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Innovation and Transformation 

Through Radical Cost Cutting

Mark Raskino



But note some CEOs, Hunting Harder for Profits, 

Are Setting Their Sights on IT Costs

18 April 2008

"It is clearly feasible for us to 

take 10, 15, 20 percent off our 

cost base, especially in 

information technology and 

operations é"

Vikram Pandit said that one of his 

key priorities would be reducing 

Citigroup's IT budget, which runs 

into the tens of billions of dollars. 

Citigroup's sprawling IT operation 

has 23,000 developers, on par 

with many large technology 

companies, and it is highly 

decentralized. This structure led 

to duplication of functions and an 

increase in expenses.
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Key Issues

̋What does the move to leaner IT mean for the 

IT industry? 

̋How can a business get more IT with less 

investment?

̋What does IT do about the emphasis on more 

for less?



Industry Transformation: What Happens 

in a Period of Rising Productivity?
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Nearly a Half Century of Rising Business Productivity 

and Innovation Backed by Information Systems
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Business Investment in IT Has Lacked Real Conviction 

in Recent Years, Despite Strong Economic Growth
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CEO Demand on IT Agenda ð Radical Option:

Slash IT Costs é as a Business Strategy Option?

Revenue: 100

Cost of Goods Sold: (50)

Cost of Sales: (20)

General and Admin.:

IT: (8)

Other: (7)

Gross Profit: 15

Years 1 & 2 3 & 4 5 & 6 7 & 8

RTE 10 15 20 30

If tech. performance 

doubles every two 

years, why not ...

Offshoring

BPP
SaaS

Consumerization

VoIP
Consolidation

Did I mention I also want 

25% more service?
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Case Example: HP
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M&A Slowdown Supports 

Radical Cost Opportunity No. 1 é

Source: WSJ.com, 31 March 2008

CEO CIO

�‡Shared services

�‡Standardized
business processes

�‡Server consolidation

�‡App consolidation

�‡Instance consolidation

�‡Website consolidation

�‡Content consolidation


