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professionals like you face each day.

We Do the Research for You

CBR gives you high-level analyses of the cur-
rent trends and hot-button issues you face.
You'll discover the strategies and tactics of
companies worldwide and, most importantly,
where they’re succeeding and failing.

Your Access to the Experts

Each issue of CBR focuses on a different
topic, presenting fresh empirical data
describing the current landscape. But beyond
the statistics, you'll get insight into what the
findings mean. Analysis from two different
viewpoints — that of a distinguished acade-
mic and also an expert practitioner — plus
future predictions and their potential impact
from editor Gabriele Piccoli provide you with
a framework in which to apply the data to
your situation. This is insider information you
can’t afford to miss.

With CBR, your organization benefits from
the unique opportunity to glean insight

from the cutting-edge ideas being studied
in some of the world’s leading educational

institutions, as well as the perspective
that only seasoned experts with hands-on
experience solving real problems in real
enterprises can provide.
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a variety of lenses at business technology
issues impacting your enterprise

B Understand how your organization com-
pares to others in your industry and/or
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W |dentify key IT initiatives that are worth
pursuing and — just as importantly —
those you should avoid

B Support your IT initiatives with unbiased
research and judicious statistical analysis

Nowhere else will you find a marriage of the
academic and practitioner perspectives like
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unlike any other available today.
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Manage the Coming Year

This month’s installment of Cutter Benchmark Review

is the fourth in our yearly series on IT trends and tech-
nologies for the coming year. As you know if you have
been following CBR, at the beginning of every year we
ask our practicing and academic contributors to take
stock of current trends. Based on our benchmarking
survey of investment priorities, we ask our contributors
to explain the results and look ahead to extrapolate
these to create some guidelines for our readers on how
to tackle the new year in the IT shop.

The benchmarking surveys on which yearly issues

are grounded — both this one that you are currently
reading on upcoming IT trends and the one published
midyear on budgeting — are based on a core set of
questions that we ask every year. With this core set as
the basis, we give our contributors the freedom to intro-
duce newly relevant or emerging issues. For the first
time in our four-year run, you will see that now we
have started plotting some of the most significant
responses to the core set of stable questions, thus
showing some interesting long-term trends.

These yearly issues of CBR are particularly important in
my opinion as they give us more than a spot evaluation
of what is going on. They instead enable us to take a
more extended view and draw some conclusions about
year-over-year and long-term trends. This long-term
view is more and more valuable as we accumulate data
over time. For some of the questions, we now have four
data points dating back to 2006.

This yearly issue on trends and investment priorities is
even more interesting given the global crisis and the
recession that has hit far and wide affecting pretty
much all of our global readership. The benchmarking
survey went out to our respondents at a time when it
was clear that the crisis was unavoidable, but its magni-
tude was still not very well appreciated. The results, I
believe, capture our respondents’ early reactions to the
accumulating dark clouds on the horizon.

Get The Cutter Edge free: www.cutter.com

From the Editor, Gabriele Piccoli

Trends for 2009: Leveraging Four Years of Data to Better

The opening issue for the year is also the one in which
I take the opportunity to thank the CBR team for its
support and relentless efforts during the year past:
Cutter Managing Editor Cindy Swain, who is the real
driver of the CBR bus as her pushing and prodding is a
vital element of our success; the production team, with-
out whose effort there would be no CBR, with Linda
Dias and Lori Goldstein leading the charge and Bob
Sprague and Tara Meads in support; and of course
Cutter President and CEO Karen Coburn and Cutter
VP of Product Development and Marketing Anne
Mullaney who help us in identifying issues of interest
to the readership while offering their general guidance
and encouragement. I am very proud to be associated
with CBR, and I hope you will continue to find our
publication a stimulating and challenging element of
your intelligence-gathering process.

This year’s issue comes at a trying time, to say the least.
Most of us are in the middle of the largest economic
crisis of our professional lives, and the uncertainty

at all levels is palpable. Anyone looking for a visual
representation should just plot the Dow Jones Industrial
Average over the last five months. But, believe it or

not, there may be some good news hidden in the tur-
moil for IT shops. I just returned from the International
Conference on Information Systems held in Paris in
December 2008, where I participated in the CIO
Symposium — an initiative not unlike CBR that seeks
to bring together IT academics and executives. One of
my academic colleagues on the panel indicated that

the effect of this recession on the IT shop is different.
Instead of IT being one of the first areas affected by
cuts, early evidence suggests that IT is benefitting from
relatively more resources (i.e., the cuts are more lim-
ited). That is, instead of saving money in IT, there is a
growing tendency to turn to IT to create savings in other
areas. I have asked the contributors on this issue to seek
evidence to support or refute this claim in our data, and
the results are encouraging.
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Both of our contributors to this issue of CBR are return-
ing from last year’s IT trends installment.

Our academic contributor, with us since the inception of
the yearly trends issue, is Dennis Adams. Dennis is an
Associate Professor in the Decision and Information
Sciences Department at the University of Houston
(USA). His counterpart on the Cutter practice side is
Jeroen van Tyn. Jeroen is a Senior Consultant with
Cutter Consortium’s Enterprise Architecture practice
and was the practicing expert voice in the last two IT
trends issues.

Dennis begins his contribution by setting the stage for
the survey, and never was a discussion of contextual
elements as important as it is this year! He then offers
possible explanations for why early evidence suggests
that the impact of the recession on IT may be different
this time. With this conceptual background in place,
Dennis delves systematically into the survey data with
particular emphasis on IT labor trends, innovation in the
IT shop, and compliance. His concluding thoughts are
interesting and practical.

As is customary for him, Jeroen dives right into the
data in his contribution, and he does the most exten-
sive year-over-year trending. He discusses IT staffing

and outsourcing, Web services and service-oriented
architecture (SOA), and enterprise architecture most
extensively. He also comments on some emerging
trends, such as Enterprise 2.0 and virtual worlds. I
think you will find Jeroen’s insight and no-nonsense
writing style very useful and appealing. His conclusions
also provide some ideas about how to best prioritize
during the crisis.

I hope that you will find this issue of CBR both helpful
and timely as you seek to evaluate opportunities and
priorities for the incoming year. More than anything, I
hope that you will find our results useful and that you
are seeing your own IT shop becoming more and more
the “go to” department in times of trouble. On behalf of
the entire crew at CBR, I send you our best wishes for a
productive and rewarding 2009!

— Gabiriele Piccoli, Editor,
Cutter Benchmark Review
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Cutter Consortium
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University of Houston (USA)

by Dennis A. Adams, Associate Professor, Decision and Information Sciences,

Wise Managers in Tough Times

The year 2009 is set to become one of the most turbu-
lent years ever seen in the IT industry worldwide. We
anticipate many changes and a substantial amount of
restructuring both in the industry and in companies
that make use of IT.

As we have done at this time for the past four years,
this issue of CBR starts off the new year by looking at IT
trends and technologies for the coming year. However,
since the information in this issue’s survey was cap-
tured toward the end of 2008, many more changes have
occurred since the results were gathered and computed.
To set the stage, the survey was distributed as we were
experiencing the beginnings of a worldwide fall in the
price of equities and commodities and as those of us in
the US were in the midst of electing a new president.
These market uncertainties led to the failures of several
large insurance companies, banks, and bank holding
companies and are even today affecting the health of
many manufacturing and service companies such as
automobile manufacturers and transportation pro-
viders. Worldwide labor markets have also been sub-
stantially impacted with layoffs and unemployment at
levels not seen in decades. All of these factors combine
to set the stage for future investment priorities in IT.

