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Seven Ways Information 
Technology Can Improve 

Your Business
How can you focus your use of information technology for in-
creased business benefi t?

WP-TS-004

One of the things often missing 
 from Information Technology 
 (IT) strategic planning is a 

focus on doing the best thing for the 
business.  Unfortunately, most IT stra-
tegic plans are more focused on the 
fi ne points than on the bigger picture 
– they’re very detailed about systems 
and software development, but they 
frequently omit critical information 
about how all this IT expense is going 
to have a tangible benefi t to the com-
pany.  As a result, many businesses 
are not taking maximum advantage of 
their IT budgets because those budgets 
aren’t focused on maximizing the IT 
investment for the business.

This white paper describes an 
approach that can be used to answer 
the question, “Where can Informa-
tion Technology best contribute to 
the business?”  By following this ap-
proach within your company, you can 
help focus your use of IT for increased 
business benefi t.

Seven Areas of Improvement 
in the Business

There are seven areas in which a 
business can be improved by IT:

1. Reduced expense
2. Increased revenue
3. Improved margin
4. Improved quality
5. Improved customer acquisi-

tion
6. Improved customer satisfac-

tion

7. Increased speed
Let’s look at each area of im-

provement in more detail.

1.  Reduced expense
This is the benefi t of IT that fi rst 

comes to mind for most people.  The 
original IT projects were put in place 
to “automate” processes in order to 
reduce cost, often by replacing large 
numbers of people with a few comput-
ers.  Reducing expense is still a valid 
way for an IT project to pay its way, but 
this is becoming one of the least stra-
tegic IT investments.  Most companies 
have already automated the obvious 
areas for savings long ago.

Still, if your business is not com-
petitive in your industry because of a 
higher than normal expense level, then 
this may be the most important way 
that IT can contribute to your business 
success.

Examples of IT projects which 
reduce expense include the classic au-
tomation projects for payroll, general 
ledger, accounts payable, and accounts 
receivable.  IT projects also reduce ex-
pense by automating any process that 
requires heavy use of clerical people, 
or any process that uses highly repeti-
tive well-defi ned procedures.

2.  Increased revenue
For most businesses, increasing 

revenue offers higher payback than 
reducing expense.  This is especially 
true in businesses which have rela-
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tively fi xed costs, in which incremental 
revenue dollars fl ow directly to the 
bottom line.  It’s even more true when 
revenue can be added by increasing 
sales to existing customers (sometimes 
called “same store sales”), eliminating 
the necessity of additional customer 
acquisition costs.

Many E-commerce web sites in 
the dot com era were justifi ed on the 
basis of increasing revenues, but most 
of them just provided an additional 
sales channel for existing customers, 
and actual revenues didn’t increase.  
To truly increase revenues, IT systems 
have to attract new customers, increase 
sales volume from existing customers 
(possibly by making it easier to order), 
or increase cross-selling to existing 
customers, thereby increasing overall 
sales volume across multiple product 
lines.

In addition to e-commerce web 
sites, here are some other examples 
of systems that might increase rev-
enues:

♦ Data Warehouse systems to 
help identify customers who are most 
likely to buy as a result of certain types 
of promotion, or who would be more 
likely to buy as a result of cross-selling 
efforts

♦ In service companies, software 
that provides a new service offer-
ing.  For example, a bank might use 
software to provide a new credit card 
that counts purchase amounts toward 
a cash-back bonus or frequent fl yer 
miles.  A retailer might do the same 
sort of thing with a “frequent buyer 
card” supported by new information 
technology.

3.  Improved margin
Improving margin isn’t just a 

matter of improving both revenue and 
cost.  To improve margin an IT proj-
ect has to change the whole business 
model in order to change the incre-

mental relationship between a dollar 
of revenue and the cost associated with 
that revenue dollar.  In most cases such 
an IT project would have to be part of 
a business reengineering effort – some-
thing that is going to radically change 
the underlying business processes, and 
therefore the IT systems as well.

