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Honing the Edge

In the face of unprecedented economic pressures, organizations in the

coming years must do all they can to increase efficiency, while remaining
competitive. Cost-cutting is the order of the day, but the competition is

not going to disappear. So to meet the competitive challenge, organizations
must also continue to innovate.
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26 businessguide



tion, organizations have to respond to a
number of challenges such as:

delivering more effective change manage-

ment

using application modernization to lower

the cost and time associated with innova-

tion

building more effective links between

business and IT

better managing the full lifecycle of appli-

cation maintenance, modernization and

enhancement.
Effective application management takes a
portfolio approach to legacy applications
and processes, providing a framework to
enable those assets to be managed strate-
gically. A comprehensive application man-
agement strategy can reduce the cost and
risks associated with legacy applications
and business process modernization.

The Bathwick Group recently completed

a Global Application Management Study
for IBM, in which over 600 organizations
from six industries across seven countries
participated. The research looked at issues
within application management and ex-
plored the challenges associated with inte-
grating business and technology. The study
results underscore how application ser-
vices are a key enabler to change, and
complement the findings recently an-
nounced in IBM’s 2008 CEO Study.

Dealing with change

It is clear from the research that a high
proportion of organizations recognize the
value of innovation. Over 85 percent of
businesses believe that the effective man-
agement of their application portfolio is
a critical factor in competitiveness and in
improving business performance. How-
ever, more than half of businesses admit
that they are falling behind in addressing
new business requirements in applica-
tions, and that the complexity of their
current applications landscape is causing

problems, particularly in terms of the
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costs associated with application mainte-
nance.

In fact, the way in which an organiza-
tion manages, enhances and modifies its
application portfolio can enable or inhibit
change, and clearly many study respon-
dents recognize that — the research iden-
tified a strong move away from home-
grown core applications towards packaged
applications. A total of 57 percent report a
shift away from custom applications to
packaged applications, with 17 percent
seeing significant change over the next two
years.

There are a number of factors influenc-
ing this move, but cost and adaptability
are seen as significant drivers. Indeed, the
study found that more than 50 percent
believe their current applications set is not
flexible enough to cope with changing
business demands. A natural consequence
of this is that 55 percent of organizations
state that they are falling behind in address-
ing business requirements and that this is
negatively affecting business performance.
Organizations that take a holistic approach

to change management, tying it with the
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processes that support business innovation,
will find innovation easier to achieve and

justify in business terms.
Application needs

In order to deliver better business process-
es at lower cost, applications must be
modernized. While organizations recog-
nize the importance of modernization,
53 percent report that application modern-
ization lags behind business requirements,
and one in ten state that it is damaging busi-
ness performance.

More than half of the organizations
we surveyed report that internal resources
are tied up maintaining current applica-
tions; not enough are therefore available
for new projects. As resources become in-
creasingly tight it is clear that organizations
need to streamline and improve their ap-
proach to application maintenance and
enhancement.

Legacy applications pose a particular
challenge; nearly half of the respondents
report significant concerns with legacy

systems, and many aren’t maximizing the
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About the study

The Global Application Management Benchmark study was designed to uncover company

views and strategies regarding business alignment, innovation, information integration

and knowledge management, time to value, risk mitigation and application development

management portfolio and performance. Line of business and IT decision-makers in the

United States, United Kingdom, China, Japan, France, Italy, and Germany representing the

automotive, banking, distribution, electronics, insurance and telecommunications industries

participated. The executive summary and white papers that provide more detail on the

industry-specific conclusions and can be accessed via IBM’s website at:

ibm.com/services/ch/bcs/applicationservices/

value of their application portfolios effec-
tively. Three industries in particular (bank-
ing, insurance and telecommunications)
report significant challenges with respect
to their legacy applications.

The complexity of respondents’ applica-
tion landscapes is causing high application
maintenance costs and adversely affecting
employee productivity. 43 percent of re-
spondents report that their current applica-
tion landscape is hindering their organiza-
tion’s responsiveness to market change
and reducing the organization’s compet-
itiveness. Over 60 percent feel that redun-
dant and overlapping applications across
business units are increasing complexity
and costs and 45 percent believe this makes

innovation difficult.

Building better links
between business and IT

The challenge of “Business/IT Alignment”
has been talked about for a long time, and
this survey once again stresses the need
for better processes to ensure that business
and IT work more effectively together. The
research highlights the different percep-
tions of business and IT managers. Business
managers, for example, are much more
likely to state that a project failed because
IT failed to understand the requirements.
IT, on the other hand, is likely to state that
project failure was the result of require-

ments never having been properly speci-
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fied. While this scenario is hardly unusual,
we are concerned that the situation seems
to have remained unchanged for many
years, and represents a chasm between
groups that can truly damage business per-

formance.

Better lifecycle
management

When it comes to application maintenance
and enhancement, software quality has a
significant impact on future costs. Nearly
50 percent of respondents state that they
experience too many post-launch defects
in new or enhanced applications. This is
linked to the fact that over 50 percent ad-
mit that their application testing is done
manually, and nearly 60 percent acknowl-
edge they don’t allocate enough budget
to the testing process. Almost half of the
respondents don’t have metrics in place to
accurately assess their organization’s test-
ing processes and the quality of testing re-
sults.

Testing is an end-to-end, intrinsic part
of the development lifecycle that can help
reduce costs and manual labor, plus accel-
erate application implementation. Testing
can also identify defects and performance
bottlenecks, both of which can be dealt
with early on in the process to prevent
further production errors. One of the most
cost-effective ways of lowering expenses is

through automated application testing.

In summary

In order to meet the challenges presented
by today’s economic climate and compet-
itive environment, organizations have to
make better use of their application assets
by:
improving the way they manage and
leverage their existing applications
improving the way in which business and
IT engage throughout the whole change
lifecycle
implementing best practice in application
maintenance with a focus on automation.
These findings provide a basis which can
be used to understand where your compa-
ny stands today. You can use the results of
this research to benchmark your organiza-
tion’s performance, and identify the next
steps required to shore up your application

management strategy.
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