Past CBR trends surveys have shown an important dis-
tinction between information systems designed to save
money and those designed to make money. Systems
that make money have historically tended to be built
only during robust times. These robust times are typi-
cally characterized by increasing industry purchases,
increased market share, or other traditional measures of
business success. During times of intense competition,
we tend to see companies focusing on systems that help
them make money by increasing their potential cus-
tomer base, by adding features to existing product lines,
or by developing new products and therefore attracting
new customers. In times of recession or other economic
slowdowns, there isn’t as much money to be made.
Consequently, companies focus on those aspects of their
information systems that help them save money and
retain market share by keeping product costs down.

Get The Cutter Edge free: www.cutter.com

The current economic situation, however, may be expe-
riencing periods of deflation. Deflation is defined as

the general fall in prices across the board and is often
accompanied by increasing unemployment. The cause
of deflation can be, on the positive side, an increase in
worker productivity. Unfortunately, as in this case, it
can also be caused by a recession. When productivity
declines, we see a fall in the output of manufactured
products and a weakening in the demand for services.
In general, demand for what the company is in business
to do falls. The result is that companies will begin pur-
chasing fewer raw materials in an attempt to decrease
the levels of their finished goods inventories. This is
accompanied by a decrease in the need for direct labor
for those products and for the indirect labor that sup-
ports those workers. Often we see increased pressure
put on sales staff in an attempt to maintain current
levels of market share. For the information systems
functions within these companies, IT workers will be
expected to deliver the same levels of service at decreas-
ing costs and will be used to build systems or imple-
ment systems that are needed to replace workers. These
systems that replace workers will focus on workflow
and knowledge retention.

While the data is sketchy, we have noticed an interest-
ing aspect of this economic downturn. In the recession
of 2000, IT workers were some of the very first to be
laid off in large organizations, and IT hiring all but
stopped. This time, however, we have indications that
companies, while scaling back their hiring, have not
targeted IT workers for layoffs. There are perhaps sev-
eral reasons for this. During the recession of 2000, many
senior managers felt that their organizations had over-
invested in Y2K and dot-com projects. When the pres-
sure came to cut costs, those managers targeted the IT
area. Today, however, organizations have leaner IT
operations, which have not fallen under the budget
knife as quickly. Instead, managers today begrudge

the money spent on compliance but are not as likely to
make deep cuts in this area for fear of causing even big-
ger economic problems for the company if a compliance
problem were to emerge. IT seems to be viewed as a
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partner in helping companies cut costs rather than as
the target for cost-cutting as it has been in the past.
Unfortunately, as the economic downturn continues,
most areas of the organization eventually will experi-
ence budget reductions.

The industry that supports the IT function (hardware
and software vendors) will begin to notice rapid
declines in orders for its products and will experience
pressure to make better deals in order to sell its prod-
ucts and services. We have already seen anecdotal evi-
dence that IT managers are driving harder bargains
during these times. Consulting companies, however,
may find themselves answering the call of businesses
to help provide short-term labor for projects that need
to be completed quickly.

ALLOCATING LABOR DOLLARS IN THE COMING YEAR

The first part of my analysis of the data focuses on

the labor within the IT organization, specifically issues
associated with outsourcing and with staffing levels.
We posed a general question to our respondents ask-
ing them to describe their current IT staffing situation.
In 2008, the most common response from 46% of the
respondents was that their company was currently hir-
ing IT people. This year, however, only 25% of respon-
dents indicate that the company is hiring (see Graph 1
in the Survey Data section beginning on page 19). In
2008, 10% of respondents indicated that the company
was currently downsizing. We compare that to this
year’s responses, which indicate that fully one-quarter
of respondents say their company is downsizing. The
good news is that this year half of the respondents indi-
cate that the staffing situation is stable. We step back
from this result to see the effect that the economic slow-
down has already had in the last quarter of 2008 on
projections for 2009. We have no reason to expect that
this trend will improve substantially during the coming
year. IT organizations will be forced to do the same or
more work with fewer people.

We also asked how respondents would describe staffing
plans for the next year. In 2008, 55% of respondents
confidently said that their company would be hiring.
For 2009, only 35% indicate they will be hiring (see
Graph 2). Related to IT staffing is outsourcing. We
would expect to see some of the labor needs satisfied
by outsourcing work. We asked the following question:
“Do you currently outsource or are you planning to
outsource work?” In 2008, 55% of respondents indicated
that they do or were planning to outsource. This year
that number is up slightly to 59% (see Graph 3). For
those that currently are outsourcing or planning to
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outsource this year, development at 70% is the highest-
ranking area of work to be outsourced, as it was in
2008, though it came in at 78% then (see Graph 4). This
makes sense because in an economic slowdown, we see
less development and more attention to maintenance
or other work on existing systems. We see little change
from 2008 to 2009 in the level of outsourcing for help
desk support, suggesting that most companies who
planned to outsource the help desk have already done so.

If the company is planning to hire, it would be interest-
ing during these times to gain an understanding of
where it will spend the few new labor dollars it has. In
answering the question for which IT skills will you be
hiring, the most common answer given was application
development. In 2008, 57% of respondents indicated
that they would be hiring in application development.
This year, however, that number is down to 40% (see
Graph 5). The next most common place where labor
dollars will be spent is in the enterprise architecture
area. This year 35% of respondents indicate that they
will hire in enterprise architecture, which is down from
47% last year. This result makes sense because rational-
izing the IT architecture is a money-saving activity if
pursued correctly. It also is a mechanism for consolida-
tion and is the primary tool today for virtualization,
readying systems for either software as a service (SaaS)
or some other service-oriented architecture (SOA).
Finally, last year 47% of respondents indicated that they
would be hiring in project management, while this year
only 25% indicate they will be doing this. There is per-
haps no clearer indication of what is happening within
IT than this particular result.

So what does this mean? IT managers are restructuring
their budgets around projects and initiatives that save
their organizations money. This includes reducing the
costs of delivering IT services and service levels at least
equal to those of the last budget cycle. The result will
be fewer, smaller projects requiring fewer project
managers and application programmers. The push to
continue virtualization, a cost reducer, is seen in the
attention paid toward hiring architects. The wise man-
ager will use this information to allocate shrinking
resources in an attempt to free up resources to be used
for other initiatives. For example, rather than hire an
experienced application programmer who will be more
satisfied with new application development, a manager
might consider hiring a less experienced programmer
to initially work on the maintenance of existing appli-
cations, perhaps increasing their functionality, while
learning about the software environment. This same
manager might hire an architect and attempt to recover
a portion of that person’s salary through server and
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license consolidation. In other words, in addition to
helping the organization save money, the wise manager
will begin to find ways to save money in his or her own
IT organization.

INNOVATION UNCOVERED

In many companies, innovation is hampered during a
recession. When our respondents were asked how they
would characterize business innovation in their organi-
zation, the most common answer this year — at 55% —
is that innovation receives focus when a particular need
calls for it. Last year that number was 46% (see Graph
6). We would expect in the coming year that innovative
ideas would have a difficult time being heard. Even
ideas that will help save money in the short term might
succumb to the status quo. This makes sense because a
large portion of cost-cutting activities includes some
sort of headcount reduction. Employees are hesitant to
put forward ideas that might cause a fellow worker to
lose his or her job. Consequently, those organizations
that have well-defined approaches to creating and fos-
tering innovation will have a competitive advantage
compared to those that do not. Only 19% of our 2009
respondents indicate that innovation is well supported
through a defined approach or process.

We might ask about the IT organization’s role in inno-
vation. The most common answer in 2008 — at 38% —
was that IT was reacting to business innovation initia-
tives. This year, however, the most common answer —
at 33% — is that IT is a key enabler of business innova-
tion (see Graph 7). We fully anticipate that in the com-
ing months IT will be a very key component of perhaps
the actual survival of some companies. How that sup-
port is created by IT is important. When asked to what
extent software tools support innovation, the most com-
monly provided answer in 2009 — at 60% — is the tools
that support group communication. Last year, support-
ing group communication came in second to supporting
the person-to-person communication (see Graph 8).

We would anticipate that during stressful times, group
communication may be more important to innovation.