Where IT projects are able to 
play a signifi cant role in a fundamental 
reengineering of the business model, 
there is usually signifi cant payback to 
the business.  Examples are web-based 
reservation systems for the hospitality 
industry, phone-based stock trading 
(using voice recognition technology), 
and web-based print ordering for digi-
tal cameras.  Each of these examples 
has resulted in fundamental changes 
to the business model.

4.  Improved quality
An IT project can improve the 

quality of your products or services 
if the project implements process 
improvements that would be too time-
consuming or diffi cult to do without 
using computers.  Many of those old 
“automation” IT projects provided as 
much or more benefi t from improved 
quality as they did from reduced cost, 
because they reduced the amount 
of human error.  Improved quality 
is listed here as a separate area of 
business improvement because it’s 
frequently overlooked for IT projects.  
Yes, by improving quality, we can 
end up increasing revenue, improving 
customer retention, and even reducing 
cost, but quality improvement should 
be considered as a goal in itself.

Examples of quality improve-
ment IT projects are:

♦ Sophisticated software to track 
spending patterns of credit card users, 
in order to identify likely fraudulent 
use of credit cards, and even to trigger 
a call from customer service to ask a 
customer whether the customer would 
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like to have his/her credit limit raised
♦ Analysis of customer call logs 

to get an early warning on quality is-
sues

♦ Use of modeling software to 
better understand and predict product 
failures, and to take action before 
products fail

5.  Improved customer acquisi-
tion

Since more customers will usually 
lead to more revenue, it seems reason-
able that IT projects which improve the 
customer acquisition process should 
provide benefi t to the business.  Many 
companies pursue benefi ts in this area, 
but get distracted by secondary goals 
like improving the productivity of the 
sales force.  Remember that if a project 
in this area doesn’t increase sales or 
add customers, then it isn’t a success 
even if it makes things better for the 
salespeople.

Key to improving the customer 
acquisition process is getting an un-
derstanding of where the bottlenecks 
are in the current process, and then 
identifying IT projects that can help 
to eliminate or reduce those bottle-
necks.  Sales force automation is one 
of the project areas that can sometimes 
produce this kind of benefi t, but also 
consider IT projects that reengineer 
the way that customers are acquired.  
Improvements to customer acquisition 
can improve the speed of customer 
acquisition (reduce the time to close 
sales), increase the number of custom-
ers that can be handled by a sales rep, 
or reduce the cost of acquiring a new 
customer.

6.  Improved customer satisfac-
tion

Improving customers satisfaction 
is one of those things that is obvious, 
and yet very diffi cult.  If customers are 
more satisfi ed then your revenues will 

grow, either through repeat purchases 
or through word-of-mouth advertising.  
Costs are likely to be lower as well, 
since you won’t have to spend as much 
to deal with customer complaints and 
returns.

Quality is one of the contributors 
to customer satisfaction, but there are 
IT projects which can improve cus-
tomer satisfaction directly.  The key 
phrase is “making it easy.”  How do we 
make it easy for the customer to deal 
with us, get questions answered, place 
orders, and generally interact with the 
business?  Information Technology 
can help by providing web access for 
customers, and by making information 
available to customers by phone or by 
fax.  IT can help customer service reps 
make it easy to deal with the customer 
by providing all of the information that 
a customer service rep could want, 
including a history of prior interaction 
between the customer and the com-
pany.  Customers want to be treated 
as individuals, with the business un-
derstanding their likes and dislikes.  
And IT projects can provide the tools 
to make it possible to track customers 
as individuals, even when there are 
thousands or millions of them.

7.  Increased speed
Everything is happening faster 

these days, and expectations have 
changed as a result.  It wasn’t so long 
ago that people expected letters to be 
answered in a week or so; now we 
expect emails to be answered within 
minutes.  The saying “time is money” 
has never been more true.  If you can 
speed up the sales process, the manu-
facturing process and the delivery 
process, then revenue will be recog-
nized sooner.  If you can improve the 
speed and accuracy of the ordering 
and fulfi llment process, then you can 
reduce inventories and thereby reduce 
carrying costs.
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IT projects that are associated 
with reengineering a business process 
can obviously increase the speed of 
that business process.  But certain 
types of IT projects are focused purely 
on increasing speed.  Consider, for ex-
ample, the use of “integration broker” 
technology which makes it easier to 
exchange data among systems within 
your company, and between your 
company’s systems and the systems 
in your partner’s companies, including 
your suppliers and your customers.  By 
making it easier to set up data connec-
tions, the technology makes it possible 
to set up new business relationships 
faster, and to more easily and quickly 
integrate your company’s systems with 
the systems of other companies.  Use 
of this technology is just one example 
of an IT project that can increase the 
speed of your business.

