Capital Investment Approval

The Challenge

While the need to review major projects prior to approval is widely acknowledged and programs
are in place at most firms, few have been effective in increasing the value delivered by IT

Reviews programs tend to become bureaucratic exercises, viewed as pointless hurdles
Business units resent having to participate in IT approval procedures

A surface level review is unlikely to uncover the real issues and risks embedded in complex project
proposals and plans, but detailed reviews can be slow and require highly experienced staff

——

Our Approach

A well structured review program can justify the unavoidable expense and effort

Providing the training and support required to develop high quality business cases is critical
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Capital Investment Approval

Although widely practiced, current capital investment review and approval programs
tend to have serious deficiencies

Common Issues

Absence of clear statements of business and technical strategy frustrate
project review and approval

Failure to prioritize projects in accordance with stated business strategies
and the value to be created

Inadequate business case preparation prevents full evaluation and consistent,
structured decision-making

Lack of clear, structured processes permits managers to finesse the system,
skipping reviews and required approvals

Review and approval roles are unclear or not widely communicated; review
processes are informal or subject to frequent change

Inadequate or uninformed business participation or buy-in of the review and
tracking processes

Failure to track projects, measuring actual results and benefits removes
accountability

Doesn’t reflect a portfolio management perspective of systems, skills,
infrastructure and projects; decisions made in isolation

Insufficient senior-level sponsorship; treated as a formality or results are not
adhered to in practice
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Evaluate Project Portfolio

The first step is to screen the portfolio of ongoing projects...

Project
Inventory

Categories

Business applications
Connectivity
Development tools
Security
Datacenter
Distributed servers

Technical research

THE W

Preliminary
Screening

Initial Filter*

Maintenance
Short Duration
Low cost
Client commitment
Regulatory requirement
Recently reviewed
Management discretion

Other

* Tdentify projects which
don’t merit immediate
review (80/20 rule)

Evaluation
Criteria

Business Value
Priority
Financial impact
Time criticality
Process impact
Deferral impact
Benefit duration
Alternatives

Execution Quality

Schedule compliance
Feature compliance
Budget compliance

Architectural fit
BCP/DRP suitability
Dependencies
Synergies / re-use

Risk Factors

Business risk
Project risk
Technical risk

(both pro and con)

Project
Ranking

Accelerate

Proceed

Defer

Cancel
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Capital Investment Approval Process

Then a disciplined program of reviews based on business and technical planning is
instituted

Approval Process Overview

IMlustrative
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Key Lessons Learned

Without continued senior management focus and a serious commitment of time and
resources, the approval process will become a hollow bureaucratic exercise

* Construction of well structured business plans is critical: provide the training,
support, tools and resources needed to do this process well

* Develop a review program that includes multiple levels of increasing detail;
assign projects to levels based on cost, risk and business criticality

* Thresholds should be established for re-reviewing projects which are of
extended duration or which materially miss key deadlines

* Customize the review process for “bet the firm” projects. Consider using
external or dedicated resources with relevant expertise over the project life

* When reviewed projects are completed, include a follow-up review to identify
opportunities for improving the review process
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