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Justifying and Financing Investments in SOA

= Many companies have realized the benefits :T; e Lo
of aligning IT and business via SOA — as N '
demonstrated in IBM proprietary research

—

= These benefits are crucial for justifying the
business case for the investment in SOA —
a framework for measuring those benefits

= Financing hurdles can be overcome with
flexible financing solutions to meet the
funding requirements of SOA projects - and
help deliver business value rapidly
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We collected data from over 35 projects, in 5 sectors
covering 11 industries world wide

Project Breakdown by Sector Project Breakdown by Geography
Communication Sou!h
8% EuropeAme“ca
6%  S”

Distribution Asia Pacific
31% 9%

Industrial
15%

North
America
48%

\

Public Sector
19% Global

34%

Financial
Services
27%

Source: IBV analysis
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Our thought leadership confirms the drivers of business
value that we have seen consistently in SOA engagements

Benefits Resulting from SOA Solution

Improved Flexibility _%

Decrease Cost [ 7%
Reduce Risk | 71%
Increase Revenue [ 51%
Enable New Products [ 43%

Enable Compliance — 26%

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
% of Projects

Source: IBV analysis
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We used the study findings to create a framework for looking at
the business value of a Service-Oriented Architecture

= Select a group of simplified benefits

_ Reduced
= Structure cost benefits around three Risk

basic cost scenarios

= Calculate simple return using benefits

and costs first Improved Increased
Flexibility Profitability

= Select cost scenarios for second and
subsequent implementations

= Look at the return for second and
subsequent implementation (keeping
benefits constant) relative to first
implementation

Compliance

Source: IBM Institute for Business Value “The Business Value of Service-Oriented Architecture” 2006
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Reduced
Operational
Risk Reduced
1 > processing
time
Reduced
7 errors
Improved
~—*  Ability to
Change Reduced
— system
Enable new downtime
™ product "
development
Improved Ease of
flexibility integration "
Reduced Reduced
T time-to- —*> integration
market time
Increased
L, reuse "
Improved
ability for

compliance

Protect
existing
revenue

Generate
new revenue

Increase
existing
revenue

Reduced
integration
cost

Reduced
maintenance
cost

I Flexibility value drivers

Increase
Revenue

Decrease
Costs

Profitability value drivers

Increased
Profitability
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To gain these benefits, you will incur costs in one of the
following patterns

Full Implementation
Service User Service Provider

Front-end SOA Service Business

Application Infrastructure Interface Application

- 2\ - .
/Scope A: Service user | [ Scope B: Service provider )
Infrastructure software $
Develop new or alter
Hardware (as needed) $ existing application $
Implementation (labor) $ Generate interfaces $
Change or build : Total Service
e Front-end application $A) N Total infrastructure $B1 4+ Pprovider $B2 )

Scope C: Scope A + Scope B
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Reduced
Operational
Risk Reduced
processing
time
Reduced

Improved errors Protect

Ability to existing

Change Reduced Leventi

system
Enable new downtime Generate
product L
development R s e Increase
Revenue
Increase Increased
Improved Ease of isti Profitability

flexibility integration vertio

Decrease
Costs
Reduced Reduced Reduced
time-to- > integration = integration
market time cost
T Reduced
reuse " e
Improved

ability for

Simple

’ I
Full Implementation

Service User Service Provider R OI

Front-end

Service Business

Application Infrastructure Interface Application
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Subsequent implementations = less spend

First Implementation
Full Implementation
Service User Service Provider $$$

Front-end SOA Service Business
Application Infrastructure Interface Application

Second & Subsequent Implementations

Full Implementation

Service User Serwce Provider $ $
% Service Business
Appllcatlon ///'~ /// Interface Application

or
Full Implementation
Service User Service Provider

Front-end / Service / .....
Application 7 / ”f Interface 9% ///

% /////
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Over time, cost decreases & return increases

Return of succeeding SOA Implementations /

Return

Second & Subsequent
Implementations

First Implementation

Number of implementations
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Implementation

1 2 3
Company A 63%  107% 350%
Company B 67%  233% 648%

$ Full implementation J
Service User

Service Provider
) T T T 1 U 1
Frontend SOA Business
Application Infrastructurg Application SOA Im plementations

Example A

Example B

= Company A
— Insurance, Group Products Division, SOA investment used across Life, Disability, and
Long Term Care
= Company B
— Insurance, Property & Casualty Division, SOA investment used for personal property
qguotes, agency interaction, and quotes extended to auto

Source: IBV analysis
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= Significant business value can result from well-managed SOA
solutions
— Measure, but simplify and measure long term!

