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There’s a lot of talk about budget pressures, and the need to do ‘more for less’. But what’s really
going on ‘at the coalface’? How are IT departments doing in their quest to deliver services more
efficiently and effectively? And how does this impact the growing number of organisations interested
in exploiting the potential of private cloud?

Key Points
IT funding is under stress, but it’s not all about cutting budgets
When we recently asked 294 respondents in an online survey about what’s happening with their IT
budgets, responses ranged from funding being plentiful to barely having enough budget to cover
core aspects of the operation. Over half are really feeling the squeeze, but only a third actually
report a decrease in funding in real terms.
Morale, IT/business alignment and working styles are closely correlated with funding
Given the pressure on budgets, it comes as no surprise that morale is low in many IT departments.
However, in organisations where pressure on funding is not as great, IT departments feel much
more positive about things. The objectives of IT and the business also tend to be far better aligned
in organisations where IT budgets are adequate. Where money is less tight, the working style
between the business and IT is more likely to be based on collaboration and negotiation, and IT is
also more likely to be regarded as an integral part of, or equal partner to, the business.
IT/business alignment, a focus on service delivery and shared infrastructure go together
Clearly defined services, coupled with formally specified and agreed service level agreements, are
much more likely to be in place in organisations where the objectives of IT and the business are
better aligned. Such organisations have also made greater progress in reporting on how the IT
function is doing as well as in measuring user/stakeholder satisfaction. Justifying investment in
shared infrastructure and tools also seems easier when IT/business alignment is better.
The ‘good begets good’ principle creates a virtuous circle in progressive organisations
Strong correlations between a clear services focus, comprehensive reporting and accountability, an
emphasis on shared infrastructure investment, and overall alignment of IT and business activities
are indicative of some of the things it takes to create an optimum environment for effective IT
delivery. While it’s obvious when you point this out, and easy to see how a virtuous circle can be
created, the truth is that the correlations work the other way round too. Many respondents are
clearly caught in a vicious circle, or at least a rut of mediocrity, in which IT and the business are
disjointed, and good practices are a challenge to implement in a sustainable manner.
Private cloud adoption is more likely where a virtuous circle exists
Adoption of private cloud architecture tends to go hand in hand with the virtuous circle
phenomenon. Increased funding availability is likely to be a factor here, but so too is an enhanced
understanding of value. The benefits of modern, shared, flexible infrastructure that enhances
service delivery are likely to be better appreciated, and indeed have a greater impact, in a more
joined up and service-centric IT-business environment.
The study upon which this report is based was independently designed,
interpreted and reported by Freeform Dynamics. Feedback was gathered via
an online survey hosted on The Register IT news site and attracted 294
respondents (mainly IT professionals). The study was sponsored by Microsoft.
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Introduction and study overview
‘Budgets under pressure’, ‘do more with less’, ‘cost cutting is top of the agenda’! Many IT vendors
use such phrases as part of the preamble when positioning their latest solutions, in particular if
these solutions promise lower operational costs. Another set of favourite headlines argues that
business departments and end users are ‘doing their own thing’, or ‘taking the law into their own
hands’.
But what’s really going on? Are budgets on the way up or down? And how’s the relationship
between the business and IT really faring? The answers to these questions provide important
context for the adoption of newer and emerging technologies - such as virtualisation, dynamic
systems management and ultimately private cloud - that aim to help reduce cost and enhance
service levels and response times through more efficient and effective use of resources.
In order to gain a better understanding of these matters, in April 2012, we surveyed 294 online
respondents, mainly IT professionals (see Appendix A for more details). In addition to requesting
responses to very specific questions about how well the IT department is running, levels of funding
and the use of new technologies, we also gave respondents the opportunity to tell us in plain text
what’s going on in their world.
As with all online studies, the self-selection principle means that the results are likely to be
somewhat skewed. In this case, given the way the online survey was promoted (“Tell us how things
are in your IT department”) we are likely to have attracted respondents towards either end of the
performance spectrum, i.e. those working in a more positive environment keen to tell us how great
things are, and those under pressure at the other extreme taking the opportunity to let off a bit of
steam. While this works to our advantage when comparing and contrasting how behaviour and
results are impacted by the nature of the environment, it does mean that numbers presented in this
report should not be taken as absolute indicators of activity/performance in the universe as a whole.
With that caveat, let’s take a look at what we are able to learn from the study.

