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The Problem, Simply Stated

Work to Be Done

Available
Capacity

"You can't get a quart 
jug into a pint pot."



Key Issues

• What are practical options and approaches for 
addressing the bloated application portfolio? 

• How do you secure and sustain business buy-
in, funding and executive sponsorship? 

• How do you keep the "lights on" while executing 
a major application overhaul?



It's All About the Governance

Governance of the stakeholders, by the 
stakeholders, for the stakeholders
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It All Starts With an Inventory

• The first role of inventory is to ensure that 
responsibility is clearly assigned.

• The second role of inventory is to ensure that 
value can be measured and managed.

Inventory

Technology Clusters

Functional Clusters

Geographic Clusters

BU Clusters



Inventory Data Set 1: Costs

• Start with current financial-year costs:
- Operations, support, license, maintenance
- Projects, integration, customization

• Make a projection of costs across the planning horizon:
- Use the "half life" rule: Seven years or half the expected life of the 

application — whichever is greater.
- Concentrate on predictable, technology-driven life cycle events.
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Inventory Data Set 2: Utilization

• Application utilization is an essential component of 
application value management.

• It is not about creating a "league table."

• Rules for measuring utilization:
- It is not about a snapshot — it is the trends that matter.

- Use readily available data.

- Use business events wherever possible.

- Use a mix of measurement points for each application.

- The governance team is responsible for selecting the 
measurement points and interpreting the data.

• Predict the likely trends in utilization.



Inventory Data Set 3: Risks

• Risk that the business no 
longer requires 
the application

• Hardware

• Operating system

• App. server

• Vendor

• Skills

Business

Risk

Platform

Risk
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Here's How to Get "Buy-in"



The Benefits of Application Consolidation

• Hard savings — application cost reduction:
- But "project cost to achieve" may take many years to 

recoup

• Hard savings — infrastructure cost reduction:
- Requires a "bottom-up" approach

• Soft savings — risk avoidance:
- "Global warming" reaches the application portfolio

• Soft savings — future cost avoidance:
- Easy to postpone — "I pay the cost, but the benefits will 

not be on my shift"



The "Golden Rule" of Application 
Consolidation

You have exactly the right 
number of applications today

… to run the business the way 
that you run it today.



Application Consolidation Mode 1:
Instance Consolidation

• Rule #1: Instance consolidation without process 
standardization will increase costs and decrease efficiency:
- Recommendation #1: Thoroughly investigate the variances in 

processes between different instances.

• Rule #2: Instance consolidation always takes longer and 
costs more than anticipated:
- Recommendation #2: Engage an external agency to thoroughly review 

the business case and program plans.

• Rule #3: Managing a single instance creates more visible
expense than managing distributed instances:
- Recommendation #3: Budget for increased costs in the center: 

infrastructure costs and management overhead alike.



Application Consolidation Mode 2:
Reduction

• "Darwinian" consolidation

• "Survival of the fittest"

• Rarely cost-justified unless 
the replaced systems can 
be completely eliminated

• Fastest route to quick 
savings

• Target the "switch-off" that 
offers the best savings



Application Consolidation Mode 3:
Standardization

• Must be a business-led 
initiative

• Does "one size" really "fit 
all"?
- Beware of customization for 

local variances

• Standard application = 
standard process

• Evaluate a shared service 
center or business process 
outsourcing



Application Consolidation Mode 4:
Migration

Migration Risk Index

1) Go West, Young Man

2) To the New World

3) To Boldly Go

4) Application Migration
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How to Get From Here to There
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The Consolidation Mind-Set

1) This is a multiyear expedition.
2) Consolidation is not one decision; the final result is 

the outcome of thousands of decisions.
3) The wholehearted participation of all the 

stakeholder communities is essential.
4) Consolidation program management must focus 

on the desired business outcomes.

It's All About the Business Outcomes



Get Into the Applications Process Gym

Inventory

Governance Model

Finance Model

Enterprise Architecture

(Re)Sourcing

Project Initiation and Review

Validation and Release Management



Consider "Roll In" Instead of "Roll Out"

• "Big Government" approach
• "We know what is right for 
you"

• Significant consultancy costs
• Little learning

• "Local participation" 
approach

• A partnership for success
• Lower implementation 
costs

• A learning environment

Roll Out Roll In



Recommendations

� Develop a portfolio management strategy that 
maps to the corporate culture.

� Gather rich inventory data and socialize it in 
order to gain real management commitment.

� Evaluate all four modes of application 
consolidation.

� Inform the business so that the business can take 
the decision to lead.



Recommended Reading

� "The Principles of Application Consolidation" 
(G00165510) by Andy Kyte

� "How the CIO Can Increase the Value of the 
Application Portfolio" (G00164964) by Andy Kyte

� "Customization: The Cost That Keeps on 
Costing" (G00165372) by Andy Kyte

� "Use Seven Management Work Streams to Drive 
IT Modernization" (G00162547) by Andy Kyte