Innovation, however, has not come to an end. We see
from our survey that Enterprise 2.0 initiatives and Web
2.0 activities are moving forward. Last year, 34% of
respondents indicated that they were in the phase of
information gathering for Enterprise 2.0 initiatives (31%
for Web 2.0 customer-interaction initiatives). This year,
our respondents indicate that they have passed infor-
mation gathering, and 26% are in the early experimen-
tation phase of Enterprise 2.0 initiatives. In addition,
30% indicate that they are working on initiatives such
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as social networking tools like blogs and wikis (see
Graph 9).

We can see that innovation continues, although in very
specific areas. We see that innovation in some areas,
however, hasn’t changed very much. Web services, for
example, has remained relatively stable from 2008 to
2009. When asked what was impeding the adoption or
expansion of SOA this year, our respondents indicated
that lack of business buy-in is significant. Last year,
23% indicated buy-in was a problem while this year
that number is 29%. At 24%, lack of funding is also a
problem in 2009 (see Graph 10).

We fully anticipate that in the coming months
IT will be a very key component of perhaps
the actual survival of some companies.

In general, the problem with SOA is one of focus. As he
mentions in the next article, Jeroen van Tyn states that
the “trend of CIOs being the top-level SOA sponsor
continues dramatically upward, now approaching half
of all SOA programs.... Insufficient sponsorship is now
the leading obstacle to the success of SOA programs.”
He goes on to say that “the number of companies expe-
riencing significant impediments to instituting SOA has
gone way up, from just over half of companies in 2007
to nearly two-thirds today.”

Many managers attempt to implement SOA without the
proper project management experience or funding. The
result will be an SOA implementation that does not
achieve its goals and that causes substantial disruption
within the organization. We would anticipate that SOA
implementations slow down or even get cancelled dur-
ing these tough times. This does not mean, however,
that the goals of SOA are not worth pursuing but that
the payoff is too distant to make it a good investment
right now.

Interest in enterprise architecture (EA) is also growing,
with 69% of respondents indicating they have EA pro-
grams compared to only 61% last year (see Graph 11).
There is no clear reason this year that drives EA
requirements. Last year, 51% indicated that the most
common reason for EA investments was to reduce IT
costs. This year that number is down to 47% (see Graph
12). More important this year is the formal development
of enterprise business requirements, at 55%. And 29%
of respondents indicate that the primary focus this year
is the implementation of standards, compared to only
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22% last year (see Graph 13). Further, 26% indicate that
having a common application architecture is important,
compared to 24% last year. We see that innovation in
the delivery of IT services in pursuit of organizational
goals is critical and is continuing to be funded,
although with more scrutiny.

RISKS AND REWARDS

We asked two new questions this year to help gain a
better understanding of the role of IT in the respon-
dents’ organizations. The first question asked, “When
the economic performance of your industry is good,
does your organization tend to choose riskier IT proj-
ects than it would otherwise?” About 59% say this is
true. In other words, almost 60% of those surveyed
indicate that their company adjusts its IT portfolio
based upon the economic conditions in which the com-
pany finds itself. Conversely, during times of economic
slowdown, we would expect the IT portfolio to have
more projects that are less risky in it. If we recall our
introductory finance classes, we will remember that the
reward of risk is greater as the riskiness of a project
increases. Analyzing the portfolio of new IT projects
could give us an understanding of the risk profile of IT
managers and the companies for which they work.

The second new question we put forward in this year’s
survey asked how often IT initiatives are mentioned in
the organization’s annual report. The annual report of
many organizations is sometimes used as a public rela-
tions document aimed at current and new investors or
stakeholders. About 33% of respondents indicate that
IT initiatives are frequently mentioned in the annual
report; 31% indicate that they are sometimes men-
tioned; while 24% indicate that they are seldom or
never mentioned. With approximately two-thirds of our
respondents indicating that IT initiatives at least some-
times appear in the annual report, we would anticipate
that these initiatives are meant to either make substan-
tial reductions in the cost of doing business or make
significant improvements in revenues or sales. In future
surveys, we will very closely monitor these two ques-
tions to see if the makeup of the IT portfolio is a leading
or lagging indicator of economic performance for the
firm and the industry.

COMPLIANCE AND BUDGET

Some critics blame much of the economic malaise in
which we find ourselves on lack of regulatory over-
sight. We would anticipate that in the future increased
regulation would occur to keep situations such as the
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mortgage fallout and other activities from happening.
Regulatory compliance, while initially a labor-intensive
activity, is often automated as the need to reduce costs
increases. This year, we asked if respondents believe
that the information systems budget will grow to meet
the needs of regulatory compliance. Last year, slightly
more than 30% of respondents did not believe that the
budget would grow to meet compliance needs, while
this year more than one-third believes that there will be
budget problems associated with compliance.

Compliance systems are one of the four basic kinds of
information systems that are built by organizations.
Those four systems are: those that make money, those
that save money, compliance systems, and infrastruc-
ture systems. This year, we asked a question related

to the development activity budget for organizations.
Respondents were asked to allocate their development
budget based upon the four types of development
projects and whether they accounted for 0%, 1%-25%,
26%-50%, 51%-75%, 76%-99%, or 100% of the budget.
According to 53% of participants, compliance systems
would make up between 1% and 25% of development
activity budgets. This was the largest pool of invest-
ments reported by our respondents. The second most
commonly identified area was in infrastructure systems
at 46% for between 1% and 25% of the budget. This is
followed by systems that save money coming in at 40%
for between 1% and 25% of the budget. These three
items were the most commonly identified uses of the IT
budget. We can see that the allocation of the IT portfolio
is indeed very conservative and that most of the sys-
tems being developed are investments in compliance

or a cost savings.

Organization Size Drives Types of IT Investment

We conducted some rudimentary analysis on the data
associated with company size and the allocation of the
IT project budget. One would expect that smaller orga-
nizations that have IT budgets that are correspondingly
smaller would have to pay more attention to certain
kinds of systems, while other companies with larger
budgets might have the latitude to select other types of
systems to develop. We would expect, for example, that
smaller organizations might focus on cost control more
than systems that make money, or that systems focused
on compliance would make up a bigger component of
their budgets. Our analysis, however, does not show a
relationship between the size of the organization and
the percentage of the development activity budget allo-
cated. We continued our analysis by looking at only
those responses from large organizations and found
that as the size of the organization grew, the smaller
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was the portion of the investment in systems that make
money. We also found that large organizations invest in
compliance systems more heavily as they grow larger.
Smaller organizations, however, tend to invest more in
infrastructure than any other system. We don’t find
these results to be unusual in these times but would
expect as the economy rebounds to see more invest-
ment at all levels in systems that make money.

ROI'INIT

As we begin pinching pennies, we find that there is an
increased scrutiny in how we allocate our dollars. Last
year, when asked if the respondents believed that their
organizations calculated the ROI for all information sys-
tems projects, 36% agreed or strongly agreed. This year,
40% agree or strongly agree. What is often the holy
grail for IT managers — business-IT alignment — is still
viewed as being extremely important by our respon-
dents. More than 70% of our respondents indicate that
IT alignment with business strategy is crucial for the
coming year. Unfortunately, 48% of all respondents feel
that the information systems function in their organiza-
tion is treated more like a utility than a strategic tool.
This is up considerably from 37% last year, which may
indicate that the pressure to cut costs and to improve
workflow may feel more like a utility function as
opposed to a strategy. We may see this attitude
reflected later in coming surveys as a problem for
business-IT alignment when IT is viewed as a cost-
focused tool rather than as a business partner.