Budget, morale and IT/business alignment
Let’s start with the ‘glass half empty’ view. When asked about IT spending, just over half of our
survey respondents report that funding is under stress. Looking at it from a ‘glass half full’
perspective, IT budgets are adequate – in some cases even plentiful – for just under half (Figure 1).
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How would you describe
the level of IT funding?

Funding is really
tight, and we are
having to make
tough decisions,
even in core
areas of
operation
27%

Unsure, I don't
really have a
good view of the
money side of
things
3%

Funding is
limited, allowing
us to cover the
essential
operations, but
not much more
24%

Figure 1

Funds are
available to do
pretty much
anything we
want, even
exploratory and
speculative stuff
7%
Funding is
adequate to
cover the things
that matter and
to modernise or
enhance where
the value is clear
39%

While there is a lot of pressure on IT budgets, a considerable number of IT
shops are adequately funded.

When asked whether IT budgets are on the way up, down or staying flat, one in three respondents
feel that the trend is downward. Funding appears to be under most pressure in the largest
enterprises (> 5000 employees), where nearly half are seeing negative growth. On the more
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positive side, around one in six of our respondents state that funding appears to be on the increase
(Figure 2).
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Is the funding of IT in
your organisation
generally on the way
up or down?

Funding is or
appears to be
decreasing
33%

Unsure, I don't
really have a
good view of the
money side of
things
4%

Funding is or
appears to be
increasing
17%

Funding is or
appears to be
pretty static
46%

Figure 2

Funding looks set to remain static for the majority of respondents, while the
direction appears downwards for a third.

These results underline the risks of generalising too much when it comes to making statements
about what’s going on from a funding and budgeting perspective, which is something that vendors
and pundits are inclined to do. Over-generalisation sometimes creates a disconnect between the
assumed priorities weaved into marketing messages and the actual priorities that exist in any given
organisation. If a vendor puts the emphasis on cost savings when promoting a new offering, when
cost is only a secondary consideration for you in that context, you may miss potential benefits in
other areas such as service delivery enhancement. And, of course, the same applies the other way
around – promises in other areas mean little if all that matters to you is driving down costs.
Coming back to our survey, we also asked respondents how they feel about life in IT within their
organisation, and how well aligned activities are with the overall business priorities and objectives.
In light of what’s happening with IT budgets, it comes as no surprise that we see a variation in terms
of morale and alignment too (Figure 3).
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How do you feel generally at the
moment about life in IT within your
organisation?
Quite
negative, it is
not a very
satisfying
environment to
work in
26%
A bit flat, we
seem to be
busy but it's
not very
positive or
exciting
26%

Figure 3

Very positive,
things are
working well
and moving
nicely in the
right direction
17%

OK, but things
could be better
in quite a few
areas
31%

How well aligned would you say
the activities of your IT function are
with business priorities and
objectives?
IT is totally
out of tune
with the
business
6%

Don't know
2%

Misaligned in
quite a few
areas
30%

Very well
aligned, with
a good
degree of
harmony
17%
Generally
pretty good,
but could be
better in
some areas
45%

Broad variation exists with respect to both morale and IT-business alignment.

