Financing IT change

Managing the cost of strategic IT investment without missing out on its value

January 2015

It appears the UK is moving into a period of growth after a significant
downturn following the financial markets crisis in 2008. There may be
doubts as to whether this is a sustained or balanced recovery, or even a
blip before drifting downwards again, but either way, many organisations
now face the effects of a significant period of underinvestment in their IT
and communications infrastructures.

So, whether preparing to take advantage of new opportunities and
markets, or having to cope with further downward pressures, many will
be finding their IT and communications systems will require some sort of
overhaul. For many, financing these strategic changes will be a significant
challenge.
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Introduction

Innovation and market pressures to change continue
even during downturns. Some organisations will have
been playing a game of ‘wait and see’, assuming that
things might become clearer, others may have simply
been focussed on keeping systems running with limited
resources and staff. The reasons are now relatively
unimportant, but the consequences do need to be
addressed as the relentless innovation and evolution
of technology products has continued unabated.

Tight budgets might have acclimatised many to trying
to make incremental or tactical improvements to
existing systems, architectures and business processes.
This approach can work for a time, especially when IT
innovations fall into the well-worn categories of small,
faster or cheaper.

However, many recent trends have been far more
disruptive, bringing consumer attitudes into the
working environment, blurring the boundaries
between work and home, and connecting just about
anything, anywhere to the internet. Many now require
organisations to make a step change in their use of IT
which extends beyond simply ‘buying it’, to become
‘buyingintoit’. Changes have tobe made atapeopleand
process as well as technology level. This means making
a strategic investment and a serious commitment - in
this case it is highly likely that incremental spending
will no longer be sufficient or effective.

These disruptive trends have also brought increased
complexity to IT solutions that have a wider impact
on the working environment; so no longer is it a
simple matter of buying discrete items of hardware or
software. Technology choices have become virtualised
and need to be integrated; effective solutions now
require investment in the right blend of hardware,

software and services. Delaying or trying to avoid
purchasing one element that might once have been
considered secondary now becomes a false economy.

Sensible resource
management

With so many rapid advances in technology it is easy
to lose sight of the mundane reality — technology is
there to serve a purpose, not an end in itself. True, for
individuals that purpose might often be distraction or
diversion with games and entertainment, but for any
organisation, IT has to deliver business value.

Every element of IT has to be effective and while it
might be interesting and fun to focus on the leading
edge technologies and become an early adopter
of something that might turn out to be disruptive
in a positive way, there are other areas that deliver
critical value in the background. These also need to
be refreshed, updated and evaluated to ensure they
deliver the best possible returns.

It is often these aspects, which to some appear
less exciting, that are most important at delivering
significant value to the business. This is where the
IT infrastructure plays its vital part. It sits behind the
scenes, yet day in, day out, delivers value.

It may appear mundane, like wearing ‘sensible” shoes,
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rather than the latest fad or fashion, but it must
be regularly evaluated and upgraded and it is still
a false economy to go for simply the lowest cost
option. Sensible elements of the IT infrastructure
need to be as fully funded and resourced as the
most glamorous parts — perhaps more so, given the
clearer value they return.

Impact and opportu-
nity for the channel

The skills required to support this blended solution
of IT products and services are typically well at
home in the reseller channel, where a mix of
different technical skills and the ability to integrate
them have often been in demand. However, the
scale of sudden investment required by a reseller’s
prospective customers to allow them to architect
the right sort of solution may pose a challenge.
Smoothing out any sudden step change in spending
to help the end customer meet its strategic
objectives would be very valuable and minimise
risk for both reseller and the end customer. It also
avoids any lengthy delays or uncertainty, both of
which have significant impacts on any IT project.

Cutting the upfront cost of strategic infrastructure
investment is something that can be provided by
alternative solutions such as managed services.
Where the technology is well defined or a discrete
set of services, this can be accomplished relatively
easily. Entire systems can be hosted and managed



However, the scale of sudden
investment required by a reseller’s
prospective customers to allow
them to architect the right sort of
solution may pose a challenge.

or individual elements could be delivered in a public
cloud-based ‘as a service’ type proposition.