In an effort to improve business performance while not
increasing the cost of doing business, many companies
are beginning to look at using data and tools that they
already have to improve decision making. One of the
tools gaining increased attention is business intelligence
(BI) software. Last year, 33% of respondents indicated
that they were not currently using BI software, but this
year, only 28% indicate they are not using it (see Graph
14). The most common use last year (43%) was in the
analysis of sales and customer data. This year, sales and
customer data analysis represents 48% of respondents’
use of BI software. Also this year, 54% of respondents
indicate that the software is being used to analyze
financial data, up from 42% last year; analyzing the
business risk is up to 25%, compared to 22% last year.
We are beginning to see the use of Bl software as a cost-
control tool. To some this may be an innovative use of a
tool once thought to be a mechanism for expanding
markets and customer bases. However, as we have seen
with other decision-making tools, BI systems can “earn
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their keep” by helping companies restructure costs and
find the low-hanging fruit that might be in their data.

During the last 12 months, we’ve seen the price of a

barrel of oil skyrocket to US $140 and fall to less than
$40. We’ve seen the focus on green computing initia-
tives range from nonexistent to critical to in-between.

What is often the holy grail for IT managers —
business-IT alignment — is still viewed as
being extremely important by our respondents.

We asked respondents to share how critical being
“green” is in the purchase or design of information sys-
tems. This is the first time we’ve asked this question.
About 19% report that being green is significantly
important, 46% say somewhat important, and 35% say
that it isn’t important. Some managers have used green
initiatives to push forward virtualization initiatives or
to provide other aspects of lights-on operations in their
data centers. We’ve also seen examples of managers
using these initiatives to push forward telecommuting,
telework, or Web conferencing tools for workers. There
can be little doubt, however, that many of the green ini-
tiatives that were begun in companies had their roots in
the increases seen in the costs of energy rather than in a
sense of environmental stewardship. As the recession
deepens, we notice that the price of a barrel of oil has
fallen dramatically as has the amount of gasoline con-
sumed per worker. We’ve also seen that the prices of
other energy products are beginning to fall, and prices
may stay at these levels for the coming year. This

may negatively impact organizational interest in green
initiatives particularly in those cases where an invest-
ment is required to be green. There is much yet to be
learned about green computing, and we’ll watch this
trend as it unfolds.

Each year during the trends survey, we are interested in
respondents’ attitudes about open source systems and
other methods of acquiring software. When answering
the question, “If it were safe to do so, I would move my
server environment to a non-Microsoft platform,” more
than 37% of respondents indicate they would do so.
This is roughly the same percentage as in 2008. How-
ever, when the same question is asked about desktop
software, last year approximately 29% of respondents
indicated that they would like an alternative to a
Microsoft environment. This year, that number jumped
to 35%. We believe this reflects some of the cost-cutting

Vol. 9, No. 1 CUTTER BENCHMARK REVIEW


http://www.cutter.com

10

that organizations wish to do and perhaps some of the
dissatisfaction with Windows Vista.

Perhaps reflecting a change in our respondents, or some
other change in price or availability of packaged soft-
ware, we've seen a shift from last year to this year in
those indicating that they have deployed open source
applications. Last year, 65% of respondents indicated
that they had deployed open source applications, while
this year that number is 49% (see Graph 15). The num-
ber one reason for lack of deployment of open source
applications this year is the lack of a business sponsor
(according to 46% of respondents). Last year, the top
reason (38%) for lack of deployment was no business
need (see Graph 16). We believe that the wide-ranging
responses to this question are rooted in the fact that
open source software applications have not taken root
as a safe alternative to proprietary, packaged solutions.

Just as the ill patient in a hospital is at
increased risk for additional illnesses, so
too is the organization at greater risk during
an economic downturn.

Much has been written about SaaS and about cloud
computing. Both of these trends are expected to greatly
impact the way we deliver systems for employees and
interact with our customers. When combining SaaS

and cloud computing with Enterprise 2.0 initiatives,
we see the emergence of a network-centric computing
approach to information systems design in ways we
have not anticipated. Network-based systems are fun-
damentally different from those that are server- or
application-focused. Designing an architecture to enable
decision making without regard to where the data and
application is stored or functions, or where the decision
maker is, is a substantially different way of building
systems. SaaS is key to this new design of information
systems.

A key component of Saa$S is the metering ability of the
software provider to be paid by use rather than by the
seat. It is also a mechanism for regulating the cost of
computing by the user to only pay for those services
that you need when you need them. We would expect
Saa$ to significantly impact the way we pay for com-
puting and the way we develop systems. In this year’s
survey, 26% of our respondents are in the information-
gathering phase of SaaS, while 23% are in the early
experimentation phase (see Graph 17). We fully expect
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that more than half of our respondents in the future
will be implementing SaaS, and we intend to follow this
trend. We might ask ourselves what other parts of our
systems we will need to keep inhouse. The combination
of cloud computing, SaaS, Enterprise 2.0, and increasing
bandwidth and computing power all align themselves
to present us with a different model of computing
subject to the constraints of security in regulation.

We would expect these initiatives to significantly

drive IT investments in information systems design

in the future.

DIRECTIONS FOR THE WISE MANAGER

The implications for managers that we see in the trends
data focus around helping our organizations manage
the costs of doing business in an attempt to survive the
economic climate in which they operate. We anticipate
that in the next 12 to 18 months companies will come
under significant pressure to cut costs, to reduce the
need for long-term capital, and to maintain certain lev-
els of customer loyalty to prepare for the recovery that
inevitably will come. Managers must focus on those
aspects of the business that can quickly cut costs and
improve profitability. The IT organization will be called
upon to provide a series of control reports focusing on
cost variances and upon sales analysis that will spot
trends in purchase behavior from our customers. We
will see an increasing need for changes in the database
architecture to aid in the construction of these reports
and perhaps the creation of dashboard tools to allow
managers to quickly make decisions that affect the
health of the organization.

Cost cutting will hit the IT budget as well. IT managers
will be required to reduce their headcount, will be
required to reduce their budgets, and will be asked to
do more with less. The low-hanging fruit in the IT bud-
get can rove all around the renegotiation of mainte-
nance contracts and the delay of upgrades. While it is
clear that delaying upgrades of hardware and software
can imperil the operations of the organization, the wise
manager has begun deciding which upgrades need to
be postponed and which need to happen right away.

A word of caution, however, is needed. The wise IT
manager will not undertake any actions that increase
the risk the company already has. Just as the ill patient
in a hospital is at increased risk for additional illnesses,
so too is the organization at greater risk during an eco-
nomic downturn. The IT manager must be vigilant in
caring for his or her IT resources.
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The economic downturn, however, will not last forever.
The wise manager will plan for good times while in bad
times. When IT budgets again begin growing, demand
for IT workers will skyrocket and some key employees
may be tempted to go elsewhere. It is essential that key
personnel be taken care of during the downturn and be
enticed to stay when things get better. The wise man-
ager pays more attention to the welfare of his or her key
employees during a recession. It is also suggested that
plans for server consolidation and other virtualization
activities be pushed forward. These cost-savings activi-
ties may be essential in helping the company survive in
the next few months.

The longer the recession lasts and the fear of deflation
continues, the more likely it is that organizations will
need to decrease headcount. Headcount reduction
within direct labor in a manufacturing organization is
relatively straightforward, albeit painful. As product
output and product demand fall so does the need for
direct labor. The indirect labor that is employed to sup-
port direct labor is also a target. However, other over-
head labor costs, such as those in accounting, finance,
and human resources, are more difficult to attach to the
costs of goods sold. Many of those workplace activities
are part of workflow, and some analysis is needed to
identify where the workflow slack exists and where
software and other process redesign can make an
impact. The wise manager will focus key business ana-
lysts on those elements of business process workflow
that will significantly reduce headcount without notice-
able service degradation or on key business processes
that are vital to the ongoing health of the organization.
In other words, the manager must make a decision
about where to best use his or her resources, including
his or her people.