This highlights another set of disconnects (and possibly missed opportunity) that occurs when
vendors assume that all IT professionals are leading a miserable high pressure existence, and that
IT delivery is fundamentally broken in all organisations. While either or both of these might be true,
in many cases (if not most) they are not.
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Pulling these individual observations together, it is significant that funding, sentiment, and
IT/business alignment are closely correlated. In organisations with less funding pressure, morale
tends to be higher, and the priorities of the business and IT are better aligned (Figure 4; see
Appendix B for details on how we arrived at the categories).
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How do you feel generally at the moment about life in IT within your
organisation?
0%

20%

40%

60%

80%

100%

Adequate funding

Funding under pressure
Very positive, things are working well and moving nicely in the right direction
OK, but things could be better in quite a few areas
A bit flat, we seem to be busy but it's not very positive or exciting
Quite negative, it is not a very satisfying environment to work in

How well aligned would you say the activities of your IT function are with
business priorities and objectives?
0%

20%

40%

60%

80%

100%

Adequate funding

Funding under pressure
Very well aligned, with a good degree of harmony
Misaligned in quite a few areas
Don't know

Figure 4

Generally pretty good, but could be better in some areas
IT is totally out of tune with the business

In organisations with less pressure on funding, morale tends to be higher, and
IT/business alignment better.

Furthermore, in organisations where funding is adequate or plentiful, IT is more likely to be
regarded as an integral part of the business rather than its slave or dictator (Figure 5), and the
relationship is more likely to be peer-to-peer and interactive in nature (Figure 6).
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Which of the following best describes how the role of the IT function is
generally thought of within the organisation?
0%

20%

40%

60%

80%

100%

Adequate funding

Funding under pressure
As an integral part of the business

As a partner to the business

As a service provider to the business

As a slave to the business

As a dictator to the business

Other

Figure 5

In organisations with less pressure on funding, IT is more likely to have a
constructive relationship with the business.
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Which of the following best describes the way in which IT and business
people work together?
0%

20%

40%

60%

80%

100%

Adequate funding

Funding under pressure
Collaboratively: Plan and make decisions together in a harmonious manner
Negotiating style: Usually focused on win/win, but with each having an eye on their own interests
Competitively: Each party focused on its own interests and trying to get one up on the other
Chaotically: Little real coordination between IT and the business
Other
Not answered

Figure 6

Funds are more likely to be flowing freely when the relationship between IT
and the business is based on mutual respect and objective communication.

Whether you describe the correlations we are seeing as a virtuous circle, or talk about ‘good begets
good’, the kind of patterns we see here come up time and again in our research. While specific
‘cause and effect’ mechanics are sometimes hard to pin down specifically (at least through research
studies), it doesn’t take much to work out what’s going on. IT shops that have a constructive
working relationship with the business, a clear understanding of what’s expected of them, and have
the necessary level of communication in place to assess how well they are delivering against those
expectations are more likely to be trusted and respected. This makes stakeholders more
comfortable with making budget available, which in turn further enhances IT’s ability to deliver – and
so the virtuous circle keeps turning.
This is all well and good, but what can you do to improve things if they are not working as well in
your environment. We can get a few pointers here by looking at how those declaring good ITbusiness alignment differ from others.

Some important specific enablers
Drilling into the question of what IT is expected to deliver and how well it is meeting expectations, it
is clear that those with a good level of IT-business alignment (see Appendix B for the methodology
used to categorise respondents) place a greater emphasis on a service centric approach (Figure 7).
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How would you describe what you have in place in the following areas?
Good IT/Business alignment

Others

0%

0%

20%

40%

60%

80% 100%

20%

40%

60%

80% 100%

A clearly defined set of services delivered by IT
Clearly understood service level expectations
Formally defined service level agreements
Reporting on how well the IT function performs
Measurement of IT user/stakeholder satisfaction

Comprehensive

Figure 7

Selective

Ad hoc

Non existent

Unsure

Organisations with good IT/business alignment are more likely to take a
service-focused approach to IT delivery, and report on IT performance.
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The survey also highlights that IT professionals who find themselves in an environment of better
IT/business alignment are more likely to have considerable shared infrastructure (servers, storage,
networking etc, controlled by IT and used as a corporate wide asset) in place. More importantly,
they’re finding it easier to obtain funding for this type of investment despite it being an area which is
typically not uppermost in the minds of business people (Figure 8).
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Is the concept of investing in shared, enabling IT infrastructure well
understood and appreciated, as opposed to spending on specific application
0%
20%
40%
60%
80%
100%
or service needs?
IT/Business alignment good
IT/Business alignment not so good
Yes, it's treated like any other type of legitimate investment
Partially, but justifying infrastructure spend is generally hard work
No, so we piggy-back infrastructure investment on other projects
No, securing infrastructure investment is almost impossible through any means
Unsure/Not answered

Figure 8

Organisations with good IT/business alignment are finding it easier to make
the case for investment in shared infrastructure.