This might make it easier to spread the impact of IT
costs through recurring monthly subscription based on
usage, although moving an entire system architecture
into a public cloud based approach would not only be
challenging but potentially undesirable. Making the
transition is something that will require effort and
predictable cost management.

System architectural and strategic decisions should in
any event be based on business requirements not on
financial constraints, and so the best approach would
be to ensure the financing options support the right
technology decision. This not only means that the
customer gets the right and complete IT infrastructure
in place, but that they can have it when they need it,
rather than trying to make do and mend. This gives
them flexibility to then support business moves to
grow, or to manage costs or risk.

Those involved in selling and supply can be confident
that they can offer the optimum solution to keep
their end customer happy and strength the customer
relationship. They should also be assured that they
have won the entire piece of business and can be
rewarded up front, rather than risking losing out or
being undercut as customer circumstances change
over time.

Withtherightfinancial packagetheentireinfrastructural
solution - hardware, software and professional services
- can be incorporated. This ensures that even the

most complex and strategic integration projects can be
delivered without having to hunt around for pockets of
funding or underspent budgets.

Getting off on the right footing with any IT project by
delivering a system architecture that is based on the
entire business need provides a firm foundation for
future innovation andis the best way for IT departments
and their supplier to be recognisably acknowledged as
supporting commercial goals.

Conclusion

It is never easy finding funds to embark on IT projects,
and especially now when economic conditions have
been challenging in many parts of the world. However,

With the right financial package the
entire infrastructural solution - hard-
ware, software and professional
services - can be incorporated.

innovation and technology advances continue, and
many will no doubt offer significant benefits to the
businesses that make best or early use in them.

The technology landscape is no longer about scaling
up to bigger and bigger boxes of IT hardware
with the consequent big ticket items having to be
budgeted for. Today’s IT investments are based on
big strategies that have incremental but profound
effects right across the entire business — for
example, mobile, managed print services, cloud,
unified communications.

Each big strategy will require a commitment to fund
a broad and wide-ranging deployment of a portfolio
comprising of hardware, software and services.

Financing these big strategies requires new thinking
too. It has to be tailor made to fit the complex
portfolio of specific requirements, and spread to
encompass all elements, not just the hardware.
It requires an understanding that big IT strategies
are not focused around a single issue and point
deployment, but spread with multiple consequences
across multiple parts of the organisation and over a
period of time.

Companies that are embarking on these big IT
strategies have to seek out partners that are
stable and robust, with the commitment and
understanding to offer finance packages that will
underpin and support the strategy to completion.
They also need to consider how best to define their
plan. With a plan and suitable finance partner in
place, even in the currently challenging economic
climate, big IT strategies should not be daunting.



Five step plan for effective project financing

Identify key issues.

Most organisations are facing pressures on their IT, communications and office infrastructure that have strategic consequences, so must identify the immediate
stress points - working practices, collaboration, asset management. Then, decide how these map onto the major rising trends in the technology landscape.

Draw out the strategic impact.

Infrastructure spend can look like simply a ‘cost’ rather than an ‘investment’, especially outside the IT or facilities management functions. Identify the opportunities
created by a fully funded infrastructure investment and the threats to the business of cutting corners or paring costs down too low.

Outline the bigger picture.

Incremental or partial spending on infrastructure often fails to deliver the anticipated benefits. Good technology choices need to be combined with a complete
set of services, training and a commitment to drive change through in order to be fully effective. Trying to cut costs by leaving these out will negatively affect the
outcome; extending financing to encompass the entire set of needs will deliver far better results and a far faster return on investment.

Build a strategy, deliver tactical benefits.

A strategic direction and goal must be set, but progress needs to be visible, and delivered as rapid and frequent, incremental improvements. The end objective
needs to be clear, but there will always be obstacles and the odd wrong turn. A project fully financed to the end is much more likely to be able to deal with
unexpected problems en route and deliver successful benefits than one picking up ‘spare’ budget along the way — or hitting the brick wall of unavailable budget.

Measure and align.