An Important Observation
Here’s an interesting question 

about the seven areas of improve-
ment to the business: “How many of 
these areas have easily measurable 
payback”?

Unfortunately, the answer is one 
– maybe two (#1 reduced expense and 
maybe #2 increased revenue).  This is 
the underlying issue behind one of the 
biggest problems in trying to get the 
IT organization to make the maximum 
possible contribution to the business.  
Most companies still think of IT as a 
way to automate things.  Automation 
projects can be cost-justified quite 
easily because they save money.  
Sometimes other IT projects can be 
justifi ed because someone is willing 
to stand up and commit to increased 
revenue as a result of the project.  But 
the other fi ve areas of improvement 
are more indirect in their effect on the 
business, even though in the long run 
those other fi ve areas may be more 
important.  And because their benefi ts 

are more indirect, projects in the last 
fi ve areas don’t tend to get proposed, 
and don’t get approved when they do 
get proposed.

Recommendation
To derive maximum benefi t from 

your IT budget, you should:
♦ Look at each of the seven areas 

in turn, and think about what benefi t 
there would be to your company (even 
if you can’t easily measure it) if you 
could make improvements in that 
area.

♦ Have brainstorming sessions to 
separately focus on each of the seven 
areas, proposing possible IT projects 
that would make improvements in that 
area.

Depending on the relationship 
between IT and the business, you 
may want to conduct both separate 
(business and IT separately) and joint 
(business and IT together) sessions.  
And don’t get hung up over whether a 
project is in area “a” or area “b” – just 
list it wherever it comes up, even if it 
comes up in multiple areas.

♦ Within each of the seven 
areas, prioritize the IT project lists 
that emerge based on your best un-
derstanding of business benefi t and 
“what’s important for the company”, 
and regardless of whether or not you 
can quantify the benefi t.

♦ Merge the lists for the seven 
areas, prioritizing the resulting com-
bined list, again basing the priority on 
“what’s important for the company”, 
regardless of whether or not you can 
quantify the benefi t.

♦ Compare this list to your 
current IT project list, and try to un-
derstand the difference.  If a highly 
ranked item on the new list isn’t on 
your current IT project list, then why?  
If a highly ranked item on the current 
IT project list is lower ranked on the 
new list, then why?
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♦ Adjust your IT project list and 
your IT strategy to focus on the real 
needs of the business, instead of just 
the projects that are easiest to justify.

Conclusion
I once heard a story about a wom-

an who left her offi ce late one night 
and encountered a man in the parking 
lot.  The man was on his knees under 
a street lamp, fumbling around like 
he was looking for something.  The 
woman walked up to him and asked 
him what he was looking for, and he 
replied, “I dropped my car keys.”  The 
woman bent down and helped him look 
for a few minutes, then thought to ask, 
“Where did you lose them?”  The man 
replied, “Over there in the corner.”  The 
woman, somewhat taken aback, asked 
him, “If you lost your keys over there 
in the corner, why are you looking 
for them here?”  The man answered, 
“Because the light is better.”

A lot of companies justify IT proj-
ects based on easy-to-measure savings 
associated with cost reduction.  But 
does that mean that those are the best 
projects to do?  Or are we doing them 
just because “the light is better” and 
they’re easier to justify?

Go through a full evaluation of 
all possible IT projects that could help 
the business.  And then put your money 
on the projects that will offer the most 
benefi t to the business, regardless of 
how easy it is to measure the return.

Harwell Thrasher is an author, 
speaker, and coach specializing in the 
human side of Information Technol-
ogy.  His workshops show IT people 
and their non-IT customers how to 
work together to make more effective 
use of technology.

See more on Harwell’s web site 
at www.makingITclear.com, or call 
Harwell at (770) 331-6979.
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