Appreciation of the importance of shared infrastructure is indicative of a more mature view of IT
within the business. Where IT infrastructure is considered to be a strategic corporate asset and an
important enabling foundation for the business as a whole, it is more likely to break free of the
traditional narrow project-by-project investment approach which is the cause of so much
fragmentation and inefficiency. The IT department is able to evolve the infrastructure in a coherent
and future proof manner, which makes everything more flexible, robust and efficient.
And with regard to robustness and efficiency, and indeed the assurance of service levels in general
(e.g. systems performance and availability) it is also notable that well-aligned organisations are
more likely to recognise the importance of investing in monitoring and management tools (Figure 9).
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Is the concept of investing in IT monitoring and management tools to enhance
service delivery well understood and appreciated?
0%

20%

40%

60%

80%

100%

IT/Business alignment good
IT/Business alignment not so good
Yes, it's treated like any other type of legitimate investment
Partially, but justifying spend in this area is generally hard work
No, so we piggy-back spend in this area on other projects
No, securing investment in this area is almost impossible through any means
Unsure/Not answered

Figure 9

Making the case for investment in monitoring and management tools is easier
in organisations with good IT/business alignment.

As management tools become better able to handle shared infrastructure, this also opens up the
opportunity to manage corporate IT resources more dynamically, which brings us back to the topic
of emerging ideas such as private cloud.
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Private cloud and the virtuous circle
The natural evolution of shared infrastructure and enhanced management is what many in the
industry are referring to as ‘private cloud’, which was defined in our study as follows:
Private cloud is based on the idea of pooling servers, storage and networking to create
a shared general-purpose platform upon which a variety of workload types may be run
simultaneously. Rapid allocation/de-allocation of resources to/from workloads in a
private cloud environment enables a more dynamic management approach.
[1]

In a previous study , it was clear from the 570 respondents taking part that IT professionals are
increasingly seeing the relevance of private cloud as a potential enabler of efficiency, flexibility,
responsiveness and general service level enhancement. However, we would expect unlocking the
full potential to be dependent, at least in part, on the environment in which private cloud technology
and techniques are deployed.
In order to investigate this during our current study, we captured the degree to which private cloud
has been adopted, and overall, found that one in five report significant levels of activity (Figure 10).
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To what degree have you adopted private cloud architecture?
0%

A lot
A reasonable amount

20%

40%

60%

80%

100%

Those with a significant level of private cloud
adoption (approximately one in five)

Not that much

Not at all
Unsure

Figure 10

Around one in five of our sample reported what we might call a ‘significant’
level of adoption of private cloud.

We then looked at the kind of organisations that were most active in the private cloud arena to form
a view of whether the broader IT environment had a bearing on propensity to adopt. As part of this,
one hypothesis we tested was the notion that those with more of a service-centric approach to IT
delivery would be more inclined to see the relevance of private cloud, be in a better position to
exploit it, and therefore be more likely to take it on board. Grouping respondents based on the data
previously seen in Figure 7 (see Appendix B for working), we did indeed find a strong correlation
between service centricity and private cloud activity, which supports our first hypothesis (Figure 11).
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To what degree have you adopted private cloud?
0%

20%

40%

60%

80%

100%

Those with a strong service-centric environment
Those with a basic service-based approach
Those with little or no emphasis on services
A lot

Figure 11

A reasonable amount

Not that much

None/unsure

Private cloud adoption goes hand in hand with service-centric IT delivery.
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The second hypothesis we tested was that mechanisms to support shared infrastructure investment
from a funding perspective would be important in a private cloud context, and again the data
supported this notion (Figure 12).
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To what degree have you adopted private cloud?
0%

20%

40%

60%

80%

100%

Those for whom shared infrastructure spend is
treated like any other type of legitimate investment
Those for whom justifying infrastructure spend is
possible, but generally hard work

Those who 'piggy back' shared infrastructure
investments on other projects
Those who find securing infrastructure investment
is almost impossible through any means
A lot

Figure 12

A reasonable amount

Not that much

None/unsure

Mechanisms to enable the allocation of funds to infrastructure investment are
important for private cloud to flourish.