The wise manager will also pay attention to innovation.
While many good ideas will not get a fair hearing dur-
ing these coming months, it is important that we keep
track of and even encourage the ideas that will ulti-
mately increase productivity and organizational perfor-
mance during the recovery. Studies have shown that it
takes almost three years for good ideas to bubble up to
the surface after two companies merge. That means that
for almost three years little innovation actually occurs.
During a recession the same thing happens. Because
there is little money or other resources to fund good
ideas, good ideas stop coming. The wise manager will
keep track of all the good ideas and even encourage
their discussion.

During the 1980s when the oil industry fell upon hard
times, many oil companies stopped all of their recruiting
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activities at universities, which traditionally provided
them with labor. As a result, relationships, which had
been built up over many years, began to dwindle. One
company that chose not to do this was Texaco. Les
Hodges, the former general manager of Texaco’s IT
department, was a visionary leader. He understood that
the energy business would someday turnaround and
the relationships with organizations that provided labor
and other services would be a key competitive advan-
tage for his organization. So he pushed his people to
stay in touch with universities and with other key

labor providers. While the company had no jobs to
offer, it did have other things that would keep Texaco
in the minds of students and other workers. When oil
bounced back, Texaco was the first to begin hiring back
good people, while other energy companies spent time
rebuilding relationships.

The wise manager will also help his or her organization
understand the value, both long and short term, that
will be generated from the use of various items in the
software portfolio. Many times the IT manager has a
view of the role of information systems and the orga-
nization that project sponsors do not. While many of
these projects may have been given the green light dur-
ing good times, during an economic slowdown they
may not generate acceptable returns or be a good
investment of scarce resources. More than most, the
wise IT manager understands the value of terminating
a project before it gets implemented if there is a good
chance that that project will ultimately fail or not
deliver the expected results. Understanding that, the
wise manager will also look at the value generated by
new technologies and anticipate unexpected returns.

Bl software and SaaS are examples of such systems.

CONCLUSION

To be sure, these are trying times for all businesses. We
can expect the recovery to last many months, and some
analysts expect additional cuts will be necessary. Our
trends data tells us that investment in systems and
processes that help organizations cut costs and manage
expenditures will be the most successful in the coming
year. We would anticipate that shrinking IT budgets
will push development, infrastructure investment, and
innovation into subsequent years. Vendors will be cut-
ting costs as well and good deals will be found, but care
should be taken to look at the long-term health of our
business partners. Those organizations that invest in
strategic nimbleness will reap the rewards and those
that do not will adjust their investments in the future.
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by Jeroen van Tyn, Senior Consultant, Cutter Consortium

A Steady Hand in Turbulent Times

Given the stunning economic events of the past few
months, it comes as no surprise that the data for this
year’s CBR survey on IT trends reveals some significant
activity across industries to cut costs and spend money
wisely. Respondents across the board report taking
such obvious measures as sharply cutting back hiring,
reducing headcount, and taking on fewer projects.

However, as we look at trends that have developed
over the past four years of the CBR trends surveys,

we see that companies are also continuing to invest in
strategic initiatives, such as service-oriented architec-
ture (SOA) and enterprise architecture (EA), that can
help create sustainable efficiencies and support value
creation over the long term. Indeed, such strategic ini-
tiatives are tending to focus more on cost savings rather
than on value creation during the economic downturn.
It appears companies have gained enough pragmatic
experience to understand that the commoditization of
IT is a metaphor that can only be taken so far. By their
nature, the operations of any robust enterprise are
dependent on IT for execution. It stands to reason that
if businesses are to survive, they will need to have the
stomach for the long haul; strategic IT investments are
an integral part of that equation.

OPEN SOURCE

In a sharp reversal from last year, open source deploy-
ments have dropped 25%, to where the trend over four
years is now in the negative (see Graph 15 in the Survey
Data section beginning on page 19). The quality and
safety of open source applications are evaluated pretty
much the same way as they have been over time, so it
seems that the story lies once again in the perceived
business value of open source apps.

The number of respondents who cite a lack of business
need as a reason for not deploying open source applica-
tions has continued to drop sharply, as we see in Graph
16; the logical contrapositive is that respondents per-
ceive a sharp rise in business need to deploy open
source software. But equally significant is the fact that

CUTTER BENCHMARK REVIEW January 2009

the number of respondents who cite a lack of business
sponsorship as the reason for not deploying open
source applications has more than tripled since 2006.

Similarly to last year, a large majority (85%) of this
sponsor-less group works in IT. This is probably due to
a combination of economics and communication. As we
saw last year, even in an environment of robust IT hir-
ing, open source deployments had a hard time finding
business sponsors, implying that businesspeople did
not necessarily agree with IT’s assessment of the busi-
ness wisdom of open source. There’s no logical reason
to assume that this communication divide has gotten
any better. On the other hand, the current rate of hiring
has dropped by almost half, and the rate of downsiz-
ing has more than doubled compared to last year (see
Graph 1). The outlook for the coming year was a bit less
downward at the time our survey was distributed, but
I suspect that at this writing the 2009 hiring forecast

is pretty gloomy. So given the preexisting problem of
alignment between business and IT as to the business
need for deploying open source applications, it stands
to reason that those holding the purse strings would
have no problem sweeping the open source question
right off the table when it comes to decisions about
how to spend money. Even though one could argue
that proprietary solutions cost more money, in the pre-
vious article in this issue, Dennis Adams notes that
budgetary decision makers have not been shown that
open source is a viable alternative.

IT STAFFING AND OUTSOURCING

Staffing has taken an expected hit. While still about half
of companies thankfully remain in a stable IT hiring sit-
uation, only a quarter of companies are currently hiring
and the remaining 25% are downsizing (see Graph 1).
In parallel with this movement, Graph 5 shows that
project management as a hiring category has dropped
by nearly half, indicating that there are simply fewer IT
projects being undertaken. Outsourcing has continued
an upward trend, with overall 22% more companies
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outsourcing now as compared to 2007 (see Graph 3).
Companies continue to use nonemployee personnel to
provide needed skills while preserving the ability to
quickly shed staff as a cost-savings strategy.

Those companies still hiring are doing so with a more
narrow focus, not hiring so many different kinds of
skills at once, as evidenced by the drop in hiring across
all categories (see Graph 5). This means that the overall
number of jobs available is down even more than the
data here would suggest.

Notably, the mix of IT skills being hired reveals that
strategic thinking has not fled before the financial
storm. In particular, enterprise architecture and busi-
ness analysis have now become the number two and
three skill areas being hired. About one-third of compa-
nies are hiring enterprise architects and business ana-
lysts, which is now quite close to the 40% that are hiring
application developers, still the top hiring category.
While companies are responding to economic condi-
tions with quick tactical maneuvers such as controlling
staff levels, they are at the same time continuing to
invest in strategic pursuits. Such strategic IT investments
have the advantage of contributing both to creating effi-
ciencies over the longer term as well as to supporting
value creation via greater nimbleness. A relatively
greater emphasis on understanding business need and
on properly positioning IT investments to apprehend
those needs in the large are wise choices for companies
that are seeking both agility and sustainability. A near-
term need to cut back development activity does not
reduce the need to keep a focus on the big picture.

The skill areas being outsourced are down across the
board, as seen in Graph 18, with the notable exception
of enterprise architecture, which has risen by one-third
since 2007, although as a whole EA is outsourced by
only a small 8% of 2009 respondents. I have scratched
my head a bit over the notion of outsourcing EA,
because in the long run I just don’t see how outsourcing
strategic work like enterprise architecture can be sus-
tainable.! However, a look in my own mirror reflects
that I myself have been involved for nearly two years
with a client in establishing and building out an EA
program and a suite of reusable EA assets, and the client
still has a ways to go before becoming self-sufficient.

