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hanks to the rapid development of the
digital economy, cloud, mobile, social and
data analytics have become central to
business thinking. The result is that CIOs have
had to run a great IT shop, expand their roles
to keep up-to-date with digital trends, and
don the innovation lead hat within their
respective organisations to stave off disruptive
challenges from startups.
With ever-increasing challenges facing
companies operating in the modern business
environment, ranging from IT budgetary costs
through to unpredictable load-shedding by
Eskom, this may not be enough for CIOs to help
their companies realise the fulfilment of the
digital promise. For companies to continually
achieve more and do more with less, using any
device from virtually anywhere, their CIOs must
take on a strong digital leadership role in the
transformation of their businesses.
CIOs need to focus less on the day-today running of IT departments and instead
concentrate their efforts on championing
digital within the business. According to
Gartner, a gung-ho command-and-control
leadership style is a sure-fire recipe for failure
in the digital world. CIOs should rather adopt
a visionary and inspirational leadership
style, in which they encourage employees
to innovate and take the lead on projects to
maximise hidden potential.
Achieving this will involve educating
and inspiring the business around digital
transformation, as well as partnering with
their organisations’ stakeholders to develop
a shared understanding of digitisation. The
digital business only evolves when people
and businesses communicate, transact and
negotiate with one another, and CIOs have
to adapt to new ways of doing business
or risk having their companies lose the
competitive edge.

Beyond visionary leadership, doing more
with less remains a top priority for CIOs in
2015; the business of IT needs to find ways of
improving efficiencies and lowering the cost
of operations. Cutting costs should, however,
not lead to forgoing experimentation, research
and development, since a lack of innovation
leaves companies vulnerable to falling behind
competitors. The justification for this spend
should be easier when the value of IT is no
longer crudely defined as the reduction of the
cost of IT, but rather by IT productivity which
speaks to the resulting boost in a company’s
revenue following IT spend.
One area where innovation may lead to
further disruption over the next few years will
be the transition from passive data collection
and reporting to an active search for business
insight. Since backward-looking reporting is not
the best way to extract useful insights within
a rapidly changing digital business world,
companies will require predictive analytics,
combined with data-led experimentation, to
seize every opportunity available to them and
plan ahead for future challenges.
We hope you find the stories in these pages
useful. Please let me know your feedback or
questions at uweitz@microsoft.com

Ulrike Weitz
Editor

To access the additional content
in our digital versions (iPad,
Android and/or PDF), scan the QR
code or visit books.itweb.co.za
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THE BIG PICTURE |

MONEY AND POWER
South Africa moves into 2015 in a precarious
economic position with Eskom’s inadequacies
putting a severe crimp on the country’s
ability to capitalise fully on a recovering
US economy and the lower oil price.

BY COLIN ANTHONY PHOTO: MZU NHLABATI

nasmuch as global factors play a major role in
South Africa’s growth rate, domestic issues
make it vulnerable. “A key constraint to South
Africa’s economy is electricity supply,” says
Nedbank chief economist Dennis Dykes. Other
issues retarding South Africa’s growth include the
deficit on the current account, the budget deficit
and perennial labour unrest.
In terms of the global economic picture, the US
is providing some comfort as its economy finally
looks to be on a sustainable growth path and its
massive stimulus polices wind down. GDP growth
of five percent in the third quarter of last year
was the quickest rate in 11 years and followed 4.6
percent growth in the second quarter. Rian le Roux,
chief economist at Old Mutual Investment Group,
says high frequency data points to a further 3.5
percent expansion in the fourth quarter.
Dykes says the US has taken the punch
from the 2008 financial crisis on the chin and
has emerged the strongest of the developed
economies. “It’s not 100 percent out of the
woods yet,” he says. “It has high fiscal debt and

I
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the banking and credit systems aren’t quite back
to what they were pre-crisis.”
A big boon for the US has been its shale
oil revolution – through fracking extraction
technology, the US is now a net exporter of oil.
“The issue with the lower oil price is how viable its
oil production is at this price, there’s a bit of stress
there,” Dykes says.
Le Roux says despite the fact the US energy
sector will be hurt by the slump in the oil price,
it nevertheless remains a net gain for the US
economy with the bulk of the benefit going to
households. Improved consumer spending was
already an important element of the strong GDP
growth and this is expected to gain momentum
as households have more disposable income
because of the lower fuel prices.
In fact, most of the problematic areas that were
targeted in the US’s quantitative easing stimulus
programme are in good shape. “The US labour
market is improving rapidly with almost a million
jobs created in 2014, up from about 780 000 jobs
created in 2013,” Le Roux says. “With equity and
house prices rising solidly in 2014, US households’
balance sheets strengthened sharply last year
which will provide further support to the economy.
There are two major consequences of good US
growth: a strengthening dollar and rising interest
rates – the country is expected to raise interest
rates around the middle of the year, which would
force other economies to normalise their interest
rates. “Emerging markets will be faced with higher
borrowing costs and it could force up their rates,”
says Dykes.
Le Roux says even if the US Federal Reserve
raises rates relatively slowly and signals it well
for minimum disruption, “there’s a real risk that

“THERE IS A REAL
RISK THAT DEVELOPING
COUNTRIES WITH
WEAK GROWTH, FISCAL
AND FOREIGN TRADE
FUNDAMENTALS COULD
COME UNDER PRESSURE
AGAIN.”
Rian le Roux, Old Mutual.

developing countries with weak growth, fiscal and
foreign trade fundamentals could come under
pressure again. South Africa, unfortunately, is high
on the list of vulnerable countries in this regard,
so renewed rand weakness can’t be ruled out.”
Dykes notes the dollar’s strength will be
exacerbated by the strategies of the EU and
Japan – which are in the thick of their own
stimulus programmes – to deliberately weaken
their currencies to help their exports. “I don’t
think people have fully taken into account the
strengthening dollar and its implications for their
exports,” he says. “It’s a detractor from growth.”
IT’S NOT ALL BAD NEWS
Le Roux does offer some optimism for South
Africa on the currency front though: “With the
rand having weakened sharply through 2012 and
2013, our base case is for a more stable currency
through 2015 on account of the fact that we
believe the shortfall on the foreign trade account

Dennis Dykes,
Nedbank

will narrow notably in 2015. If the oil price stays
at around $55/barrel, the savings on South Africa’s
import bill will exceed two percent of GDP.”
Overall though, Le Roux expects a more
synchronised global recovery this year, with
China as well as the EU and Japan expected to
implement more policy easing. “So, on account of
stronger US growth, a lower oil price (a $10 drop
in the oil price stimulates global growth by about
0.1 percent) and more policy stimulus elsewhere,
world growth is expected to improve from about
2.5 percent in 2014 to 3.2 percent in 2015.”
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| THE BIG PICTURE

Given the global picture, Dykes reckons South
Africa will benefit overall with exports performing
better and inflation probably falling well below five
percent, he says – “that’s something we weren’t
expecting just a few months ago”. But he also
expects renewed pressure on the rand, especially
in the second half of the year as US interest rates
start rising. While he doesn’t expect local interest
rates to fall, “they will be lower than what we
would have been without the oil price slide”.
However, he adds: “We won’t be able to take
full advantage of the improved global conditions
because of the electricity story.”
While the performance of the global economy
can be said to determine the potential of the local
economy, if factories can’t generate electricity for
their manufacturing processes, global demand
can be as high as it’s ever been, it still won’t boost
the performance of South Africa’s economy. In
fact, we’d be left further behind.
WHERE DOES THAT LEAVE SA’S IT SECTOR?
Irnest Kaplan, MD of Kaplan Equity Analysts,
highlights the linkages between South Africa and
the global IT sector are not straightforward. “The
IT sector in South Africa is pretty much a function
of the health of our economy because its main
clients are the big corporations, so if the local
economy is doing well, the IT sector does well.”
He points out, however, that a blanket
assessment is impossible as certain factors affect
different companies in different ways. The lower
oil price, for example, is taking a heavy toll on
Nigeria whose economy is hugely dependent
on oil revenues. That will negatively affect MTN
as the weaker currency – the naira has devalued
by about ten percent in the past three months –
means less revenue in rand terms.
“While a stronger US economy is good for our
big companies generally, which benefits the IT
sector, there are other issues to consider. If the
rand weakens further against the dollar it makes a
lot of imported IT products more expensive. Some
companies will say, ‘right, we’ve got a budget of
X-million rands so we have to buy less volume’.
Others say they won’t buy less but will downgrade
or ‘spec down’. For example, instead of buying
two-terabyte hard drives they’ll opt for oneterabyte. It makes them think about what specs
they really need.”
Kaplan describes the state of the IT sector as
“not doing remarkably well, but solid” and he
expects a similar performance to last year, if

Rian le Roux,
Old Mutual

not slightly better. Local conditions, though, are
important and the electricity crisis could dent the
sector’s performance. “If there’s another big rise in
electricity tariffs it will hit companies that spend
a lot on electricity. Load-shedding would make
it more costly to do business with the extra costs
of backup power and generators. Adverse local
conditions may lead to large corporations cutting
back on their IT spend.
“Although IT is a very important part of business
it’s still an area that companies will cut in tough
times and get by with what they’ve got.”
Over the long term, though, “I’m pretty
comfortable the IT sector will do well. It’s a
robust sector that’s becoming increasingly
important to business.”

“ADVERSE LOCAL CONDITIONS
MAY LEAD TO LARGE CORPORATIONS
CUTTING BACK ON THEIR IT SPEND.”
Irnest Kaplan, Kaplan Equity Analysts
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POWER OF THE RAND |

GLOBAL ECONOMY, LOCAL
COMPLICATIONS
SOUTH AFRICANS HAVE BECOME ARDENT CURRENCY WATCHERS, A CURSE OF TIMES
PAST WHEN THE RAND WAS BEATEN HALF TO DEATH AND EVERYTHING IMPORTED BECAME
SUDDENLY UNAFFORDABLE. THE TEN PERCENT LOSS IN RAND VALUE LAST YEAR IS NOTHING
NEW TO SOUTH AFRICA’S TECH COMPANIES, WHO HAVE SURVIVED FAR WORSE.
BY CIARAN RYAN PHOTO: SUPPLIED

n what must rate as one of the most mistimed editorials in recent memory, Bloomberg
opened 2015 with a rather smug piece advising its
readers to ‘Stop worrying about currency wars’.
Boom. A week later, on 15 January, the Swiss
central bank unshackled the Swiss franc from
the moribund Euro and all hell broke loose.
The franc soared 41 percent against the Euro
in a matter of hours, sinking several retail forex
(foreign exchange) brokerage houses and,
it’s rumoured, more than a few hedge funds,
including the $830 million Everest Capital Global.
The Russian rouble lost 50 percent against the
dollar last year due to falling oil prices, though has
since started to claw back some of these losses.
The Japanese yen is down 20 percent against the
dollar over the last year, so the rand’s ten percent
loss looks rather respectable. If we take a longer
timeframe, say from 2011, the rand is down 35
percent against the dollar.
Currency wars are real and will become a
feature of life for some time yet. James Rickards’
book on the subject, aptly entitled Currency Wars,
points out currency wars have happened before –
twice in the last century alone – and they always
end badly. “Time and again, paper currencies
have collapsed, assets have been frozen, gold
has been confiscated, and capital controls have

