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2010 Did You Know? ---
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Time Travel: 2010 – 2006/Back to the Future? 
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The Financial Services Sector: Canary in the Coal Mine

Revenue                      Up  19%
Operating Expense      Up  14%
Margin                          Up   26%
Employees                    Flat
Tech Spend Per Emp    Up    17%
Computing Capacity      Up   74%
Computing Cost             Up     9%
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The Financial Services Sector: Canary in the Coal Mine

Moving past 
the point of 

optimal 
return
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The State of the Global Technology Economy 2010: 
Spending is Growing/Slowing

2009

2010

������������������������3.2% Growth

Finding: If the Global Technology 
Economy was a national GDP it 
would be the 4th largest nation
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The State of Global Competitiveness: Who’s On 
First?/Where is First?

The results of the latest Rubin  Global Technology Index (GTI) research
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The State of Markets Through a Technology Economics Lens

In 2006, Rubin Worldwide launched the Technology Leadership Index (TLI) with the purpose of monitoring how technology creates 
value and assessing whether there is a link between business performance and IT investment

From January 2006 to October 2010, the TLI has consistently outperformed the Standard & Poor and, since the beginning of the year 
2010, it has begun to surpass the DJIA. Since the beginning of the study, the TLI has averaged a 1.2% difference in value from 
the DJIA, 6.7% from the S&P500 and -2.3% from the Fortune 500. Those results highlight the importance of strategic technology 
investment on business performance and imply that technology leaders have overcome the hardships of the economic crisis 
faster and strengthens firms’ opportunities in the market. 
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The State of Technology Economic Dynamics

Infrastructure Expense 
and NIE Increasing

Infrastructure Expense  
Decreasing and NIE 
Increasing

Infrastructure Expense  
and NIE Decreasing

No firm increasing 
infrastructure expense and 
lowering Non Interest 
Expense

Most companies have got it “wrong”.  The dynamic is to invest in IT to 
drive down operating costs in times of revenue pressure.
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Sightings: Breakthrough Economics

$600M to reinvest!

3.5% to 4.0% of 
Net Revenue

Less than 3% of 
Net RevenueRelentless focus on: 

•Service Levels
•Standardization
•Virtualization
•Unit Cost
•Demand Management
•Innovation
•Commercial Pricing

There are now 
examples of 
organizations 
that can 
operate their 
infrastructures 
at 50% of the 
cost of 
competitors at 
superior 
services levels

Value (sighting in chart above): $3B to invest in strategic 
development over 5 years
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Sightings: Transparency 2.0

IT “Savvy” organizations manage supply and demand from a value perspective

Business view of how 
products consume IT 
resources and 
contribution to “cost 
of goods”

IT view of business 
drivers of IT resources 
and contribution to IT 
demand and unit 
costs
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Sightings: New Organizations/New Structures

The “Commons” is taking shape
• Core IT functions supporting the enterprise for economies of scale
• Business segment specific functions managed from a business 

perspective for economies of yield
• Leveraging of the marketplace: the true commons

World-class now means leveraging the scale and agility of the 
marketplace and even creating scale beyond the walls of your company
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Sightings: The New Models

Business 
performance 
(revenue, 
volumes)

Technology 
capacity 
(infrastructure, 
people, 
applications)

Geographic 
factors 
(business 
locations, labor)

Operational 
impact (labor 
mix, processes, 
sourcing)

Financial profile 
(expenses, 
margin, etc.)

Strategic IT models now provide a few with predictive power
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Sightings: Location Strategy

Global Labor.. The true story

Developing and executing 
an effective location 
strategy requires far more 
than focusing on labor 
rates and labor arbitrage. It 
requires mapping the new 
geography of our 
technology economy, and 
it requires new measures 
and transparency into 
workforce performance 
and outcomes.

It’s the output not the labor rate, (stupid)
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Sightings: Benchmarking is Back!

Business based metrics are emerging: “Technology cost of goods”

Benchmarking is going “real time” – “Bloomberg of IT”

Soon technology/processing will trade like commodities in the 
marketplace, across companies, within companies.   The free market 

technology economy is the new benchmark.
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Sightings: The new portfolio

Technology Investment and Business Performance

Net Revenue Operating Expense

� Grow Revenue
Bends the revenue line up faster than 
your competitor – includes innovation

� Protect Revenue
Holds the revenue line at its current 
growth rate

� Reduce Cost
Short term impact to drive costs down 
through automation and process 
improvement

� Avoid Cost
Avoidance of future costs that would 
bend the expense line up – includes 
innovation on the expense side/process 
side

� Manage Risk
Enables risk management from a firm 
and regulatory perspective

>>  Year  >>

$

Increase the spread to 
increase margin

The value of technology to an enterprise is more than just “Run the Business” and “Grow the Business”.   
We have identified 5 key technology investment objectives that define the interaction and impact of 
technology on business performance.  This is a new way of looking at the IT investment portfolio itself.

RTB/CTB is not sufficient to manage 
the IT portfolio any more



18

Sightings: ROIT is Real

It is now possible to 
compute/predict the Return on IT 

Investment
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Sightings: The New Economics of IT

Benchmark model created from data collected from 6 of the 10 largest global banks.

2. Surgically 
precise 

investment in 
applications

1. 
Breakthrough 
infrastructure 

economics

3. Resulting 
Increase in 

Total 
Technology 
Investment

Those companies that can understand the workings 
of Technology Economics and master and take 

charge of their own internal Technology Economy 
microclimates today – before such learnings are 
documented and taught in the standard B-school 

curricula – will be the winners.
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Synthesis:

What does this mean for IT leaders?

What does this mean for business leaders?

What does this mean for national leaders?

What does this mean for you?
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“Take-aways”
•Most companies have got their technology economic model “wrong”.  The dynamic 
is to invest in IT to drive down operating costs in times of revenue pressure…not to 
cut IT

•There are now examples of breakthrough organizations that can operate their 
infrastructures at 50% of the cost of competitors at superior services levels

•IT “Savvy” organizations manage supply and demand from a value perspective –
Transparency 2.0

•Strategic IT models now provide a few with predictive power

•It’s the output not the labor rate, (stupid)

•Soon technology/processing will trade like commodities in the marketplace, across 
companies, within companies.   The free market technology economy is the new 
benchmark.

•RTB/CTB is not sufficient to manage the IT portfolio any more

•It is now possible to compute/predict the Return on IT Investment
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The Most Important Take-Away

Those companies that can chart the workings of their 
Technology Economy and then master and take charge 
of it – before such learnings are documented and taught 
in the standard B-school curricula – will be the winners 

for the next decade and beyond.

“The only sustainable competitive advantage is to be able to learn 
faster than your competitors”

Peter Senge, Fifth Discipline

Howard Rubin, Technology Economics