= Don’t abandon building a business case for SOA
— Take a simpler, more intuitive approach
— Measure beyond the first implementation

= A sea-change for system communication and collaboration will drive
equal change in business processes
— Industry structure change is inevitable

— Collaboration within and between industry players will increase
— Table stakes!
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Full study details and white paper

IBM Global Business Services

» Service-Oriented Architecture: A practical guide to measuring
return on that investment

o | Application
Service- Innovation Services
oriented

architecture

A practical guide to

measuring return on
investment

IBM Global Business Services

IBM Institute for Business Value

Service-oriented architecture:
A practical guide to measuring
return on that investment

An IBV Value Realization Study
October 239, 2006

IBM Institute for Business Value

© Copyright IBM Corporation 2006

Available on the web:
Contact Information:
Jay DiMare
Associate Partner

IBM Global Business Services, Institute for Business Value
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Questions
and

Answers
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The workshops, sessions and materials have been prepared by IBM or the session speakers and reflect their own views. They are provided for
informational purposes only, and are neither intended to, nor shall have the effect of being, legal or other guidance or advice to any participant.
While efforts were made to verify the completeness and accuracy of the information contained in this presentation, it is provided AS IS without

warranty of any kind, express or implied. IBM shall not be responsible for any damages arising out of the use of, or otherwise related to, this
presentation or any other materials. Nothing contained in this presentation is intended to, nor shall have the effect of, creating any warranties or

representations from IBM or its suppliers or licensors, or altering the terms and conditions of the applicable license agreement governing the use of
IBM software.

References in this presentation to IBM products, programs, or services do not imply that they will be available in all countries in which IBM operates.
Product release dates and/or capabilities referenced in this presentation may change at any time at IBM’s sole discretion based on market
opportunities or other factors, and are not intended to be a commitment to future product or feature availability in any way. Nothing contained in
these materials is intended to, nor shall have the effect of, stating or implying that any activities undertaken by you will result in any specific sales,
revenue growth or other results.

Performance is based on measurements and projections using standard IBM benchmarks in a controlled environment. The actual throughput or
performance that any user will experience will vary depending upon many factors, including considerations such as the amount of

multiprogramming in the user's job stream, the /O configuration, the storage configuration, and the workload processed. Therefore, no assurance
can be given that an individual user will achieve results similar to those stated here.

All customer examples described are presented as illustrations of how those customers have used IBM products and the results they may have
achieved. Actual environmental costs and performance characteristics may vary by customer.

The following are trademarks of the International Business Machines Corporation in the United States and/or other countries. For a complete list of
IBM trademarks, see

AIX, CICS, CICSPlex, DB2, DB2 Universal Database, i5/0S, IBM, the IBM logo, IMS, iSeries, Lotus, OMEGAMON, 0S/390, Parallel Sysplex, pureXML,
Rational, RCAF, Redbooks, Sametime, System i, System i5, System z , Tivoli, WebSphere, and z/0S.

Java and all Java-based trademarks are trademarks of Sun Microsystems, Inc. in the United States, other countries, or both.

Microsoft and Windows are trademarks of Microsoft Corporation in the United States, other countries, or both.

Intel and Pentium are trademarks or registered trademarks of Intel Corporation or its subsidiaries in the United States and other countries.
UNIX is a registered trademark of The Open Group in the United States and other countries.

Linux is a registered trademark of Linus Torvalds in the United States, other countries, or both.

Other company, product, or service names may be trademarks or service marks of others.