As we explored the data, we found similar correlations between private cloud adoption and other
indicators of the virtuous circle, and while we don’t have space to present all of the evidence here,
the relationship between private cloud and the broader IT environment is pretty clear.
[1]

So what? Well, based on these findings and the results of other research , including extensive
anecdotal feedback, we can distil out some guidance that will be useful for those investing in or
exploring the private cloud option.

Closing advice for private cloud adopters
The technologies and techniques around advanced workload management that form the foundation
of private cloud architecture can be adopted unilaterally within IT on a tactical basis to ease some of
the IT operational burden.
However, if you are implementing private cloud at the moment, or considering doing so, it is
important to address some of the higher level environmental factors we have been discussing, or at
least make sure that you already have them covered. Shared, dynamic and flexible infrastructure
will deliver the most benefit in an environment where:


IT and the business have a peer-to-peer rather than a master-servant relationship



Objectives are aligned through frequent two-way communication between IT and business
stakeholders, preferably within some kind of structured governance framework or process to
facilitate effective assessment, prioritisation and decision making.



Services to be delivered to IT are clearly defined, e.g. in a service catalogue. The form this
takes is secondary to actually doing it.



Service level requirements in relation to performance, availability, recovery, security and so on
are properly understood, documented and agreed.



Budgeting and accounting mechanisms recognise the concept of shared infrastructure as a
corporate asset rather than trying to lock everything to cost centres within the business.
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To net this out, we’re saying that private cloud will only flourish and deliver its full potential in a wellrun IT environment.
The most fundamental piece of specific advice in this context if you are not working in an ideal
environment is to encourage the adoption of a ‘service centric’ mind-set around IT related matters.
The idea of this is to switch the dialogue between IT and the business to revolve around services to
be delivered rather than systems to be implemented, maintained and supported. Only then can you
get away from the traditional view of a ‘system’ being a ‘stack of stuff’ (application, platform software
and hardware) that is procured, managed and accounted for as a discrete entity, which flies in the
face of the shared infrastructure concept that is fundamental to private cloud.
Once you start thinking in terms of services, most of the other things we have highlighted as part of
the virtuous circle become much more natural.
Are we saying this is easy to pull off? Well, no. If you have challenges with trust between IT and
business stakeholders, for example, and are constrained by the funding issues that are often
associated with this that stifle investment in shared infrastructure, then you clearly can’t march into
executive offices and demand things are done differently. Our advice in such situations would be to
[2]
focus on the basics for a while – e.g. make sure the email system and other core applications are
stable and perform well. Once trust is rekindled, the communication can be enhanced, and the
conversations focused on services as we have outlined.
None of this means you can’t get your feet wet with private cloud sooner rather than later. The main
point is not to take the promises of flexibility, responsiveness, efficiency and so on as an indication
that private cloud is some kind of ‘silver bullet’ to vanquish all of your problems. It can certainly help,
but for it to really flourish and deliver maximum benefit, you need to create the right environment.
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Appendix A: Study Sample
Feedback was gathered via an online questionnaire published on The Register news and
information site (www.theregister.com). The respondents, totalling 294, were mainly IT
professionals representing a good cross section of job functions and working in a range of different
industry sectors.
The sample distribution was as follows:
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Sample by organisation size
More than
Not answered 100,000
7%
Unsure 8%
Less than 10 1%
4%
10 to 50
11%

Rest of World
20%

25,000 to
100,000
8%

5,000 to 25,000
17%

50 to 250
17%
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Sample by geography