I
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been imposed. And the next crash is overdue.
Recent headlines about the debasement of the
dollar, bailouts in Greece and Ireland, and Chinese
currency manipulation are all indicators of the
growing conflict.”
Currency volatility is a key risk for most South
African businesses, because of the difficulty it
poses in budgeting and pricing. Tech companies
are brutally exposed to currency fluctuations,
since import prices can change day-to-day.
Neels Coetzee, chief financial officer for Mustek,
says a weaker rand leads to higher rand prices for
tech imports, something customers have come to
accept over time.
The standard business strategy in times of
currency volatility is to take forward cover, a kind
of insurance policy. The problem here is this is
costly and companies try to absorb some of the
currency fluctuations themselves – say two to
five percent. Any variation beyond this typically
requires some kind of hedging strategy.
“One strategy is to hedge against rand weakness
by entering into Forward Exchange Contracts
(FECs), but this option has the opposite effect
when the rand strengthens as the exchange rate
gets locked in and the customer will have to
pay the higher FEC rate. It’s clear there’s no easy
solution for this problem when the rand is so

volatile,” says Coetzee. “It’s easy when the rand
moves in one direction, but volatility makes it
impossible to always cushion yourself.”
FALLING RAND, FALLING TRADE
Uwe Brandkamp, sales director at WestconComztek, says a sharply deteriorating rand is
almost immediately reflected in declining sales,
as happened towards the end of last year. “This is
mainly due to products becoming unaffordable in
the consumer space, or exceeding the budgets of
small businesses. For bigger corporate customers
the effect is indecision, a wait-and-see approach,
or in some cases revising budgets to make
projects fit, and even adjusting project scope to fit
into existing budgets.”
Companies are unable to purchase foreign
exchange without placing a product order with
an international vendor, which limits their tools
to manage the currency risk. “The best way to
remedy this is for us to buy stock at the right time,
and to try and shield our customers from further
fluctuation by purchasing forward cover at the
time we receive their order,” says Brandkamp.
The gyrations of the rand are not felt evenly
across the tech sector. A ten percent devaluation
in the rand can take two or three months to bite
in some segments of the tech market, but the
effects are more or less immediate in others.
“Faster moving goods like notebooks and
tablets have channel inventories that create some
lag, but order-for-deal sectors like high-end
servers, storage, security and software feel the
impact immediately as everything is based in US
dollars,” says Craig Brunsden, executive director at
AxizWorkgroup.
There’s a perverse benefit in rising rand prices
caused by a weaker currency in that companies
can report higher revenue growth. But anyone
paying attention to the sector knows to look past
this to the underlying profit growth.
Then, of course, you have the ineluctable
downward movement in tech prices in US dollar
terms, which offsets some of the local currency
weakness. “We have stringent treasury processes
to manage the volatile currency and this forms
a key piece of our operational management

Neels Coetzee,
Mustek

“THE VOLATILITY IS WHAT REALLY
HURTS MORE THAN A GRADUAL
STRENGTHENING OR WEAKENING.”
Craig Brunsden, AxizWorkgroup
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ADVERTORIAL

RAW SPEED
HIGH-SPEED CONNECTIVITY IS A POTENTIAL
GAME-CHANGER FOR CIOS – PARTICULARLY
THOSE WITH BIG AMBITIONS FOR ICT’S ROLE IN
THE BUSINESS.

ne of the megatrends that’s subtly changing the nature
of business is the growing availability of high-speed
connectivity for enterprises of all sizes – fibre-optic to the
business, in other words. Hardly a week goes by without
news of another network company’s investment in laying
down fibre.
“Speed for its own sake is all very well, but CIOs need to
understand the potential impact of fibre on the business. At
a more strategic level, too, they should be alive to the way
in which the advent of high-speed networks can be used
to support the evolution in the CIO’s role, from technology
provider to strategy enabler,” says Reshaad Sha, chief
strategy officer, Dark Fibre Africa.
As regards business impact, Sha says that high-speed
networks are now making the cloud computing model
realistic by guaranteeing performance levels that are
equivalent to those provided by onsite systems. Using the
cloud allows CIOs to deploy new applications to support
business requirements rapidly. It’s a simple fact that the
nature and pace of competition these days, combined with
customers who are significantly less loyal, means that new
business ideas have to be rolled out rapidly. Cloud enables
this in a way that traditional, in-house ICT, with its long
project lead times, is ill-equipped to do.

O

Working smarter at warp speed
Rapid deployment is one positive impact, another is the
ability to scale capacity up or down in line with business
needs. A third positive impact is cost. Because they’re
provisioned and billed according to use, cloud services are
inherently cheaper – especially when one considers the
fact that human resource and capex costs are reduced or
even eliminated.
Another series of business impacts can be grouped under
the general heading of ‘productivity’. Today’s business

Reshaad Sha, chief
strategy officer, Dark
Fibre Africa

environment is increasingly a global one, with competitors,
customers and business partners located anywhere
across the globe. High-speed connectivity makes this
model workable by enabling collaboration between all
of a company’s offices wherever they are, as well as its
business partners.
“Collaboration is very much a key principle these days,
and the effectiveness of collaboration platforms such as
high-definition video-conferencing, web collaboration
tools and shared workspaces is very much a function
of network speed,” Sha says. “At the same time, network
quality has a major role to play in customer service.”
Fibre networks also deliver voice over IP at a quality
far superior to conventional fixed-line telephony, with
significant cost advantages.
But, Sha argues, CIOs must also consider how these
business benefits can also be leveraged to help reposition
their own role in the enterprise, and thus the role of ICT
itself. “The old model of owning and running ICT in-house
tended to cloud CIOs’ thinking because they always had
budget and resource issues to deal with, not to forget
the risk and distraction of large-scale projects,” he says.
“Thanks to high-speed connectivity, the CIO is free to
focus on his or her true role as a business and strategy
enabler, not a mere provider of technology.”

www.dfafrica.co.za
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“SOUTH AFRICA’S WIDE DOMESTIC
TRADE ACCOUNT AND BUDGET
DEFICITS SPEAK OF AN IMBALANCED
ECONOMY WHERE WE CONSUME MORE
THAN WE PRODUCE.”
Rob Price, ETM Analytics

systems. We have to simply manage it. The
volatility is what really hurts more than a gradual
strengthening or weakening,” says Brunsden.
“We have a dedicated treasury team that
manages our currency exposure on a daily basis.
We’ve set policies and react to unusual volatility
by implementing short-term plans to cover our
risk. We work closely with our resellers and they,
in turn, work with the end customers to agree
plans for each major deal. Some choose to pay
the prevailing rate on day of order and some
prefer to cover in advance.”
Most companies have hedging strategies
that go beyond forward cover purchasing. This
is a highly competitive market where every
percentage difference in pricing counts, so
no-one wants to squeeze themselves out of
the market on price. “It’s not only about forex
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management, but inventory management and
vendor relationships to manage a volatile input
cost. This isn’t only the rand but the US dollar
price and how this compares to other competitive
brands on the shelves at any point in time. No
matter when you pay for goods, there’s a risk. Pay
too early when the exchange rate is weak, and
then it strengthens, and you’re in trouble. You
then need to factor this against the extra cost of
working capital,” adds Brunsden.
2015 RAND OUTLOOK
The rand enters 2015 on a precarious footing
after losing over ten percent against the dollar
in 2014 and almost five percent in the month
of December alone. Despite being technically
undervalued, the fundamental fragility of the
rand could still see the local currency lose further
ground against the majors before the tide shifts
through 2015.
“South Africa’s wide domestic trade account
and budget deficits speak of an imbalanced
economy where we consume more than we
produce and a bloated government which is
unable to restrain its spending relative to its
pressured tax base,” says Rob Price, economic
analyst with ETM Analytics. “These imbalances
make the rand particularly susceptible to foreign
capital outflows during periods of increasing
global financial market volatility.”
Price says while the rand remains fragile,
demand for the US dollar is likely to remain
strong in the first half of 2015 due to the slight
economic outperformance in the United States
relative to the rest of the world. This is turn will
bolster the dollar, but this strength could be
tested in the second half of the year as questions
are asked of the underlying strength of the US
economic recovery.
“Faltering confidence in the US Federal Reserve
Bank’s ability to follow through with what is
currently expected to be the first period of interest
rate hikes since 2006 could see a unwind of the
long dollar trade into year-end, providing respite
for the rand,” says Price.
“We would advise the business community to
remain wary of rand weakening risks through
first half of 2015, particularly against the US dollar
and other developed market currencies, but
investors should remain cognisant that the rand
is undervalued and the dollar’s place in the sun
could fade later in the year,” he concludes.
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OUTSOURCE OR INSOURCE |

CLIMBING A
MOUNTAIN TO THE
CLOUD
OUTSOURCING IT APPLICATIONS AND
INFRASTRUCTURE OFFERS ORGANISATIONS GREATER
AGILITY AND FLEXIBILITY AS WELL AS POTENTIAL
COST-SAVINGS. THE JOURNEY TO OUTSOURCING
THROUGH THE CLOUD, HOWEVER, IS SOMETIMES
FRUSTRATING AND DAUNTING.
BY SIMON CASHMORE PHOTO: KAROLINA KOMENDERA

oni Serra spent much of his December holiday
trekking up Mount Kilimanjaro. Back at work,
the Nampak CIO has another mountain to climb.
He needs to find a suitable cloud computing
service provider for the packaging group.
Serra has canvassed several cloud computing
vendors but claims none meet his requirements.
“We want cloud computing that provides us with
reliable, variable, consumption-based business
process-enabling services. We want to be able
to scale up or scale down, depending on the
demands of the business, and be billed only for
the services we use,” he says.
Serra argues that some big service providers
could meet Nampak’s requirements but claims
they’re reluctant to shift from the traditional
business models that have earned them big
profits in the past. His quest for a suitable cloud
computing provider is more than just a ‘spotcheck’ on the wares of local IT services suppliers.
Nampak has already committed itself to a
comprehensive cloud computing strategy. It has
outsourced its IT department and is now looking
to outsource its IT assets.