The upshot is that, as with any endeavor new to a com-
pany, companies increasingly have to look outside to
bring in the necessary EA expertise. Indeed, the number
of companies with EA programs has continued a steady
upward trend to nearly 70% (see Graph 11).
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WEB SERVICES AND SOA

The use of Web services has not slowed down, as 90%
of 2009 respondents report that they use Web services
in some fashion (see Graph 19). The use of Web services
for local application-specific purposes still predomi-
nates at more than 50%. I won’t get on my soapbox
about that one again this time around (you can read my
complaints in the 2007 and 2008 trends issues of CBR?).
Rather, I take heart in the fact that other more “cross-
border” uses continue to grow. For example, 30% of
companies report having deployed common business
services across the enterprise, and services are used for
point-to-point connections between applications by
more than 40%.

SOA programs are now in place in more than 60%

of companies, a 13% increase over the past two years
(see Graph 20). The shift in focus of SOA shows

how companies are using this strategic architectural
approach to respond to the economic downturn. Indeed
the impetus behind SOA programs has changed dra-
matically: Graph 21 shows that retiring legacy technol-
ogy jumped 53% since last year and nearly 83% over
the past two years as a primary driver for SOA, while
the goal of reducing IT costs rose by nearly 20%.

There are clear economic and risk mitigation incentives
for retiring legacy technology. Most mainframe systems
are not incrementally scalable; several of my clients are
faced with the choice of either dropping many millions
of dollars on “another mainframe” or moving into
“modern,” distributed computing. And there are other
pressures: every year the technology is a year older,
people with the skills to maintain and advance it are a
year closer to retirement, and another crop of new IT
people have come up through the ranks without the
required skills or the motivation to acquire those
“legacy” skills.

Many companies have adopted a mainframe migration
strategy of “peeling the onion.” First some reporting
and analysis functions are ported to Web applications
backed by data warehouses and data marts fed by data
replication technologies. Then things like customer
inquiry, product setup, and some lighter-duty trans-
actional functions are ported. Eventually what will be
left on the mainframe are the core business processes
that execute lots of embedded business rules or process
millions of transactions a day or both.

SOA is a natural approach for effecting this kind of
strategy. As each business function is identified, the
mainframe code is carefully inspected to ascertain the
boundaries of the business function implementation;
the business functionality is ported to a new application
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hosted in a server environment; and a set of services is
built to interface between the two. By their nature, the
kinds of functions first ported are low-risk, low-volume,
and nonmission-critical. Over time, as teams get better

at building service-enabled systems, they attack the mod-
ules of the mainframe that are more and more central to
core business operations. In this way, the use of services/
SOA is allowed to mature in step with the criticality of
the business functionality it is used to implement.

On the value creation side of the coin, we see in Graph
21 that the imperative to exploit strategic competitive
opportunities has declined by a quarter over the past
two years as a key driver for SOA.

The focus for SOA is clearly on saving money rather
than making money, to put it in Dennis’s simple terms.
The economic landscape is doubtless a big factor. But
there’s another part to this, which is that as more and
more companies gain experience in SOA, it has become
obvious that the story painted by vendors is much
harder to achieve than they make it out to be. (If this
comes as a surprise to you, please e-mail me from your
parallel universe!) The notion that SOA enables you to
respond to volatile market conditions by quickly assem-
bling agile applications out of reusable large-grained
business services is some sort of software development
nirvana; indeed, it’s just a variation on the same theme
that vendors have used for years to push technology
solutions to business problems. On the other hand, as
companies mature in their employment of SOA, they
are finding that it is a viable means for apprehending
both bottom-up concerns such as integration as well as
top-down needs such as factoring out common business
functionality into shared business services.

SOA Sponsorship and Impediments

While SOA is increasingly finding its place at the IT
table, the story is different at the houses of our business
brethren, who are still cautious about giving SOA a
salad fork.

The trend of CIOs being the top-level SOA sponsor con-
tinues dramatically upward, now approaching half of
all SOA programs. One could argue that this makes
sense, given the decided shift toward IT cost savings as
the primary driver for SOA, as discussed above. After
all, who needs business buy-in or sponsorship if what
you're trying to do is cut IT costs? (Sirens start blaring
here.) Lest we forget, IT is a business investment for the
purpose of supporting, enabling, and (hopefully) fur-
thering the cause of business. Every IT dollar you cut
will have an effect on things that businesspeople care
about and depend on; it’s not just a concern for techies.
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Insufficient sponsorship is now the leading obstacle to
the success of SOA programs (see Graph 10).

Indeed, the number of companies experiencing signifi-
cant impediments to instituting SOA has gone way up,
from just over half of companies in 2007 to nearly two-
thirds today, as evidenced by Graph 10. And as before,
the problems being experienced are all related to how
well SOA is meeting business demands: according to
the 2009 results, insufficient sponsorship and lack of
business buy-in are being experienced by some 30% of
companies, with failure to show visible ROI coming in
close behind at 26%.

So while investment in SOA is growing, business enthu-
siasm is waning. I agree with Dennis that SOA imple-
mentations that don’t meet their business goals but
rather create business disruptions will face the axe.

If we don’t fix this, pretty soon the graphs are going

to cross, and we're going to have business executives
sounding like Desi Arnaz, as the frazzled TV husband

in I Love Lucy, telling CIOs that “you got some ‘splainin’
to do!”

Having said all of the foregoing, it is remarkable that
the number one business driver for SOA cited by
respondents is still for IT to be more responsive to

the business (see Graph 21). Unfortunately, we’ve seen
that the pervasive IT centricity of SOA programs is
causing them to struggle for success in this regard. This
is notwithstanding the shift away from the expectation
of SOA as being a strategic value creation technology.
In short, the economic picture doesn’t change the fact
that there’s still the expectation for business-responsive
IT. So there will have to be some balance between top-
down, business-driven and bottom-up, technology-
driven SOA. There’s no harm in abandoning the pie-
in-the-sky vendor story, but my point from last year’s
CBR still stands: there needs to be a better partnership
between business and IT in order for SOA to be
successful.

ENTERPRISE ARCHITECTURE

As further evidence that companies continue to invest
in strategic initiatives even under harsh economic con-
ditions, we see in Graph 11 that nearly 70% of respon-
dents now have an EA program in place, representing
a 25% increase in the space of two years.

Primary Focus of EA

In looking at what EA programs are primarily focusing
on, it seems that money-saving objectives are the clear
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winners, particularly those with a relatively short time
horizon for realizing return.

Implementing technology standards is a basic and time-
honored tool for managing IT costs. Reducing the diver-
sity of the technology portfolio limits the number of
different platforms that need to be supported as well as
the skill base that has to be retained, and it also enables
economies of scale in terms of purchasing technology
products from vendors.

It is thus not surprising that the implementation of tech-
nology and/or data standards has shot back up this
year some 30% as the primary focus of EA, after a big
drop the previous year, as shown in Graph 13. In a
sense, this represents a return to the basics of, as Dennis
says, rationalizing IT architecture: managing technology
diversity is the most obvious and easily measurable
objectives of EA efforts and thus is usually the first to
be undertaken and never realistically goes away.

Among the other cost-saving objectives for EA, a steady
25% (approximately) of companies continue to work
toward common application architecture with their EA
programs, while application integration dropped a pre-
cipitous 55%, following a big increase the year before.

Instituting common application architecture is another
money-saving measure via standardization in that it
makes applications easier, and thus cheaper, to develop
and maintain. However, useful application architecture
standards take time and money to develop, let alone to
put in place and train people on. So the time horizon for
ROl is relatively long. However, much of the invest-
ment in standardized application architecture is front-
loaded: once some useful application patterns have
been formalized and developers are familiar with them,
it’s just as cost-effective in the immediate term to use
them versus not to.

Application integration can contribute both to saving
money and to making money. On the one hand, it rep-
resents a kind of standardization that is yet another
level removed in terms of its ability to effect cost sav-
ings because it requires some level of application archi-
tecture and technology standardization to be in place
and its payback is harder to measure.

On the other hand, the business effect of better applica-
tion integration is an improved customer experience
and enhanced business agility.