UK
49%

USA
16%

1,000 to 5,000
15%

Rest of
Europe
15%

250 to 1,000
14%

Source & Copyright 2012 Freeform Dynamics Ltd

Source & Copyright 2012 Freeform Dynamics Ltd

Sample by job role

Sample by industry sector

0%
0%

10%

20%

Business manager/executive

Hi-Tech

Business professional

Central/Local Government

10%

20%

30%

30%

Financial Services

Business analyst

Professional services
Manufacturing

Overall head of IT

Healthcare

Head of department/function within larger
IT organisation

Telecommunications

Project manager/team leader

Retail & wholesale
Energy & Utilities

IT professional (architecture/design)

Travel & Transportation

IT professional (development/coding)

Pharmaceuticals

IT professional (operations/support)

Oil & Gas
Other

Student/academic

Not answered

Other

A note on methodology
Information was captured from respondents via a web based questionnaire hosted on The Register
science and technology news site (www.theregister.co.uk). As with all online studies, the selfselection principle means that the results are likely to be somewhat skewed. In this case, given the
way the online survey was promoted (“Tell us how things are in your IT department”) we are likely to
have attracted respondents towards either end of the performance spectrum, i.e. those working in a
more positive environment keen to tell us how great things are, and those under pressure at the
other extreme taking the opportunity to let off a bit of steam. While this works to our advantage
when comparing and contrasting how behaviour and results are impacted by the nature of the
environment, it does mean that the numbers presented in this report should not be taken as
absolute indicators of activity/performance in the universe as a whole.
The study was completed in April 2012, and we would like to take this opportunity to thank all of
those who took the time to participate. Your help is very much appreciated.
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Appendix B: Sample Categorisation
The following charts contain further background information on the composition of the samples used
for analysis and referenced in the report. Further details on definition are also provided.
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Funding sample

Funding sample - definitions
• Adequate funding
– Funds are available to do pretty much anything we
want, even exploratory and speculative stuff
– Funding is adequate to cover the things that matter
and to modernise or enhance where the value is clear

Unsure
3%
Adequate
funding
46%

Funding
under
pressure
51%

• Funding under pressure
– Funding is limited, allowing us to cover the essential
operations, but not much more
– Funding is really tight, and we are having to make
tough decisions, even in core areas of operation

134 respondents

151 respondents
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IT/business alignment sample
Don't know
2%

IT/business alignment sample - definitions

Not answered
5%

• IT/business alignment good

IT/Business
alignment not
so good
34%

– Very well aligned, with a good degree of
harmony
– Generally pretty good, but could be better in
some areas

IT/Business
alignment
good
59%

101 respondents

• IT/business alignment not so good
174 respondents

– Misaligned in quite a few areas
– IT is totally out of tune with the business
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The service-centricity index
How would you describe what you have in place in the
following areas?
0%

20% 40% 60% 80% 100%

A clearly defined set of services delivered by IT

Response scoring:

Clearly understood service level expectations

Comprehensive
Selective
Ad hoc
Non existent
Unsure

Formally defined service level agreements
Reporting on how well the IT function performs
Measurement of IT user/stakeholder satisfaction
Comprehensive

Selective

Ad hoc

Non existent

=3
=2
=1
=0
=0

Unsure

Grouping based on total scores
Those with little or
no emphasis on
services
40%

Those with a strong
service-centric
environment
21%

Those with a basic
services approach
39%
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Strong service-centric environment (total score >=10)
Basic service-based approach (score between 5 and 9)
Little or no emphasis on services (score of <5)

Note: The service-centricity index allows
us to group organisations based on the
prevailing culture in which IT is operating
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About Freeform Dynamics
Freeform Dynamics is a research and analysis firm. We track and report on the business impact of
developments in the IT and communications sectors.
As part of this, we use an innovative research methodology to gather feedback directly from those
involved in IT strategy, planning, procurement and implementation. Our output is therefore
grounded in real-world practicality for use by mainstream IT professionals.
For further information or to subscribe to the Freeform Dynamics free research service, please visit
www.freeformdynamics.com or contact us via info@freeformdynamics.com.
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solutions that help people and businesses realise their full potential.
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