T

“POTENTIAL COST SAVINGS ARE ALSO
AN ATTRACTION BUT I HAVE DOUBTS
ABOUT WHETHER THESE WILL ALWAYS BE
REALISED.”
Carol Thomas, Avbob

14

ISSUE #3 | 2015

“We’re in the process of getting our IT assets
off our balance sheet. We’re selling them to a
third party who will supply us with IT services,”
says Serra.
Nampak’s decision to outsource its IT resources
has yielded substantial savings for the group. “Our
2015 IT budget is less in real terms than it was in
2005. This is despite the increase in services we
provide and the number of users we support. Our
IT staff, for example, has fallen from around 40
employees to just eight, and that includes me,”
adds Serra.
However, cost-savings are just part of the
reason Nampak decided to shift its core enterprise
resource planning (ERP) applications and IT
infrastructure into the cloud. “Three years ago
Nampak’s executive endorsed a new IT strategy
that would provide the group with a simplified,
scalable, consumption-based IT environment
to support its various businesses units. This
environment would be rolled out throughout
Nampak across a private cloud,” says Serra.
Nampak’s executive remains committed to this
strategy but is frustrated that an appropriate cloud
computing services provider has yet to be found,
he adds.
Nampak’s senior management is keen to
capitalise on the flexibility, agility and extensive
reach of IT services, as well as potential costsavings, offered by cloud computing.
“Nampak is a big manufacturing group. It’s
often involved in mergers and acquisitions and
the disposal of businesses. We want to be able to
quickly provide IT services to new users, or quickly
reduce the number of users, without incurring
additional costs,” says Serra. He adds that the
ability to swiftly deliver critical information to key
decision-makers within the group would provide
Nampak with a strong competitive advantage as it
expands throughout Africa.
Suren Naidoo, CEO at CIO Consult, says a lot
of local organisations are taking advantage of
the attractive pricing offered by many service
providers and outsourcing their IT applications
and infrastructure into the cloud. “Outsourcing
has been with us a long time. Companies were
outsourcing their payroll operations to payroll
bureaus 30 years ago. Migration to the cloud is
just an extension of this process,” he says.
Naidoo says many local service providers have
invested heavily in technology infrastructure
and resources and have trimmed prices in order
to attract customers and achieve economies
of scale. Several international cloud computing
service providers have also entered the South
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African market, he adds. “The market is reaching a
tipping point,” says Naidoo.
Despite the well-touted benefits of cloud
computing, and other forms of outsourcing, many
local organisations are holding on to their IT
assets and infrastructure. Concerns about possible
data security breaches and lapses in governance
obligations have long been a stumbling block
to migrating to cloud services and outsourced
facilities such as Software as a Service (SaaS) and
Infrastructure as a Service (IaaS). Vendor and
service continuity is another major concern.
Big international service providers may offer
the security of likely longevity but they are also
more prone to dropping or restructuring product
offerings that could disrupt the operations of local
clients. The cost to clients of suppliers changing
or just upgrading their services, as well as faltering

on service performance and availability, can
be substantial. Staff productivity is frequently
impaired by the need to learn new systems
and processes because of changes in services
delivered by external suppliers.
One of the biggest obstacles to extensive
outsourcing of IT applications and systems is
the impact it has on the business operations of
an organisation. Nampak’s Serra confirms that
the company’s shift to outsourcing has resulted
in a major overhaul to the way it conducts
its business. “Our whole business model has
changed,” says Serra. Relations with IT suppliers
have also changed. “We expect to be able to
share the benefits of any cost savings as well
as work together to manage risk and other
variables,” says Serra.
For many South African organisations such big
changes are too disruptive. Funeral services and
insurance firm Avbob, for example, is keeping its
IT applications and infrastructure in house. It is
wary of outsourcing to cloud computing because
of its far-reaching effect on business processes.
“We’re a very conservative organisation. We’ve
taken a look at cloud computing but aren’t
making any moves in that direction,” says Avbob
CIO Carol Thomas.
“Security is obviously an issue but the main
reason we’re not moving is that cloud computing
requires major changes to the organisation and
we’re just not ready for that. We’re keeping all our
IT in-house,” she adds.
Thomas says a far more pressing concern for
Avbob is the creation of business intelligence
systems that will retain and distribute the knowledge
and experience the organisation’s key personnel
have acquired over many years. “A lot of our senior
staff are retiring. It’s important that key business
intelligence is retained. We’re an old business and
have built up a substantial core of knowledge,”
she says. Such knowledge goes beyond traditional
business information, says Thomas, and includes a
lot of ‘softer’ know-how specifically related to the
provision of funeral services.
Thomas believes many organisations
outsource to cloud computing environments
because of the flexibility and agility they offers.
“Potential cost savings are also an attraction but I
have doubts about whether these will always be
realised,” she adds.
The outsource journey, which often culminates
in a migration to cloud computing, much
resembles a hike up Mount Kilimanjaro. The
prospect of new horizons is alluring to some but
to others it makes more sense to stay put.
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ICT IN THE
REAL WORLD
Christie Olivier,
Accenture South
Africa

THE PARADOX IS THAT ICT
BUDGETS REMAIN UNDER
PRESSURE WHILE BUSINESS
RELIANCE ON TECHNOLOGY
GROWS. WHAT ARE THE ISSUES
AND HOW IS THE CIO COPING?

BY JAMES VAN DEN HEEVER PHOTO: KAROLINA KOMENDERA

fter years of austerity provoked by the 2008
financial crisis, global IT budgets seem to be
on the path to recovery. A Computerworld survey
showed that 43 percent of IT executives expect
their budgets to increase by up to 13.1 percent,
with the expected average increase to be 4.3
percent. Gartner predicts a global increase in IT
spend of 2.4 percent this year.
BMI-T senior IT analyst Clinton Jacobs says his
sense is that South African IT budgets are going to
remain flat, with actual cuts the exception.
Better than nothing, of course, but given
business’ increasing reliance on technology not
only to enable processes but to interact with
customers and drive new business, it’s clear CIOs
continue to walk a tightrope. Indeed, most do
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report they’re under continuous pressure to do
more with less — and they’re adopting a range
of strategies to help them. But, says George
Ambler, executive partner at Gartner South Africa,
this budget pressure is largely self-inflicted. He
says CIOs who have successfully turned the
conversation from ‘cost’ to ‘value’ experience no
lack of budget. “You can only cut so much before
you get to muscle,” he argues. “In any event, IT
budgets are generally small in relation to overall
budgets, so cutting them is largely insignificant in
the bigger scheme of things.”
CIO IN THE HOT SEAT
To change the nature of the conversation, notes
Peter du Plooy, CIO at Engen, it’s critical the CIO

“IT BUDGETS ARE
GENERALLY SMALL IN
RELATION TO OVERALL
BUDGETS, SO CUTTING
THEM IS LARGELY
INSIGNIFICANT IN THE
BIGGER SCHEME OF
THINGS.”
George Ambler, Gartner

is able to understand what the company needs.
This means looking beyond purely what is needed
to enable the current strategy; the CIO must
demonstrate how IT can help the business grow
and even transform itself. He says technology is
enabling startups and competitors from other
industries to cherry-pick profitable components of
existing value chains. “IT has to show how it can
help companies fend off these competitors and/or
find new opportunities,” he says.
Part of the answer, says Christie Olivier,
CIO at Accenture South Africa, is running the
IT department as a business, something that
Accenture has been doing for a while. Generally
speaking, the approach is to allow business units
to choose which services they want from IT,
with customer feedback transparently available
internally. “In addition, I don’t set my own targets,
the business does,” he says.
Another component of the IT budgetary
dynamic, points out Clive Donninger, CIO at
Associated Motor Holdings, is that business units
are paying for (and commissioning) systems they
particularly want – something that cloud enables.
But, says Donninger, integrating the system into
the IT architecture is always the CIO’s problem
“because data has to be universal.”
REAL-WORLD BUDGET STRATEGIES
One of the most obvious approaches CIOs are
taking to balancing budgets is longer retention
of systems or systems components – ‘sweating
the assets’. The Dimension Data 2014 Network
Barometer Report shows that 51 percent of all
devices are ageing and obsolete, its highest
level in six years. Chances are the same thing is
happening within datacentres and server rooms.
The Dimension Data research also shows, perhaps
surprisingly, that older technology tends to ‘fail
less frequently and take less time to repair’ –
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those stories of old AS/400s chugging away in
broom closets somewhere, undisturbed because
they just get the job done, seem to be true!
Accenture’s Olivier probably speaks for most
of his peers when he argues that a sophisticated
approach to IT lifecycle management and strong
backup plans are needed to strike the right
balance between buying too frequently and
keeping for too long.
Vijay Naidoo, head of IT at Appletiser, pinpoints
one important strategy: building support into
upfront capex costs, something that Engen’s
Du Plooy also advocates. Naidoo believes new
technology shouldn’t be purchased for its own
sake, saying the mean time to repair, probability
of failure and business impact have to be factored
into decisions about which assets to sweat.
He turns out to be a CIO with a faithful AS/400
still doing its job: “It’s all about what serves the
business’ needs,” he says.
Other tactics include virtualisation – something
that just about everybody has done, in Olivier’s
opinion – and automation. CIOs and analysts
all agreed that automation of both business
processes and the IT organisation itself have
potential but Du Plooy cautions that automation
requires a deep understanding of the relevant
business processes, and presupposes a clean-up
of the legacy environment.
Cloud, and outsourcing generally, are also
avenues that hard-pressed CIOs are following
but the issues need to be clearly understood.
For example, says Donninger, the outsourcing of
systems development is not really a big cost-saver
but it does provide agility and shifts costs from the
IT budget to the business unit wanting the work
done. To be successful, though, the outsourcing
of development means the organisation needs
excellent business analysts to ensure the work is
adequately specified – a real challenge.
When it comes to cloud, however, South
African CIOs generally have been slow adopters.
Targets include network management and
PABX in the case of Appletiser, and testing and
development in Ambler’s experience. Engen
moved around ten of its non-core applications
offsite in order to test the water and build an
understanding of the governance requirements
particularly relating to data.
And, says Donninger: “We won’t buy server
hardware again.”
Ashwin Goolab, who heads up EY’s IT Advisory
in Africa, says African CIOs are benefitting from
the experience of developed-world CIOs and
enabling world-class competitiveness by not

UNDERSTANDING VALUE
CIOs have to understand that value is not absolute, and they need to see the difference
between tangible and intangible value, between intrinsic or market value and the value
recorded on the company’s books, and the business value of IT systems and the data they
contain.
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Source: Clive Longbottom, “Sweating your datacentre’s IT assets—is it a good idea?”, available at
http://www.computerweekly.com/feature/Sweating-your-datacentres-IT-assets-is-it-a-good-idea

investing in expensive self-owned systems,
especially as far as non-core areas are concerned.
THE PEOPLE CONUNDRUM
As always, staffing is a complex issue but CIOs are
up- and cross-skilling staff in order to improve
organisational effectiveness. There’s an emphasis
on a combination of business and technology
skills to better deliver value to the business –
specialists are best accessed as needed from
third parties, says Donninger. This approach
opens up new opportunities for IT professionals
but it makes them more valuable. “HR and pay
policies often don’t keep pace with reality for IT
organisations,” says Du Plooy.
In conclusion, one thing is clear: IT budgets have
to be seen in terms of business value rather than
simply cost. And, says EY’s Goolab, drawing on his
experience as a CIO, the value calculation has to
take into account the running costs of any project.
“Too often, ‘run’ costs account for 80 percent
of IT budgets – the trick is to reverse that so that
80 percent goes to growing and transforming the
business as a whole.”
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TAKE A FRESH LOOK AT YOUR
CONTRACTS
THE FINE PRINT ON SERVICE LEVEL AGREEMENTS AND CONTRACTS TENDS TO TAKE A BACK
SEAT UNTIL PROBLEMS ARISE. FORTUNATELY, NEW LEGISLATION LIKE POPI WILL PRESENT
AN IDEAL OPPORTUNITY TO REASSESS AND RENEGOTIATE CONTRACTS FOR BETTER
PROTECTION, SERVICE DELIVERY AND, ULTIMATELY, BETTER VALUE FOR MONEY.
BY TRACY BURROWS PHOTO: SUPPLIED

erushka Deosaran, technology and privacy
lawyer at Norton Rose Fulbright, says in the
fast-moving world of IT, many organisations tend
to skim over the fine print or skimp on detail when
concluding deals. “Some people don’t appreciate
the risks involved in having scant or no formal
contracts and prefer the ‘gentleman’s handshake’
approach to business,” she says. In an environment
in which everyone is happy and the system is
working, this may be fine – for a while. “But the real
value of SLAs and other contracts emerges the day
something goes wrong,” she says.
Deosaran often advises in cases where parties
have neglected to include specifics in contracts,
or where contracts have been changed without
relevant stakeholders being informed. “It’s safer
to have a comprehensive written contract,
tailored for the transaction, at the outset, and it’s
important the provisions of the contract, or any
amendments to the contract, are communicated
to all role players,” she says.
“When we draft contracts, we usually add
specific governance clauses saying, for example,
that a project team should meet a certain
number of times per month. If such terms are
not communicated to the relevant people, the
team may unwittingly be failing to abide by
the terms of the contract, which could give rise
to problems. Projects with good governance
processes tend to run more smoothly than
those without, because governance committees