EA Drivers and Sponsorship

The imperative to reduce IT cost has fallen to second
place this year as a driver for EA, with the number one
driver being the formal development of enterprise-level
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business requirements, which has jumped nearly 40%
over two years (see Graph 12). This is seemingly in
contrast to the focus on cost-saving objectives. However,
a closer look at the data provides some further insight.

Of those respondents who do report IT cost reduction
as an EA imperative, nearly 70% have either technology /
data standards or common application architecture as
their primary EA focus. On the other hand, where key
drivers of requirements for EA are formal development
of enterprise business requirements or alignment to a
defined enterprise business architecture, the primary
EA focus for 56% of respondents is still on cost-saving
objectives, namely implementing technology and/or
data standards or on common application architecture.
But 26% of them also report business process integra-
tion as a key focus.

The growth in business outcomes as key drivers for
EA requirements is welcome news, for the reason that
IT-centric EA programs frequently run into problems,
as I discussed in the 2008 trends issue of CBR. The
growing business emphasis is also supported by the
fact that business units are starting to take increased
ownership of requirements for EA. Indeed, while the
typical ownership by a central IT group has fallen some
14% over two years, Graph 22 indicates that business-
people have stepped up to the plate in large fashion in
2009, with nearly a quarter of respondents reporting
that business units have primary ownership of EA
requirements and another 20% going to IT organiza-
tions aligned with lines of business.

EMERGING TRENDS

This is the second year that we have had survey ques-
tions about some emerging technologies. While it is
difficult to detect much in the way of trends, given just
two data points, there are a couple of things that are
worthwhile to note.

Enterprise 2.0

First of all, it occurs to me that the question about using
Web 2.0 technologies is really a subset of the overall
Enterprise 2.0 umbrella. If we accept Andrew McAfee’s
definition of Enterprise 2.0 as “the use of emergent
social software platforms within companies, or between
companies and their partners or customers,” then Web
2.0 is simply getting a little farther into the technology
aspect.?

Looking at these questions together, then, three things
stand out in Graph 9. One is that between 25% and 30%
of companies are now engaged in early experimentation
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with Enterprise/Web 2.0, although still around a third
haven’t taken any steps thus far. The other piece is that
companies are using social software to reach out to cus-
tomers in much greater numbers, in a big increase to
about 20% of respondents this year.

For Enterprise 2.0 to really be successful, companies
will have to rethink their relationship with their cus-
tomers, their markets, and their employees, and they’ll
have to look at how information serves these relation-
ships in a completely new light. Exactly what that looks
like I can’t say, but there is ample evidence that this will
require much more than a new face on the old business.

The exploding world of online social environments
functions mostly as a means for people to engage
around their passions or to provide diversions, titilla-
tions, or pseudoaddictive e-potions for {iberconnected
youth. I know that sounds like a polemic, but my point
is that the notion of Enterprise 2.0 has some built-in
impediments to it. The enterprise imperative of prof-
itable commerce doesn’t translate easily into the type
of group-minded information sharing that exists in the
social networking world. The one commercial model
that has taken deep roots in this environment is adver-
tising. Although banner ads are now being rapidly
replaced with much more sophisticated targeting, it’s
still all about pushing stuff at people when they're try-
ing to do something else. The money-making proposi-
tion is pretty simple: either you provide ad-pushing
services and get paid for it, or you pay to get your ads
pushed and hope that they translate into sales. It’s
pretty easy to measure ad conversion if you're selling
relatively low-cost things to retail customers. But for the
rest of the business world, the translation to a new kind
of relationship with customers is considerably murkier.

That said, it stands to reason that interaction with
customers would be an early avenue for companies to
foray into Enterprise 2.0. It’s almost becoming an expec-
tation that a company should have a corporate blog if
it is to demonstrate any sort of cachet. While there are
examples of internal corporate blogs, the success stories
seem to lie in the blogs that are able to engage cus-
tomers in a conversation, not necessarily about their
products or services but rather about the goings-on, the
news tidbits, the insider view, and the cultural aspect
of companies. So there’s a movement toward engaging
customers in new ways; in most cases it’s not part

of some clearly articulated strategy, but rather is an
attempt to try out the new stuff to see what happens.

The use of Enterprise 2.0 as a transformational force
for a company’s relationship to its employees has even
much greater obstacles. The vast majority of people
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working within any given business enterprise are doing
so because it’s their job; people are not there doing
what they’re doing because they are primarily moti-
vated by passion. People interact in online social net-
working when they go home. To the degree that they
do it at work, it’s probably supposed to be during their
breaks; more likely it’s not supposed to be happening
in the workplace at all.

Virtual Worlds

There are fewer companies looking into virtual worlds
in the 2009 survey than last year, although notably 5%
of respondents report that they have already launched
implementations. I don’t expect the virtual world phe-
nomenon to take off in relationship to business enter-
prises as long as it is shaped along the lines of Linden
Labs’s Second Life, which is currently the 800-pound
gorilla. About a year ago, I had the opportunity to talk
with an engineer from Linden Labs. I asked him what
possible benefit a company could derive from having
a presence in Second Life. He gave me the example of
conducting virtual meetings; to me, that is the perfect
counterexample.

The reason is that such a virtual environment is
founded on lies, the most profound being the avatars
by which people represent themselves to the “world.”
This is a powerful and very deceptive visual layer on
top of the characteristics of online social environments
that trumps all of the other sensory cues. Anybody who
has spent any time at all in Second Life knows that all
of the avatars are fantastically oversized and oversexed,
not to mention that many of the “females” are virtual
stand-ins for users that are in fact men. This is then
painted over with fantastic-sounding fake names, and
everyone is then free to run around in a world where
nothing is real, and in fact, nobody wants it to be real.

So now consider the virtual meeting. Of course, there
are secure subenvironments and methods for using real
names and so on. But any of the already mature online
collaboration environments that combine video, voice,
and document/workspace sharing are already vastly
superior to what a virtual world meeting can offer.
What’s more, Second Life has generated a huge set of
expectations that must now be overcome in order for
anything meaningful to occur within its confines from
a business enterprise perspective. I fail to see how a
world in which every relationship is by nature com-
pletely suspect can translate into a viable means for
effecting any meaningful aspect of commerce for the
vast majority of companies out there. Unless you're
selling bodily accessories in the virtual world itself,
don’t waste your time.
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A Steady Hand in Turbulent Times

The recent downward economic spiral has predictably
put IT in the spotlight as a target for cost reduction. As
I've noted in past years, the fact that IT has historically
been viewed as an expense while at the same bearing
the expectation of delivering strategic value has caused
a long-lasting macro-headache that still plagues corpo-
rate IT across all industries.

Despite the increased pressure to save money, IT
organizations are not just running for the tall grass.
Combined with rather predictable cost-saving meas-
ures, we see solid trends toward maintaining strategic
focus over the long haul. Further growth in EA pro-
grams, development of SOA, and continued movement
into the nascent Enterprise 2.0 arena are strategic ven-
tures with a relatively long-term payback that deserve
sustained investment and organizational commitment.

On the expense side of the equation, headcount and
technology purchases are the most obvious places to
cut costs because the arithmetic is easy. Time-honored
tactical hiring and outsourcing realignments are of
course in order. However, this should be counterbal-
anced with a steady eye on the big picture. For exam-
ple, strategic hiring for enterprise architects and
business analysts can’t be quickly ramped down

and then back up again because of the relatively long
break-in period for these skill areas.

Open source technology is increasingly vulnerable
under the current economic conditions. Although IT
people may see open source as strategic, the business
value creation proposition has not been adequately
established. Corporate IT shops wanting to move for-
ward with open source are going to have to come up
with a different story. Unless you're a startup that
hasn’t already made significant investment in vendor
platforms, it will be hard to position open source as
strategic absent some clear numbers to back up the
cost-cutting angle.

