications. By contrast, a low number
implies an efficient environment and strong alignment between I'T and overall
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Second, a high number of applications reduces the I'T organization’s effectiveness
because it takes longer to implement changes in response to business needs and
opportunities. This is because when companies have a high number of applica-
tions, they tend to suffer from excessive technical infrastructure complexity (i.e.,
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more technology platforms); information architecture complexity (more data
models); maintenance and support process complexity (more fixes and upgrades,
and greater fragmentation of expertise); and development complexity (dupli-
cation of project work). For all of these reasons, project implementation takes
longer and has a higher risk of unintended effects that must in turn be addressed,
slowing time to completion.

The third reason for keeping an eye on the number of applications in use is closely
related to the first two, in that the more applications in the portfolio, the greater
the likelihood that companies will have difficulty scaling up or down quickly

in response to changes in the business environment. Making the right decision
about whether to continue to support and invest in a given application requires
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alignment between I'T and the business. Any decision must balance business
value, technology, support and maintenance costs, as well as opportunity cost
(the cost of not migrating to a new application, resulting in the inability to sup-
port business process integration).

STRATEGIC IMPLICATIONS

The recent economic crisis tested companies’ ability to take out G&A costs
(including IT) commensurate with revenue declines. This was a test which most
companies failed, some miserably so.

As time goes on and the most immediate effects of the recession begin to fade,
companies will face a different kind of test: how well they adjust to a new eco-
nomic environment, one characterized by higher levels of volatility in areas such
as demand, commodity prices, exchange rates and the regulatory environment.
Since IT is so intrinsically linked to operational and customer-facing processes, as
well as other G&A processes, it is essential that it be as effective as possible. This
starts with minimizing application complexity. Reducing the applications per
1,000 end-users increases I'T’s effectiveness, which in turn increases the efficiency
of the other functions.
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