N

“THE REAL VALUE OF SLAS AND OTHER
CONTRACTS EMERGES THE DAY SOMETHING GOES
WRONG.”
Nerushka Deosaran, Norton Rose Fulbright
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provide a forum for where issues can be tackled
before they become problems,” she says.
Deosaran adds that the schedules attached
to the contract, detailing specifics around
the technologies and service levels in the
agreement, are also crucial. “This is the meat
of the agreement, and needs to be specific,”
she says. “You’ll often find these are drafted too
thinly to be useful in case of a dispute. If you
want to enforce performance but the services
are not properly described, it becomes very
hard to identify what was agreed and to enforce
performance and adherence to service levels.”
TIME FOR A CHANGE?
In the IT sector, change is constant, and many an
organisation has found itself tied in to services,
technologies or pricing that become outdated
during the contract period. Organisations
may also wish to move to different service
providers or new solutions. This is where the
initial contract is important. “At the start of the
contract, organisations need to think about the
circumstances under which they might want
to renegotiate or even terminate the contract.
The contract should cover termination rights,
procedures and the transition process at the end
of a contract period,” she says.
Renegotiating contracts can happen at any
stage, if both parties agree, but the end of a
contract period or the implementation of new
legislation presents an ideal opportunity for
organisations to reassess and renegotiate their
contracts, says Deosaran.
“The renewal phase or end of year is always
a good time to raise issues for amendment.
Organisations could also use the Protection of
Personal Information Act (PoPI) as an opportunity

Cleo Becker, Hitachi
Data Systems

to review contracts and make amendments.”
While a date for PoPI implementation has not
yet been announced, proactive companies
are already making moves to become PoPIcompliant, she says.
MANAGING CONTRACTS
Cleo Becker, regional counsel for sub-Saharan
Africa, Middle East, Pakistan, Turkey, and Israel –
Legal and Compliance for Hitachi Data Systems
(HDS), advises on contracts both as a customer and
a service provider. She says how often contracts
are reassessed and how they’re managed depends
largely on the category of spend.
“Key supplier contracts should be reviewed
quarterly, bi-annually or annually from a service
perspective to ensure they still meet the business’
needs,” she says. “For example, HDS tends to
re-assess contracts for the supply of stationery
annually, and contracts for the supply of fixed/
mobile telephony every two to three years. These
decisions are all dependent on the duration of the
contracts in question, the complexity and also if
there are significant market changes,” she says.
“Categorising contracts in a logical order of spend
and importance will assist the business to drive
which suppliers are selected and how they’re
managed, as there needs to be a return for the
invested time and effort.”
Becker believes it’s good practice to have multivendor strategies: “This ensures a competitive
environment for suppliers and creates and drives
quality and enhanced commercial offerings. A single
source strategy can lead to supplier complacency
and may increase the risk to the business.”         
She says cost is one of the factors behind
decisions, but that quality, services, project
management, transition, transformation, B-BBEE,
TCO and ROI also form part of the evaluation
process. “Ultimately, it’s about who offers the best
value to meet the stated requirements.”
DRAFTING SLAS
When it comes to SLAs, Rohan Isaacs, director
and head of IT and technology at Norton
Rose Fulbright, says a contract in which both
parties achieve what they want is the ideal.
“The customer is entitled to a high standard of
service and value for the money they pay. The
service provider is entitled to fair treatment and a
reasonable profit. Contracts that don’t recognise
this are a recipe for problems. We always
remember that, after we’ve drafted and negotiated
the contract for our client, the parties will need to
work together, sometimes for years in the future.”

Becker adds: “As a customer, HDS has a variety
of SLAs for service-based contracts that meet the
needs of what each department stipulates. As a
supplier of enterprise IT solutions, HDS is often
asked to provide its customers with service levels
pertaining to its products and services relating to
items such as availability, uptime and response time
and these service levels may need to be flexible
depending upon the customer’s requirements.”
While most customers and suppliers generally
try to endure fair and balanced SLAs, continuous
improvement is always possible as markets and
suppliers evolve, says Becker. “For example, from
a customer perspective, if suppliers achieve SLAs
of 100 percent, they become business as usual by
default and not an effective management tool.
“Standard contract management can be used
through quarterly, bi-annually or annual contract
governance reviews. Internal business feedback,
and undertaking regular service/performance
reviews with the business unit heads is also
advisable,” she concludes.
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AN INDEPENDENT
WAN?
AS THE SOUTH AFRICAN TELECOMMUNICATIONS
LANDSCAPE HAS DEVELOPED IN RECENT YEARS,
MANY LARGE ENTERPRISES HAVE BEEN FORCED
TO LIMIT THE FLEXIBILITY OF THEIR WIDE AREA
NETWORKS (WANS), AND HAVE UNDERVALUED THE
IMPORTANCE OF IMPLEMENTING A NETWORK THAT IS
CAPABLE OF BEING INDEPENDENT AS IT GROWS.

ntil fairly recently, it was virtually impossible for an
enterprise to implement a network service provider
agnostic WAN in South Africa. As the industry deregulated
and new network service providers emerged, WAN
independence became more easily achievable.
Today, there’s an abundance of peering fabrics, carrier
neutral data centres, undersea cable systems, national
networks, and metropolitan networks which have all played
a part in reducing the cost of bandwidth and enabled third
or smaller second tier ISPs to compete for business in
spheres that they could previously operate.
Increased competition not only offers clients more
freedom of choice, it’s also forcing network service
providers to focus on delivering higher quality services at
lower margins, for the betterment of the economy and
country as a whole. For instance, an enterprise with an
independently operated network can now choose from
several last mile service providers, national carriers, or
transit providers, and expect a realistic level of service and
uptime from a service provider, at a fair price.
Despite all of these hard-won freedoms, many companies
that operate large networks still outsource the entire WAN
management and operation to a single service provider,
resulting in their core network becoming so entangled with
the service provider that this can pose a significant risk to
the business.
Often this risk isn’t even considered until it’s too late to
do anything about it. This is often due to a lack of market
knowledge.
It’s entirely possible to convert a network to being
independent. It does, however, it requires both market
knowledge and effort, as well as investment in the
necessary equipment.

U

Steps to network independence:
• Administrative and regulatory considerations: it’s
relatively easy task for an enterprise to obtain their own

Edward Lawrence,
Director - Business
Development Workonline
Communications

private range of public IP addresses (for South Africa, IP
address allocations are managed by AfriNIC), as well as
registering a CECS license with ICASA, should they wish
to offer electronic communication services.
• Managing the network: many enterprises don’t
have the necessary skills to manage a core network.
There’s a general shortage of specialised skills in
WAN management in South Africa. However, there
are companies that offer independent core network
management services. The cost-saving inherent in
having an independent network in most cases covers
the cost of outsourcing the core network management.
Companies unsure about investing in the future of their
WAN, should consider the following: the world’s effective
capacity to exchange information through two-way
telecommunication networks has grown from 281
petabytes of (optimally compressed) information in 1986,
to 471 petabytes in 1993, and to 65 (optimally compressed)
exabytes (482304 petabytes) in 2007.
It’s clear that enterprises have no alternative but to invest
in the necessary resources, equipment and regulatory
compliance to implement an independent WAN that can
evolve with their business to accommodate their needs.

Workonline
communications
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CLOUDY, WITH A CHANCE OF
OUTAGES
AS MEGATRENDS GO, THE CLOUD HAS REMAINED AT THE TOP OF THE LIST FOR A LONG
TIME, BUT SOUTH AFRICA’S LANDSCAPE PRESENTS SOME INTERESTING OBSTACLES. DOES
IT REALLY OFFER THE COST-CONSCIOUS CIO THE BEST VALUE OVERALL?
BY TAMSIN OXFORD PHOTO: KAROLINA KOMENDERA

ising up into the stratosphere, surrounded by
the cumulonimbi of technology and
connectivity, a swarm of statistics and facts about
the wonders of the cloud lure the business with
low price tags and high efficiencies. Gartner has
estimated that by 2018, Software as a Service
(SaaS) will become the dominant model for
consuming application functionality, and labelled
cloud as the key disruptive technology of the
decade. However, this solution relies on
connectivity to provide its plethora of services and
that could present challenges at a local level.
Regular connectivity outages and the cost of
bandwidth make it easy to assume that cloud’s
value is not as easily found within the South
African IT space as elsewhere in the world.
“The main issue with cloud is that it’s available
over the internet and internet capabilities in the
country need to reach a certain level for cloud to
be effective,” says Bruce von Maltitz, managing
director, 1Stream. “Adoption has been slow while
the focus has been on ensuring we have proper
internet capabilities and the higher costs of
connectivity have slowed things down. However,
current trends indicate that bandwidth prices are
coming down and speeds increasing.”