Investment in Web services and SOA should focus on
pragmatic growth of competency by focusing on appli-
cation decoupling and enterprise integration. Forget the
vendor hype: the top-down story of assembling applica-
tions out of reusable services will take years to develop
into anything meaningful. What’s more, it will require
you to be really good at both top-down analysis and
program management and governance, all of which
take time and hard knocks to develop.

Instead, gain some experience with SOA by focusing
on legacy retirement and application integration. The
services you build will require that you do sufficient
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top-down analysis (use those business analysts and
enterprise architects!) to create a set of useful services
that appropriately abstract out those stable business
functions that your legacy systems have been running
for all these years.

Enterprise architecture is concerned with how to coor-
dinate the pieces of an enterprise into a coherent whole.
We create enterprises in order to realize a higher value
than that which could be produced by the individual
parts of the enterprise. So the very fact that you have an
enterprise means that you're trying to get the pieces of
the enterprise to work together in support of the enter-
prise value proposition. Therefore, every enterprise has
EA: the question is the degree to which you are con-
scious of it. EA is not really an option, but there are lots
of options for how to go about it. Clearly cost contain-
ment will always be a valid aim of EA (e.g., standardiz-
ing technology, common application architecture). But
EA is about the “planful” approach to realizing enter-
prise value with IT — as such it should not be subject
to tactical financial machinations.

Emerging technologies deserve some attention, within
reason. Focus your Enterprise 2.0 efforts on online
social environments that engage customers in an indi-
rect, nonsales manner to build community awareness
and brand loyalty. Such investment is the most obvious
and attainable way to get going with Enterprise 2.0
because blogs and other social media have demon-
strated their ability to get people connected around
their passions and interests. Figuring out how to engage
people around those passions and interests in a way
that brings them closer to your company and its
offerings is the key.

In summary, tactical maneuvers are the order of the
day in IT organizations across the board. However,
those companies that sustain their strategic investments
while making the necessary hard cuts will realize a
greater payback.
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From the Editor, Gabriele Piccoli

A Tough 2009, with a Silver Lining for IT

This issue of the Cutter Benchmark Review is the fourth
in our yearly series on technology and IT trends for the
incoming year. Our focus here is to evaluate new tech-
nologies and IT trends you should be watching in 2009
and to draw some trending based on the survey results
over the last four years. The latter part of 2008 was an
extraordinary time for the global economy, and the
results of our survey reflect the uncertainty that perme-
ates the organizations for which our respondents work.

In order to give continuity to the issues we secured
contributions from our subject matter experts from last
year. Our academic contributor, with us since the incep-
tion of the yearly trends issue, is Dennis Adams. Dennis
is a Associate Professor in the Decision and Information
Sciences Department at the University of Houston
(USA). His counterpart, writing the trends issue for

the third time, is Jeroen van Tyn. Jeroen is a Senior
Consultant with Cutter Consortium’s Enterprise
Architecture practice.

Given the exceptional moment in time that we issued
the benchmarking survey for this installment of CBR,
there are many unsurprising results. Staffing choices,
for example, are becoming more conservative. The
number of respondents indicating that they are hiring
IT skills shrunk, from 46% last year to only 25% this
year — almost half. The percentage of respondents cur-
rently downsizing more than doubled. Projections are
also gloomier with the number of respondents project-
ing increased hiring next year dropping from 55% in
2008 to 35% for 2009.

But as disappointing as these results appear to be, there
seems to be a silver lining in the recession clouds. Early
indications confirm the contention that in trying times
more and more executives are turning to the IT shop

as a solution provider in the cost-cutting efforts that
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inevitably stem from difficult economic times, rather
than considering it the first place to seek efficiencies
and cost savings. Evidence for this trend, as suggested
by Jeroen, is provided by the continued spending in
strategic initiatives such as enterprise architecture (EA)
and service-oriented architecture (SOA). Our questions
about innovation provide some corroborating evidence
as the percentage of respondents who feel that in their
organization’s IT is a key enabler of business innovation
became the leading group overtaking, albeit slightly,
those who indicate that their IT shop has a reactive
stance following business leadership in innovation.

This is by no means irrefutable evidence that IT is surg-
ing to a more prominent role in difficult times. But the
trend points that way, and I like to think that organiza-
tions are becoming more sensitive to the potential of

IT to create business opportunities — even if it is only
with a cost-cutting focus. If this is so, we have a great
opportunity to turn recession lemons into IT enable-
ment lemonade.

As Dennis puts it in his piece, the wise IT manager
prepares during difficult times for the future recovery.
In the same vein, how we are able to handle this
increased confidence and dependency on IT during
the crisis will likely sow the seed of the postrecession
role of the IT shop.

As if you did not have enough to do and worry about
already, the increased organizational dependency on IT,
and as a consequence the increased responsibility you
bear for your decision making, is another burden. But I
think that, if confirmed, these trends are cause for sig-
nificant optimism. One thing is for sure, as I said last
year, IT work will continue to be as exciting as ever
(and maybe more) in the year to come. From all of us

at CBR, we wish you the best for 2009!
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IT Trends for 2009 Survey Data
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Graph 1 — How would you describe your current IT Graph 2 — How would you describe your IT staffing plans
staffing situation? for the next year?

SURVEY DEMOGRAPHICS

This survey explored interest in and adoption of various relatively new IT technologies in 80 organizations worldwide. Forty-one percent
of respondents hold senior management/policy making or IS/IT management titles, with consulting, project management, and software
engineering/programming being among the other job titles reported. Fifty-three percent of responding organizations are headquartered
in North America, 18% in Europe, and 20% in Asia/Pacific, with the remainder in South America, Africa, and the Middle East. The number
of IT professionals working in respondents’ organizations varies, with 25% reporting more than 1,000 IT professionals, 26% reporting
between 100 and 1,000, and 49% reporting fewer than 100 (including 25% with fewer than 20). Responding organizations’ annual IT
budgets also varied, with 19% having IT budgets over US $100 million, 16% having IT budgets between $10 million and $100 million,
29% having IT budgets between $500,000 and $10 million, and the remaining 26% having IT budgets under $500,000 (10% of
respondents did not know their annual IT budget figure).
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Graph 3 — Do you currently outsource or are you planning to outsource work?
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Graph 4 — What kinds of work are you currently outsourcing or
planning to outsource? (Please check all that apply.)
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Graph 5 — For which IT skills are you hiring or will you be hiring? (Please select all that apply.)
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Graph 6 — How would you characterize business innovation in your organization?
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Graph 7 — What is your IT organization’s role in business innovation?
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Graph 8 — To what extent do your software tools support business innovation? (Please check all that apply.)

22 CUTTER BENCHMARK REVIEW January 2009

©2009 Cutter Information LLC



Enterprise 2.0 initiatives Social networking tools such as blogs and wikis
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Graph 9 — To what extent is your organization actively pursuing each of the following trends?
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Graph 10 — What impedes adoption/expansion of SOA in your organization? (Please check all that apply.)
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Graph 11 — Does your organization have an enterprise architecture (EA) initiative(s) or program(s)?
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Graph 12 — What drives requirements for your EA? (Please check all that apply.)
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Graph 13 — What is the primary focus of EA in your organization?
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Graph 14 — For which of these purposes do you use business intelligence software? (Please check all that apply.)
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Graph 15 — Have you deployed open source applications?
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Graph 16 — Why have you not deployed open source applications? (Please check all that apply.)
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Graph 17 — To what extent is your organization looking at software as a service (SaaS)? (2009 only.)
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Graph 19 — How are you currently using Web services? (Please check all that apply.)
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Graph 20 — Does your organization have a service-oriented architecture (SOA) initiative(s) or program(s)?
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Graph 21 — What are the primary drivers behind your SOA initiative(s)? (Please check all that apply.)
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Graph 22 — Who owns requirements for your EA?
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