Ensure that both the direct financial return and the indirect or more intangible benefits are identified and measured. Align the technology investments to the
business value achieved so that the benefit of financing the complete solution is clear and traceable. This helps demonstrate that the actions of those making the
technology selections were justified and builds the case for the next project to be properly financed from the outset.

A project fully financed to the end is much more likely to be able to deal with unexpected problems en route and deliver
successful benefits than one picking up ‘spare’ budget along the way.



About BNP Paribas Leasing Solutions

BNP Paribas Leasing Solutions is one of Europe’s most trusted providers of asset finance, leasing and rental solutions. That’s because we offer tailor-made finance solutions
that go beyond finance alone. Our dedicated and expert teams can create bespoke packages that include everything our partners need to make finance truly work for them,
and their customers.

What makes us different?

Only BNP Paribas Leasing Solutions has:

»

»

»

v

»

Decades of experience: in the UK, BNP Paribas Leasing Solutions has been creating high value, low-risk finance solutions for over 40 years.

Knowledge for all markets: we specialise in delivering intelligent finance solutions to businesses looking to deploy office technology, materials handling, agriculture,
commercial vehicles and construction equipment.

Strong relationships: we take the time to build close relationships with our partners, working in close collaboration to seek out mutual goals.

Robust financial banking: we’re a very stable business, with the backing of BNP Paribas - one of the strongest banks in the world.

An award-winning business

Our unique approach means that we consistently win awards for our products and services. Most recently, this includes:

»

»

»

Business Moneyfacts: best service from an asset-based finance provider 2013
IT Europa: finance services provider of the year 2013, 2014

Global Finance: best bank in western Europe 2013

Key facts

»

»

»

»

€30 billion asset portfolio
More than 3,600 employees worldwide
Asset investment solutions for business of all sizes

Integrated, point of sale finance for resellers, brokers, dealers and manufacturers



About Quocirca

Quocirca is a primary research and analysis company specialising in the business impact of information technology and communications (ITC). With worldwide, native
language reach, Quocirca provides in-depth insights into the views of buyers and influencers in large, mid-sized and small organisations. Its analyst team is made up of real-
world practitioners with first-hand experience of ITC delivery who continuously research and track the industry and its real usage in the markets.

Through researching perceptions, Quocirca uncovers the real hurdles to technology adoption — the personal and political aspects of an organisation’s environment and the
pressures of the need for demonstrable business value in any implementation. This capability to uncover and report back on the end-user perceptions in the market enables
Quocirca to provide advice on the realities of technology adoption, not the promises.

Quocirca research is always pragmatic, business orientated and conducted in the context of the bigger picture. ITC has the ability to transform businesses and the processes
that drive them, but often fails to do so. Quocirca’s mission is to help organisations improve their success rate in process enablement through better levels of understanding

and the adoption of the correct technologies at the correct time.

Quocirca has a pro-active primary research programme, regularly surveying users, purchasers and resellers of ITC products and services on emerging, evolving and maturing
technologies. Over time, Quocirca has built a picture of long term investment trends, providing invaluable information for the whole of the ITC community.

Quocirca works with global and local providers of ITC products and services to help them deliver on the promise that ITC holds for business. Quocirca’s clients include Oracle,
IBM, CA, 02, T-Mobile, HP, Xerox, Ricoh and Symantec, along with other large and medium sized vendors, service providers and more specialist firms.

Details of Quocirca’s work and the services it offers can be found at http://www.quocirca.com

Disclaimer:

This report has been written independently by Quocirca Ltd. During the preparation of this report, Quocirca may have used a number of sources for the information and
views provided. Although Quocirca has attempted wherever possible to validate the information received from each vendor, Quocirca cannot be held responsible for any
errors in information received in this manner.

Although Quocirca has taken what steps it can to ensure that the information provided in this report is true and reflects real market conditions, Quocirca cannot take any
responsibility for the ultimate reliability of the details presented. Therefore, Quocirca expressly disclaims all warranties and claims as to the validity of the data presented

here, including any and all consequential losses incurred by any organisation or individual taking any action based on such data and advice.
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