R

“BANDWIDTH IS ONLY A PROBLEM IN
REGARDS TO THE EXTENT TO WHICH
IT IMPACTS AVAILABILITY AND
PERFORMANCE.”
Paul Mullon, COR Concepts

Although the cost of bandwidth has been
almost prohibitive in the past, the value of
cloud lies in its ability to streamline investment
and maintenance budgets. Lower cost of
infrastructure, price-adaptable licensing options,
support and maintenance shifting into the hands
of the provider, applications on any device and
platform – the cost versus functionality equation
of cloud is hard to beat.
The nature of the offering from cloud is likely to
evolve now that bandwidth is improving and will
continue to form a part of enterprise IT strategy
for some time to come. Paul Mullon, managing
director at COR Concepts, believes that cloud as a
megatrend is here to stay.
“While South African bandwidth lags behind
many other parts of the world, it can only increase
in speed and performance,” he adds. “Bandwidth
is only a problem in regards to the extent to which
it impacts availability and performance. So long as
the latter meets the requirement, especially under
load and peak periods, then our relatively poor
infrastructure can be deemed adequate.”
Infrastructure is certainly creaking under
the weight of demand. In January 2015,
Eskom revealed that businesses can expect
approximately three years of load-shedding. Of
course, this timeframe could extend further as
time goes on.
“There’s no doubt that electricity and connectivity
outages increase the cost of doing business here,
making it more difficult for South African service
providers to compete globally with other cloud
service providers,” says Yossi Hasson, CEO of Synaq.
“That being said, we do have an advantage in
terms of what it costs to employ skilled people in
the country. And while infrastructure costs are a
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DOING MORE WITH
LESS ICT BUDGET
THE PAST FEW YEARS HAVE BEEN CHALLENGING
FOR BUSINESSES OF ALL SIZES ACROSS MANY
INDUSTRIES. WHILE THERE HAVE BEEN POSITIVE
SIGNS, THE GLOBAL ECONOMY HAS YET TO BOUNCE
BACK. ADDING TO THE COMPLEXITY OF THE
SITUATION IS AN INCREASINGLY COMPETITIVE
MARKETPLACE THAT IS FORCING COMPANIES TO
REMAIN INNOVATIVE WITH SMALLER BUDGETS.

t seems the days are long gone where companies
could afford to significantly invest in new technology
without looking at its effectiveness within their particular
organisation. Fortunately, the role of the CIO has evolved in
these difficult times to be more influential in the business
decision-making process from a strategic level. They are no
longer limited to being on the periphery when it comes to
budget spend. Instead, they form an integral part of the
C-suite and can help drive business implementation.
The CIOs who are the most successful in this new
dispensation are the ones who understand how to get great
value for money by economising new implementations
and being selective in the technology they choose to
implement. So while the luxury of trying every new piece
of technology innovation is gone, the CIO is now able
to better determine which solutions will be more easily
integrated into existing operations.
With so many technology solutions available, there’s
a real sense of the CIO being spoilt for choice. However,
one innovation that’s been getting a lot of traction in the
business environment is cloud computing. MTN Business
saw significant interest from corporate customers around
the cloud environment in 2014.
One of the drivers for this has been the increased
mobile adoption from South Africans. More affordable
smartphones, faster internet connectivity, and cost-effective
data rates have all contributed to the emerging smartphone
market especially in the entry-level segment. This has seen
mobile apps growing in popularity catering for virtually any
business and consumer need.
With mobility being a key enabler for a cloud approach,
MTN has invested significantly in its network infrastructure

I

Neil Tomkinson,
CIO MTN South Africa

to ensure that it provides reliable connectivity. This means
business users can access corporate data in the cloud
with confidence irrespective of where they are. Increased
productivity and improved turn-around times also mean
that a cloud-based approach enables the CIO to get
considerably more done with less.
Mobile workers can easily get real-time information from
back-end systems and deal more effectively with customer
requests while in the field. Administrators can also easily
manage devices with the dashboard capabilities of the
MTN Business cloud solution. This also greatly enhances
security as a device can be remotely locked and wiped
clean of any sensitive information if it’s lost or stolen. User
access can also easily be managed and controlled from
the office so as to give employees access rights as per their
level of seniority or need.
The coming months will be significant for cloud
adoption in South Africa. Streamlining operations through
innovative cloud-based solutions will mean that decisionmakers will make the transition and experience costsavings. The resultant productivity improvements will also
give further impetus to the cloud.
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significant portion of cloud costs, people are still the
major component, providing South African business
with a slight advantage.”
Many solutions adopted by local organisations
are based globally as there’s greater choice and
availability. This isn’t to say that local isn’t lekker
– there are some impressive resources here – it’s
just that there’s more variety across the ponds,
and this presents a challenge in itself.
Sebastian Isaac, business development manager
at Rectron, says: “Another problem is when the
cloud service is hosted overseas. Here the cost
of connectivity is charged at international rates
and, depending on the service, could be risky,
especially if there are problems with internet
cables connecting outside the country. Local
traffic can be re-routed to the datacentre or other
datacentres, if the service provider allows it.”
Hasson points out that limitation is often the
mother of innovation, resulting in providers
developing world-class solutions with highly
redundant architecture that’s cost-effective and
clever. Often blending hardware, internet service
provider and skilled engineers build environments
that are uniquely suited to the difficulties posed
by Africa.
“Cloud has its place for where it is at the moment
in this country, but will large corporate South
Africa migrate wholly to the cloud right away?
My view is no,” says Robert Boccia, CIO of Lion
of Africa Insurance. “There will be parts that are
migrated and a hybrid approach will be dominant
for a while. Already there are robust cloud
infrastructures here and as businesses continue
to invest in failover capability, they will become
increasingly robust as the capability matures.”

Bruce von Maltitz,
1Stream

ENTERPRISE OR CONSUMER?
BT and VansonBourne’s CIO survey found that 50 percent of CIOs have adopted mass
market consumer cloud services over those that have been specifically designed for use
by the enterprise. Gartner found that between 2009 and 2012, the overall market for public
cloud services grew by 223 percent.
Elaine Wang, Microsoft business unit manager, Mustek, doesn’t believe this is a good
idea. “While consumer technologies often do work, a business always needs to put the
integrity of its data first and owners need to start thinking about what’s happening with
their data.”
Yossi Hasson of Synaq found that CIOs use the threat of free services to negotiate better
pricing with paid-for service providers, but that they don’t necessarily blend them into
their existing architectures and environments. The enterprise is unlikely to receive the
service and support it needs from a free cloud service, although this does depend on the
application and the risk. The solution may be free, but lengthy downtime and shoddy
support can cost more than the perceived value of free services.
Robert Boccia of Lion of Africa Insurance disagrees: “CIOs are factoring free consumer
cloud services into their architectures as it plays heavily into data analysis and grants
the business greater levels of insight. Businesses are starting to understand how best to
leverage cloud to drive better decisions and results.”
To free or not to free will ultimately depend on the enterprise, its infrastructure, its
internal support network, the CIO’s requirements and the budget.
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MEGATRENDS: VIRTUALISATION |

NEVER OUT OF
FASHION
JUST BECAUSE IT ISN’T TALKED ABOUT ALL THAT MUCH
DOESN’T MEAN VIRTUALISATION IS OUT OF VOGUE.
BY DONOVAN JACKSON | PHOTO: KAROLINA KOMENDERA

n much the same way that foundations are
perhaps not that exciting, but nevertheless
essential to keeping buildings from falling down,
virtualisation underpins a great deal of enterprise
technology today. And it reaches far and wide in
most organisations, with everything from servers,
to networks, to desktop infrastructure and even
complete datacentres being virtualised to one
degree or another.
That’s confirmed by Peter Le Noury, Group
manager at Avanade South Africa. “Virtualisation
as a trend has seen a decline in terms of CIO
priority areas over the past few years mainly
owing to the fact that most organisations have at
least some basic form of virtualised services,” he
says.
Instead, Le Noury says CIOs are looking to the
cloud as the next big trend, to provide costeffective services. “Virtualisation in its fundamental
definition is the abstraction of the service from
the hardware resources; based on this definition,
cloud is really just another form of virtualised
services – but the provider of those services takes
care of more of the stack components.”
There’s more to it than that, too, because
virtualised services are the fundamental building
blocks of cloud services. “Any organisation looking
to introduce services such as public and or

I

VIRTUALISATION AND THE CLOUD OPERATING SYSTEM
Just how embedded the concept of virtualisation is into cloud computing becomes apparent
with the emergence of the cloud operating system. These are operating systems specifically
designed to work within cloud computing and virtualised environments, managing the
operation, execution and processes of virtual machines, virtual servers and virtual
infrastructure, as well as the back-end hardware and software resources.
A new battle is emerging in the virtualisation space as VMware stakes its claim as the
cloud operating system of choice with Vsphere; the claim is a solid one, as this vendor has a
dominant position in the virtualisation (and indeed, virtual operating system) market, with
some 80 percent share. Other contenders include Microsoft Windows Azure, Google Chrome
OS, Red Hat and Citrix.

26

ISSUE #3 | 2015

private cloud, BYOD (bring your own device) and
workplace services would need to address their
strategy towards virtualisation,” Le Noury notes.
WHAT CAN BE VIRTUALISED?
Business Connexion CTO Andy Brauer points
out that virtualisation has been around for
many years in different guises, but ultimately
is a technology derived from the heyday of the
mainframe. “Virtualised servers started making it
more popular and that’s where VMware emerged
and became very successful, as you didn’t need
to have ten different machines with different
operating systems; they could all reside on a
single partitioned server. By pushing different
dynamics, it’s fair to say virtualisation gave birth
to cloud.”
Today, Brauer confirms that almost any aspect
of corporate IT can be virtualised – and he adds
that it’s typically a hierarchy that emerges. “That
hierarchy goes something like this: servers,
desktops, networks, with software defined
networks and network function virtualisation hot
topics right now, and then applications. At the
very top of that hierarchy is business virtualisation
and automation – and that’s where investment is
required in order to gain cost savings.”
As a broad principle, Brauer says ‘virtualise
everything’ makes some sense, but he adds that
doing so is a means to an end. “Virtualisation in and
of itself does generate advantages; however, the
bigger picture underpins a journey to digitisation
and automation. That journey requires capital
expenditure, but it delivers returns. It also means
employment changes, as some existing jobs will be
gone, to be replaced by other types of work.”
With a virtualised business, Brauer says greater
flexibility and an improved ability to respond
to market circumstances is achieved. “You can
have a virtualised financial director and other
key positions and systems. And you can shift

available more rapidly with greater stability. That’s
the value that automation brings: delivering what
the business needs, when it needs it, without
substantial human intervention.”
Le Noury says research conducted by
Avanade last year showed that 89 percent of
enterprises have deployed virtualised services
in the form of private cloud. “Having said that,
these services range across maturity levels; with
most organisations aligning to the ‘optimised
datacentre’ maturity stage.”
The use of externally provided virtualised
cloud services is further down the maturity
scale, Le Noury continues. “In South Africa,
enterprises have been slow to adopt public cloud
services, mainly owing to the cost of network
connectivity and the complexities that come
with the larger public cloud services being
delivered from locations outside the continent.
As such, many organisations are looking to build
their services based on a private cloud model,
where services such as computer workloads,
workplace infrastructure and applications can
be provisioned from a centrally managed private
cloud infrastructure.”

Peter Le Noury,
Avanade South Africa

“VIRTUALISATION UNDERPINS THE
ABILITY TO TAKE INEFFICIENCY OUT OF
THE BUSINESS.”
Andy Brauer, Business Connexion

infrastructure and services from one country
to another to take advantage of pricing and
other differentiators, within the confines of any
sovereignty issues as applicable.”
THE MATURITY OF VIRTUALISATION
Brauer says virtualisation is at differing levels of
maturity within the local market, led by server
virtualisation. “Where it’s starting to evolve is in
the desktop and network application. In networks,
there’s a new dynamic where automated
provisioning allows new services to become

THE COMING TSUNAMI
Even as Le Noury warns that virtualisation is not
a panacea, noting that some virtualised services
can have a higher TCO than traditional delivery
methods, Brauer says there’s a tsunami coming.
“Virtualisation underpins the ability to take
inefficiency out of the business. By automating and
unifying the services required to run a company,
you can achieve competitive advantages and adapt
to changing circumstances faster.”
He sketches a metaphor: “It’s like using horses
in the space age. Sure, those who make horse
shoes still have work, but they have to get used to
diminished circumstances, because while horses
are still around, they’re no longer the primary
means of getting around. There’s change coming,
and it’s coming quickly.”
But perhaps most fascinating is that it isn’t IT
managers who are embracing the change. While
the industry is legendary for its pace of change,
the technologists are today effectively in charge
of the very technology that puts their positions
in jeopardy, and virtualisation underpins it all.
“The dynamic CFO and CEO are most interested
in advanced virtualisation, cloud computing and
automation because they’re seeing the cost,
performance and agility benefits. The traditional
labour-intensive IT guys, on the other hand, are
under threat,” Brauer concludes.
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WHAT HAS THE CLOUD

REALLY CHANGED?

Saying that the cloud is disruptive truly is an understatement. And as much
as many of you know you need to explore its deployment in your business,
it’s a nagging concern you are paying attention to where needed, but at
the same time are continuing with business as usual wherever you can.
By Leane Hannigan, cloud solutions dirtector at WestconGroup Southern Africa

Simply put, this is not a sustainable approach.
And yes I am not telling you anything you
as a CIO or IT director don’t already know.
Perhaps the most critical area where the
cloud is driving and forcing disruption is not
just in the data centre or on the desktop, but
more importantly in our thinking. The way we
have been able to compartmentalise and put
components of technology into boxes has
changed – for good – thanks to the cloud.

by field and mobile workers, by all means pop
these into the cloud as soon as.
What the hybrid cloud offers us is a way to
take a swim in the on and off premise pools
without the constraints of just dipping our
toes in each.

Mobility does and will count

A software-based future
Now you are aware of what the vendors
are telling you “is” the way of the future, but
not a lot of what they are telling you excites
you, unless of course it promises to reduce
the costs of what you have, so that you can
add more of what you need. Perhaps its
because of this need that CIOs from around
the globe are citing that a software-defined
or application-centric (depending on which
vendor you listen to) approach is one that is
grabbing their attention.
Taking old fashioned processes that usually
required extensive hardware investments
and placing them into a more cost effective
“software” layer that can then move in
and out of and through the cloud – really
does promise an attractive alternative to
a continuous and ongoing commodity
investment. If we are or aren’t ready for this
just yet, it’s one of those areas of business
the cloud is most certainly highlighting as a
“soon to consider”.

The cloud that matters
I think its clear to all of us that none of you
are going to take all of the family jewels and

+27 11 848 9000
WWW.WESTCON.CO.ZA

Leane Hannigan

Cloud solutions director at
WestconGroup Southern Africa

send them off to Guam for safe keeping. The
same can be said with the cloud, which is
why I thinks its benign to settle the argument
between the public and the private cloud and
concede that its much younger and more
attractive cousin the hybrid cloud has won
the argument.
It just makes sense that in areas where
it might still be costly, such as storage,
to place components in the cloud, as well
as areas where there is still a security or
even compliance risk to the business, that
you keep these tucked on-premise. When it
comes to productivity software such as your
Office environment, CRM solutions and in
some cases some bespoke applications used

Westcon-Comztek recommends
Microsoft® software

If its not mobile, doesn’t support mobility, port
to mobile or have a mobile future strategy do
not invest in it. Mobility is not the way of the
future it is the way of today’s business, now.
In fact all discussions you are having about
the cloud are surely not just so that you can
reduce the footprint of the server room, but
also so that you can offer your users the
flexibility and agility they need to do their jobs
no matter where they are.
So if it is not mobile, walk away. If the cloud
has changed anything, its how our users
are blurring the lines between how they
consume technology at home and how
they do so at work. They want the best of
both worlds and you have to pander to their
needs or lose them.

Three steps forward
It would appear that the road to the future
will most certainly be forecast with extensive
cloud cover, and as an edifice striving to be
competitive in today’s world, I would suggest
that you avoid the inherent apathy we as an
IT industry have in the past harboured to
new technologies and start to accelerate
what you want to renew, and place it on a
path to the cloud.

MEGATRENDS: MOBILITY |

BEYOND LIP SERVICE
ENTERPRISE MOBILITY OFFERS MUCH IN TERMS OF
IMPROVED PRODUCTIVITY, BOTTOM LINE SAVINGS
AND A HAPPY WORKFORCE, BUT SOUTH AFRICAN
COMPANIES ARE PETRIFIED OF THE RISKS.
BY CAREL ALBERTS PHOTO: KAROLINA KOMENDERA

here’s no nice way to say it: we don’t really
have true mobility in South Africa. Wouter
Keyser, CIO of Altech Autopage Cellular, says
working life in the UK, US and mainland Europe is
the very definition of mobility.
“Whereas in South Africa, you get a desk phone
and PC when you join a company, in Europe it’s
a laptop and mobile phone. Add a 3G dongle,
mobile PBX integration and a softphone client
into the mix, and you’re a fully mobile agent who
can take calls in the comfort of your home, cab or
hotel. In many cases, you also get a conferencing
ID to facilitate weekly team calls,” he says.
The last piece of the puzzle is enterprise access
with a virtual private network.

T

SOUTH AFRICA’S PARALYSIS
All of this is merely the base requirement for reaping
the extraordinary benefits of mobility, says Keyser.
The technology is moreover ready and available in
South Africa, as well as extremely cost-effective. So
how are South African companies doing?
Top-tier companies are leading the way
with enterprise communications architecture
that prioritises mobility, VoIP and a unified
communications application ecosystem. This
allows home agents, sales staff, knowledge
workers and travelling executives to phone,
e-mail, instant-message, conference and
collaborate cheaply from anywhere.
Even so, he says, we’re significantly behind
the curve, two obvious reasons being the
continuing lack of bandwidth and the high cost
of communications.

“MILLENNIALS TEND TO REGARD
UNFETTERED ACCESS AS A ‘HYGIENE’
FACTOR, NOT A PERK.”
Erich Hugo, Interesting Times Gang
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Cost-effective
Yet, considering its value, mobility can be extremely
cost-effective. Rob Lith, director of Connection
Telecom, says while a hosted enterprise PBX offers
the best quality assurance, companies can bypass
the PBX altogether with a decentralised, low-cost
VoIP architecture – like Skype, but, issuing people
with their own unique VoIP number.
“Altech has just had its telephony refreshed,
and the softphone licence costs are included,”
Keyser says. “On the employee’s side, a 3G dongle
with one or two GB of data per month can be
bought at a very low cost. Even the conferencing
solutions – WebEx, Genesys and GoToMeeting –
are very cost-effective in my opinion.”
Savings
Then there are the savings in office real estate
and infrastructure. “Companies can hire much
smaller buildings with a mobile workforce,” Keyser
continues. “In some cases, companies are happy to
buy home-workers a desk, printer and chair, having
saved a half or third in office costs. In other cases,
home-working or hot-desking for roaming staff has
meant companies can invest in a regional office.
The cost versus value calculation is undeniable.”
Efficiencies
But how is mobility’s efficiency measured? “We use
mobility for a range of purposes, among others to
give IT teams access to systems from anywhere,”
says Thagaran Govender, CIO, Mercantile Bank.
“The value of uptime can be expressed in fancy
measurements, but for us it quite simply allows us
to serve our customers with systems and channels
that are always available.”
Mobility further allows flexibility and work-life
balance. “If you further consider that it reduces
overtime and travel expenses, the costs are quite
neutral,” Govender adds.
Business enablement
Mobility coupled with great workflow and
automation further enables business functions,
Govender says. An example is Mercantile’s recently
launched private bank offering. “A customer
experience officer can meet a client anywhere
convenient, go online with a tablet, populate the
relevant account opening details, take a picture of
FICA documentation, and submit it all to the bank’s
central systems and teams to process. We can

HOW MOBILE IS YOUR
BUSINESS?
Take our little test to find out.

1.
2.

Are employees allowed to work from
home?

Is a representative spread of people
across functional areas and levels
in the company issued with a laptop,
mobile phone, mobile data solution or
allowance, VPN access, softphone client
and conferencing ID?

3.
4.

Does the company maintain a BYOD
ecosystem?
Do you have a means of remotely
monitoring workers’ productivity?

No, we won’t score you. You get the idea.

open the account in the morning and have your
new credit card with you that evening,” he says.
Ensuring performance
Other fears halting adoption of mobility include
abuse. How can you be sure people are really
working?
It’s no more than a management issue, says
Keyser. “What’s needed is a hands-on approach.
Managers who are well schooled in the functional
areas under their watch, such as development,
can keep close tabs on delivery with regular
weekly team calls, task-based delivery and
performance management metrics.”
And how do you counter abuse of company
infrastructure, such as a personal ADSL line or 3G
dongle? “It’ll be obvious,” he continues. “If the person
exceeds their data bundle or downloads bittorrents
in the background while teleconferencing, it’ll show
up in the quality of the line or in their output.”
As a last resort, policies allowing staff
monitoring and prevention of installation of
certain software will counter abuse. But Erich
Hugo, director of Sweden-based digital solutions
group Interesting Times Gang (ITG), says if these
become necessary, you’re attracting the wrong
people. “Millennials tend to regard unfettered
access as a ‘hygiene’ factor, not a perk,” he says.
Mobility and BYOD can have strategic impact
in terms of new business enablement and cost
savings, and must be driven as such by the
company executive, along with management
and IT programmes that accommodate the brave
new reality.

Wouter Keyser,
Altech Autopage
Cellular

BYOD
ITG’s Erich Hugo says the continued popularity of BYOD policies is strongly driven
by IT commoditisation and ‘down-sourcing’. “Traditional IT choices and policies are
increasingly falling to the executive, while users are creating value by taking on more IT
tasks, so it’s inevitable.”
What role can BYOD play in mitigating (or exacerbating) the cost and risks of mobility?
The phenomenon has a good record for reducing financial impact on the bottom line
(generally, the hardware is for the employee’s account, and the company will only foot the
monthly bill if it’s a mission-critical job, sans personal use). More value can be derived
from improved employee satisfaction.
And yet, the phenomenon is viewed with suspicion. “More traditional IT departments
will enforce a BYOD policy of authorised hardware choices, security rules, remuneration
etc. based on whatever internal criteria are important to them, but few modern companies
will interfere with employees’ ‘digital stationery’,” says Hugo.
Altech Autopage’s Wouter Keyser says dynamic IT departments embrace BYOD across
the board, but he argues for an ironclad yet non-invasive mobile security stance. “Many
IT departments are very draconian – you get an encrypted laptop downgraded to an earlier
version of Windows so you can’t load anything on it. Rather put the right software and
infrastructure in place to manage it while enforcing policies of PIN-based access, remote
wipe and so forth.”
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MEGATRENDS: BIG DATA |

BIG DATA, MASSIVE
DISRUPTION
Cost-savings are one way to look at RUNNING AN ICT
DEPARTMENT, BUT what about reversing the proposition and
looking at technology as revenue-generating? South African
companies may be missing a trick by failing to invest more
heavily in big data analytics.
BY LANCE HARRIS | PHOTO: KAROLINA KOMENDERA

he world’s awash in structured and
unstructured data, thanks to the information
generated by and harvested from smartphones,
GPS, wearable devices, mobile applications,
customer databases, social media, sensors and
more. And the growing maturity of tools such as
NoSQL databases, in-memory computing, cloud
processing, and hyperscale hardware means that
it’s easier than ever to analyse this data in real- (or
near real-) time.
Against this backdrop, tech-driven companies
from around the world that are bringing
disruption to old industries by using big data
analytics to personalise their offerings find more
efficient ways of doing things, and optimise
their management of risk. And because their
technology platforms are scalable and their
businesses need little infrastructure, it’s easy for
them to push into new markets such as South
Africa as they globalise.
In media, Google and Facebook are using
the masses of data they gather about users to
present personalised advertising and content to
their audiences in real-time. Accommodation
marketplace Airbnb uses big data to constantly
fine-tune its user experience to keep users
coming back. And Uber is causing upheaval in the
transport industries in South Africa and the rest of
the world with its data-driven approach to private
taxi services.

T

“Big data is in its infancy in
Southern Africa.”
Gary Allemann, Master Data Management
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At the heart of Uber’s business model is the way
that it uses data to match supply and demand for
taxi services. “Data is the business to the core,” says
Alon Lits, GM of Uber Johannesburg and Durban.
“In fact, it’s fair to say that Uber is a technology
company rather than a transportation company.”
Uber’s edge is its ability to collect real-time data
about demand for taxi services as customers order
cars from the Uber smartphone app.
SOUTH AFRICA LAGS THE GLOBAL TREND
Thanks to the proliferation of cheap smartphones
that support location-based services and
technologies that can handle massive datasets in
real-time, Uber knows where the customers and
drivers are, what times of the day or taxi transport
services are in most demand, and pricing
that aligns with demand. Where old-industry
companies are still collating and analysing data
hours, days, even weeks after they collected it,
companies such as Uber are crunching their
information in real-time.
“When you draw all that data together, you get
a great idea of how cities work,” Lits says. The
result is that drivers are able to make more money
by making their services available where they’re
needed and have the freedom to better manage
their work schedules. They also have better
insight into their costs and income. Passengers,
on the whole, benefit from cheaper rides.
Despite the growing list of big data case studies
from the international market – not just startups
like Uber, but also big banks, manufacturers
and government agencies – industry observers
say that South Africa lags the trend. There
are a few companies experimenting with big

Alon Lits, Uber

THE PRIVACY MINEFIELD
Businesses that harvest big data about their customers and their behaviour insist that they
anonymise and combine the data to gain insight into broader trends rather than using it to
personally identify individual users.
Yet researchers at the Massachusetts Institute of Technology have shown in a recent
study that they can identify individuals from a database of 1.1 million people from the dates
and times of their credit card transactions.
An individual can be pinpointed with more than 90 percent accuracy by looking at just
four purchases, three if the price is included. It’s a hint of the power that lies in big data and
the privacy battles that lie ahead around how companies around the world use customers’
personal information for business ends.

data technologies – FNB’s Business Analytics
department is kicking some tyres and MTN Group
in 2013 signed up for Flytxt’s real-time, on-trigger
decision and customer engagement solution. But
the technologies are far from widely adopted.
“Big data is in its infancy in southern Africa,”
says Gary Allemann, MD of business intelligence
consulting firm, Master Data Management. Yet
local organisations would do well to take note
of the successes companies in other parts of the
world have enjoyed using big data analytics for
applications as varied as as customer experience
management, market-driven pricing, and fraud
management, he adds.
According to FNB Business Analytics head
Yudhvir Seetharam, big data in the banking
industry could allow more personalised sales
and service, leading to higher acceptance rates,
streamlined infrastructure costs, increased
customer satisfaction, and lower customer service
costs. But one major obstacle to wider adoption
of big data in the financial services industry is data
integrity, he says. Many banks lack the accurate
customer data they need to tap into big analytics
with confidence.
Using big data tools to automate processes that
once involved a human decision-maker can also
lead to some unintended consequences. Uber’s
surge pricing – where prices leap during peakdemand periods – came under fire over New Year
when hapless Cape Town passengers ended up
paying thousands of rand for short rides in the
early hours of the morning.
But that does not mean Uber’s usage of its
algorithms and data are flawed, insists Lits.
Hotels and the airline industry have followed
the principles of surge pricing for years – it’s just
that people aren’t yet used to it in the passenger
transport sector, he says. “We make it clear before
people ride when surge pricing is in effect,” he
says. “And with data sent to drivers in real-time,
they know when surge is activated and they have
the incentive to go online.”
One reason for low uptake of big data in
South Africa is that many organisations think it’s
more complicated and daunting than it really
is, Allemann says. To get started with big data,
organisations should think about how it can
answer critical questions about their customers,
channels, markets and products. Like all
technologies, it shouldn’t be an end in itself, but a
means to a business goal.
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Amazing what faster, more reliable
Internet can do for your business.

It’s time to switch to the service provider that appreciates the direction in which you want to go. Neotel understands that in
your kind of business, every tick of the clock is vital. A second can be the difference between profit and loss. With our high-speed
Internet services, you won’t waste a second, or a cent, on the communications that are so vital to your success.
Neotel’s access to all five undersea cables that connect South Africa to the world has a big advantage : automatic failover, which
ensures maximum uptime. We’ll also make sure that your traffic is routed via the shortest path to the destination of your choice,
so that your applications can operate optimally. The benefit? No system failures, no downtime and no loss of trading time – all
this at a cost that won’t shock your shareholders.

switch@neotel.co.za
Call 0860NEOTEL or visit www.netoel.co.za
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THE GOOD, THE BAD AND
THE COSTLY
UNIFIED COMMUNICATIONS OFFERS MANY BENEFITS, INCLUDING
THEORETICAL COST-SAVINGS, BUT IT CAN BE BOTH EXPENSIVE AND
PROBLEMATIC TO IMPLEMENT PROPERLY.
BY RODNEY WEIDEMANN | PHOTO: KAROLINA KOMENDERA

ncompassing a broad range of technologies
and applications designed and supported as a
single communications platform, the concept of
unified communications (UC) has been around for
some time. However, while UC is undoubtedly
beneficial to large enterprises, its complexity and
expense can make it difficult for a CIO to justify
implementing such a solution, particularly in the
current economic climate.
In all likelihood, says Kim Andersen, CTO at
T-Systems SA, most companies considering
UC these days are looking at implementing
a replacement for their legacy telephony
environment. A combination of IP telephony and
voice over IP is the logical next step.
“While UC is not a specific industry technology,
it does benefit certain business models more
than others. Companies that have strong
customer-facing communication models seem
to gain quicker benefits by implementing UC.

E

ONE CIO’S PLAN
Neil Tomkinson, CIO at MTN South Africa, says his company is driving its UC strategy,
which revolves around Microsoft Lync, from the viewpoint of increasing productivity and
decreasing costs.
“IT must add value to the business,” he says, highlighting this is exactly what Lync does.
“It not only reduces the need for travel – thereby removing the costs associated with this
– but also eliminates the need for booking a teleconference room, as employees can hold a
virtual meeting from their desks. This obviously boosts productivity significantly.”
Naturally, continues Tomkinson, the biggest challenge facing the company when
adopting UC is creating awareness of the solution. He says that although employees across
the organisation have Lync on their PCs, MTN is driving an awareness campaign to make
employees cognisant of the numerous benefits Lync offers, as well as its ease of use.
“I believe that once they truly understand the benefits it delivers, people will be happy
to use it. And getting MTN SA utilising UC in a comprehensive fashion is just the first step:
ultimately, our aim is to encourage all our African operations to use the solution. This
will enable us to shrink the distance between our various operations, enabling everyone,
anywhere in the MTN organisation to talk to each other, quickly and efficiently. That will no
doubt boost productivity in a big way,” he states.
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This is probably due to the efficiencies gained in
communicating with their customers via varying
communication channels,” says Andersen.
“Before the advent of UC as a Service (UCaaS),
smaller companies weren’t able to adopt it, due
to the high cost of infrastructure and licensing
required for an on-premise UC solution.
Today, however, smaller companies can afford
to migrate to a UCaaS offering in a phased
approach, thereby gaining the benefits of a fullyfledged UC deployment.”
COST EFFICIENCIES
Steven Yates, BT’s director of strategy and
consulting for sub-Saharan Africa, adds that
it’s still most likely the larger enterprises that
benefit most from adopting a UC strategy.
Communications can be expensive, he says,
pointing out that contact centres, telephones and
even travelling to meetings in another country all
cost a lot of money. An effective UC strategy can,
however, play a major role in reducing such costs.
“While it typically requires some kind of financial
outlay to get it set up – and the more dynamic you
want it, such as integrating voice and video, the
more expensive it will be – UC will undoubtedly
save you costs in the long run,” he says.
“What we normally do with clients is to help
them understand the true cost of their existing
communications. This isn’t only about telephone
and cellular bills, but also the cost of travelling,
hotel expenses and even the impact of carbon
emissions generated by such travel. Once people
see the bigger picture in terms of costs, they’re
quick to recognise the benefits of UC.”
Yates suggests that UC also improves
engagement between people. He points out that
there’s clearly a big difference between a phone
call and a face-to-face meeting. However, as UC

allows people to connect via video with others
across the globe, the same in-depth engagement
of a face-to-face meeting can be achieved
without the associated costs.
“There are other benefits too,” Yates adds.
“Revenue generation improves, for example,
as closer collaboration means a quicker route
to market and a faster response to customer
challenges. It can also help increase productivity,
by enabling anyone to do business anywhere and
at any time. I believe that the more a business
develops its UC strategy, the more it will see the
benefits and will therefore be even more eager to
continue the UC journey.”
JUSTIFYING THE EXPENSE
While the benefits outlined above may seem
worthwhile, Brent Lees, senior product marketing
manager for EMEA at Riverbed Technology, says
the CIO will still need to justify the expense to
the board.
“As with all major IT initiatives, migration to UC
will be determined by many internal factors, such
as the lifecycle of the current infrastructure, and
budgets to support the initial rollout including
training and staff support,” he says.
“A properly prepared business case can identify
the cost benefits, and many UC providers will
help build the case and identify the return on
investment. The impact on current processes and
projects also needs to be considered to determine
whether the solution should be introduced with

Kim Andersen,
T-Systems SA

a ‘big bang’ approach, or by a slower and more
organic migration.”
Lees adds that whether the enterprise
identifies a part of the organisation or a
subsidiary in which to initiate the roll-out, or
chooses to ‘jump in with both feet’, it’s still
sensible to have a period of parallel running of
UC and the legacy solution. Thereafter, he says,
with the help of management tools, any teething
problems can be properly addressed to ensure
the business continues to run smoothly.

“ONCE PEOPLE SEE THE BIGGER PICTURE IN TERMS OF
COSTS, THEY’RE QUICK TO RECOGNISE THE BENEFITS
OF UNIFIED COMMUNICATIONS.”
Steven Yates, BT
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STRETCHING THE
BUDGET
The IT department wants money to keep the
lights on and to innovate. Business wants IT
to innovate and keep less lights on to find the
budget. Can these two conflicting demands
ever meet in the middle?

BY DONOVAN JACKSON AND GEORGINA GUEDES PHOTO: KAROLINA KOMENDERA

t’s the age-old complaint: IT wants to make
the business better but the business won’t
give IT the budget to do what it needs to. This ‘us
and them’ model of IT funding has persisted, even
as IT has become increasingly entwined with
business processes and delivery.
When the recession came along, ‘cost-cutting’
became the mantra of nearly every business, with
the result that IT is now expected to do more with
less, while delivering efficiencies and innovations
to drive the company forward.
CIOs who are able to think strategically and
articulate how their budgetary requirements will
support business transformation won’t only get
what they want, they’ll be delivering what the
whole business needs.
Every business is different, has its own budget
and strategic priorities and existing technology
landscape. But there are transversal commonalities,
too – and for CIOs, one of the enduring challenges
faced is to secure the capital necessary to achieve
great things with technology.

I
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While stressing that he doesn’t speak for the
whole CIO profession, Gregory Gondo, global
IT manager at AEL Mining Services, says getting
more budget is a constant and prominent
concern. Gondo highlights that the extent of
the challenge to get more money allocated to
technology may well differ from one industry
vertical to the next. He clarifies: “The mining
sector has been hit hard over the last couple of
years, so that exacerbates the challenge; there are
conflicting demands placed on a limited amount
of funds, so you have to fight for your share.”
“In the current climate, IT needs to spend
money to deliver business enablement and
innovation,” says Robert Boccia, CIO, Lion of
Africa Insurance. “These approaches would most
likely unlock budget from business. Where the
relationship between business and IT needs to
go is to work together to create a new model in
which IT is involved in looking at how to deliver
innovative concepts to new markets and new
channels.”
COST-CUTTING OR INNOVATION?
Cost-cutting and innovation can be symbiotic,
but too much focus on thriftiness can hold back
necessary development. Guy Saville, IT director
at SA Home Loans, says that while economising
and innovation can be good bedfellows, frugality
can stifle growth. “If cost-cutting is part of an
energetic strategy to do more with less, and it’s
driven jointly by both business and IT – then
certainly it can encourage innovation.”
The business of IT has always been one of
improving efficiencies and driving costs out
of operations. However, Andy Brauer, CTO at
Business Connexion, makes the salient point that

“IF COST-CUTTING IS
PART OF AN ENERGETIC
STRATEGY TO DO MORE
WITH LESS, AND IT’S
DRIVEN JOINTLY BY
BOTH BUSINESS AND
IT – THEN CERTAINLY
IT CAN ENCOURAGE
INNOVATION.”
Guy Saville, SA Home Loans

any purely cost-cutting exercise tends to imply
that things weren’t being done optimally in the
first instance. “If your sole focus is on cost-cutting
without introducing any innovation, such as
automation, and you find that there’s room to do
so, it means you’ve been wasting resources. All
companies should run as cost-effectively as they
can, at all times; this is not restricted to good or
bad economic circumstances,” he says.
But Brauer readily concedes the good
times do mean easier access to cash for the
experimentation, research and development that
can lead to innovation, which, in turn, can drive
out cost. “That should be part of the budget in
any event; the trick, especially in the good times,
is not to be penny-wise and pound-foolish, but
to run efficiently and maintain business services
to a consistent standard, while seeking those
opportunities for improvement.”
Instead, he says the focus should be on
investment to improve how things are done; the
technology industry changes rapidly and that

Gregory Gondo, AEL
Mining Services

COST CENTRE OR REVENUE GENERATOR?
As for whether or not IT can be a revenue generator, AEL’s Gregory Gondo says the answer
is a simple ‘yes’. “Just recently, we’ve had consultants in on a business optimisation
programme. The broad outcome from a list of 23 strategic systems imperatives for business
enhancement, from front-facing to back-end operations and manufacturing, is that
without question it’s necessary to digitise more and leverage IT investment, or face falling
behind. And it’s pretty good to have that validated by external consultants,” he notes.
Business Connexion’s Andy Brauer agrees; “But (CIOs) have to put their business hats
on. Speeds and feeds mean nothing unless they’re getting the business going, and delivering
throughput that translates into more production, better processes or faster execution,” he
says. “It’s not just about IT, but business using IT as the enabler to get things going.”
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AGILITY OVER GOVERNANCE
One of the organisational stumbling blocks to rapid
development and delivery on budget has been the focus on
governance. SA Home Loans’ Guy Saville says companies
should use agile methodologies together with incremental
deliveries, using only as much budget as is needed to reach
each milestone. He says: “The agile approach builds trust
as it’s focused on early, regular and iterative delivery of
measurable business value.”

requires constant change to take advantage of
new developments or face falling behind. “The
‘saving’ mentality tends to see you save yourself
into mediocrity. Instead, efficiency should
translate into success and growth; to grow, you
need money as typically growth necessitates
investment.”

Robert Boccia, Lion of
Africa Insurance

“THE ‘SAVING’ MENTALITY TENDS
TO SEE YOU SAVE YOURSELF INTO
MEDIOCRITY.”
Andy Brauer, Business Connexion
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ABOVE ALL, DEMONSTRATE VALUE
It’s precisely this that Gondo is dealing with
and, as he notes, getting the allocation of cash
necessary to ensure business performance is
a matter of demonstrating the value that will
come from the investment. “When I joined, AEL
was quite low on the maturity scale from an IT
perspective and that has provided ample room for
justification of capital allocation.”
As a result, says Gondo, the company
executives have to deal with a perceived high IT
cost as investment has to catch up with business
requirements.
Gondo also advises speaking with executives
in the language they understand. “They want to
know why money is required: are we addressing
risk, capability or compliance, or is it purely
maintenance? If you talk to these points, it makes
sense from a business perspective.”
Etienne Ward, a partner at Deloitte, says: “It
starts with baby steps, focusing on revenue,
cutting costs, working smarter, reworking
contracts, so that every cent saved drops down
directly into contracts.
“Look at the current IT investment into servers
and products and see how these can be leveraged
to become cost-generating.”
Today, IT is indispensable to business and that’s
a principle that’s practically universal.

| CIO COUNCIL REPORTBACK

DOING MORE WITH
LESS

Angela Gahagan

AT A RECENT CIO COUNCIL OF SOUTH AFRICA EVENT,
SPEAKERS CONSIDERED DEMANDS PLACED ON THE CIO
AND HOW THE ROLE IS EVOLVING TO ADDRESS THESE.
BY ALISON JOB PHOTO: PAUL MCGAVIN
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Cees Bruggemans

n conjunction with Microsoft SA, the CIO Council of
South Africa hosted its February gathering at Summer

Place in Johannesburg. Speakers included Angela
Gahagan, Enterprise and Partner Group lead at Microsoft
SA, Cees Bruggemans, consulting economist at
Bruggemans and Associates, and Nathaniel Ward, senior
director IT Practice from the Corporate Executive Board

Nathaniel Ward

(CEB).
The topic at hand was how the CIO can do more
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GALLERY

with less. While change is inevitable, the pace of
business change has accelerated to a breaking point
for most firms. Application development and delivery
professionals consistently report they’re struggling to
deliver more projects with current – or fewer – resources,
meet extremely tight deadlines and continually change

shock and Federal Reserve interest rate normalisation,

applications to keep pace with business change.

while closer to home, factors such as the electricity crisis,

A firm understanding of both IT and business
requirements within the organisation is becoming

CLICK HERE FOR
VIDEO

labour challenges and restrictive policies play a role.
Bruggemans said there were a number of factors

increasingly important for the CIO, who is expected

supporting the South African economy and while there

to deliver on both sets of needs while juggling the

were some challenges ahead that would be bad for some

challenges of lack of tech skills, and not enough staff or

sectors, others would be impacted less.

budget.
“Doing more with less seems to be prevalent in

CEB’s Nathaniel Ward believed the secret to surviving
and even thriving in a challenging marketplace is to

every conversation we have,” said Microsoft SA’s Angela

adapt to ensure the team keeps working in the same

Gahagan. “CIOs are being stretched to make sure they still

way, despite internal and external pressures. “As business

meet the business’ needs and requirements, while also

leaders take the lead on IT, IT budget is being allocated

managing costs. With constraints around money, skills

outside the CIO’s ambit, and employees are moving

and staff, it’s a real challenge.”

across to BYOD,” Ward said, “all of which mean the CIO

However, it’s not all doom and gloom on the money

has to adapt his strategy to accommodate different

front, according to Bruggemans and Associates’ Cees

contexts. The CIO needs access to both technology and

Bruggemans. He said that, in his opinion, no recession

business skills, as well as the right team. While the IT guys

of any kind was imminent and that the challenges the

may not build or even buy the technology, they still have

country faces could prove to be opportunities in disguise

the best overview of technology within the business.”

for some sectors.
“We’re living in a world of change, and in order to have

Ward pointed out that the IT department might
struggle to move between deep and shallow IT, the

a one-, three- or even five-year (financial) plan, we need

former being an IT-initiated and owned project, while the

to examine the local and international risk areas that

latter is a project initiated elsewhere in the business but

shape the outlook,” he said.

that requires IT’s input and support.

ADAPT OR DIE

said. “Is IT open to new ways of working – and does it

“We’re facing both will and skill challenges here,” Ward
Factors impacting on South Africa’s economic outlook
are both global and domestic, including the global oil

have the skills to do so?”
Time will tell.
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Your Business

Powered by Big Data
Big Data is big news, but what does it mean for your business?
With Microsoft, anyone in your organization can use Big Data to
inspire innovation, accelerate decision making, and learn from and
share insights—no supercomputers or PhDs required.

Microsoft puts Big Data to work for you
Help your people get the insights they need to compete—to
innovate, streamline operations, and tap into new market
opportunities. Across marketing, finance, sales and more, business
professionals in your organization can discover new insights by
bringing together your internal data with data from external
sources such as social media or news feeds—and putting that data
to use with the software they use every day.
• Inspire innovation – Help your people be more innovative and
discover new opportunities. Microsoft Big Data solutions give
your employees easy access to new types of data, to drive new
insights and inspire innovation.
• Accelerate decision making – Enable employees to analyze and
work with Big Data in real time as a part of daily business activities,
so they can make better-informed decisions in less time.
• Learn from and share insights – Make it easy for business
professionals to create reports and visualizations that help better
understand and gain insights from Big Data. Then they can easily
share those insights for team collaboration—right from familiar
tools like Microsoft Office.

To learn more, visit the Microsoft Big Data website
at: http://www.microsoft.com/BigData

