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IT is a complex business 

 Controls a myriad of 

assets, applications, 

technologies and skills 

 Provides complex products, 

services and projects to a 

multitude of business users 

 Face changes and new 

technologies (virtualization, 

mobility, internet...) 

 Has a large amount of 

indirect costs that cannot 

be easily understood using 

traditional cost accounting: 

 Supervision and 

management 

 Infrastructure 

 Systems architects 

 Security       

Typical breakdown of IT expenses 

People 

45% Application Software 

13%  

Other 

13%  

Network 

11%  

Hardware 

18%  

Many would say IT Management has not 

kept pace with the demand for IT or the 

spending on IT 



Questions that IT  

often struggle to answer 

Where can IT find cost savings without 
compromising service levels?  

What exactly is the total cost of projects, 
applications and services once IT support costs 
have been factored in?   

How do we resolve all the internal dissent 
around cross charging? 

What information can IT provide to business 
units to help them make informed decisions 
about their consumption of IT services? 

Are there any pockets of excess capacity within 
IT? 

What information should IT provide to show 
the business that we are in control?  

How much is 
compliance 
costing me? 

How do we 
demonstrate that 
we are in control 
of IT costs? 

How can we 
convince the 
business to get 
rid of redundant 
systems? 

What are the 
cost benefits of 
consolidating 
suppliers? 

What is the total 
cost of providing 
e-mail service? 
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Stove pipe or integrated?  

 Separate 

implementations – 

frequently supported by 

a myriad of offline 

spreadsheets 

 Data management and 

data integrity issues 

 Tend to be historically 

focused 

 

 Line item budgeting as 
part of corporate 
budgeting process 

 Key performance 
indicators 

 Performance metrics 

 Benchmarking 

 IT services costing and 
cross charging 

Plan and 
Budget 

Resources 

Costing and 
Cross 

Charging 

Measure 
and 

Monitor 



Activity-based Costing  

(ABC) is the key 
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Resources 

Properties People Capital Technology Assets 

Indirect 
Activities 

Designing systems Managing 
DRIVES 
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Services, 
Applications,  
Internal  
Customers CRM system   
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Direct 
Activities 

Providing support Processing Storing 

E mail Marketing 

COST 
 REASSIGNMENT 

What’s 
needed to do 

the work? 

What work 
is erformed? 

What do we 
need to do? 



Activity-based budgeting 

RESOURCES 
& COSTS 
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Resource 
Drivers 

Activity 
Drivers 

Reforecast Resources 
and Line Item Expenses 

Reforecast 
Demand from 
Business Units 

COST OBJECTS 
Product, Services, Projects, Internal Customers etc 

ACTIVITIES 

Customer 
Forecasts 10% increase in staff  

Activity 
20 GB more storage    50 User set ups 
20 Password resets     15 Helpdesk calls 

Resources 
1 additional support staff   1 new HW lease 
50 new SW licenses          10% more disk space 

Service 
10% more email accounts 
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SAP BO PCM: 

Bringing it all together 
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Robust and Transparent 
Costing 

ACTIVITIES Cost Drivers 
Performance 
Management 

Activity-based Management 

RESOURCES 
& COSTS 

COST OBJECTS 
Services, Applications, Projects, Internal Customers etc 



SAP BO PCM: 

Inputs and Outputs 

 

Costs across various 
dimensions 

Service | Project | Business Unit 
etc  

Asset Management Systems  

Finance systems (GL)  

Time Management 

Systems  

Metering and Measurement 
E.g. CPU, RAM, HDD, Time etc  

Web-based data entry 

IT Business Management Tools 
E.g. Project Portfolio Management  

Standard IT Services Libraries 
E.g. ITIL, CoBIT etc  

Transparent and Accurate Cross 
Charging 
Informed consumption – Reduce buffet mentality 

Cost Analysis 
Cost of Service Levels, Non Value Added Costs, Fixed Costs 
vs. Variable Costs  

Performance Measures / 
Benchmarking 
Unit rates, Cost drivers, Internal, External 

Investment Decisions 
Make or Buy, TCO, Replacement 

Cost Reduction 
Removal of Non Value Adding Activities, Changing 
Behaviours 

Planning and Budgeting 
Capacity planning, Resource Planning, Marginal Costing 

Process Improvement 
Process costs, Process Re-engineering 
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SAP BO PCM: 

Functionalities 

• Costing and driver-based / activity-based budgeting in a 

single solution 

• Reiterative reallocation for accurate services costing 

• Services dimension for cross charging IT and other shared 

services 

• User friendly, rapid and efficient model building incl. pre-

defined dimensionability for ABC 

• Complete flexibility with costing methodologies 

• Totally flexible rules engine for bespoke model building 

• Logical data structure for minimal model maintenance 

 

     ... / ... 



SAP BO PCM: 

Functionalities 

… / … 

 

• Web books for automated data collection direct to the 

database 

• Single step multi-dimensional assignment 

• Comprehensive user defined trace-back 

• Comprehensive context-aware views, security and audit trail 

• Multilingual aliases and multi-currency functionality 

• Unique on-demand query and what-if? analysis 
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Benefits 

Benefits 

User-friendly rapid and efficient modeling 

Scalable enterprise-class solution  

Extend the value of profitability and cost management 

Reliable on-demand what-if analysis and  
scenario modeling 

Visibility 

Alignment 

Incisive decision 
making 

Optimize costs and 
profitability 



Benefits 

User-friendly rapid and efficient modeling 
 Predefined logical data structure and point and click assignments means rapid 

model build and minimal maintenance reducing your total cost of ownership (TCO) 
and accelerating your ROI 

 Model complex situations across multiple periods and versions 
 Supports multiple ABC methodologies 

Scalable enterprise-class solution  
 Speedy deployment, training and user adoption; centralized model admin; Web 

books for collecting non system driver data from remote users 
 Ability to process high data volumes without compromising accuracy 
 Multi-currency and multi-language aliases support 
 Enterprise class security and traceback – with full audit trail 

Extend the value of profitability and cost management 
 Unique services costing and cross-charging 
 Deliver activity-based and driver-based planning and budgeting models; change 

driver volumes and “back-calc” existing ABC models 
 Rapidly reforecast; update driver data and align capacity with demand 

Reliable on-demand what-if analysis and scenario modeling 
 Unique on-demand query and what-if analysis, with web-accessible data allowing 

users to assess the impact of changes before committing to them 
 Slice and dice data and analyze results, create charts, drill down to detailed cost 

data and link to related budgeting and metrics models 
 Maintain data in central repository for greater efficiency and control  

Benefits 
Visibility 

 Broad insight into the true drivers 
impacting costs and profitability 
including IT shared services via user 
friendly interface  

Alignment 

 Keep operational capacity and support 
functions tightly aligned with both 
demand and strategy for flawless 
execution 

Incisive decision making 

 Rapid identification of underlying 
causes of changes in organizational 
cost and profitability with the 
capability to test out the impact of 
changes before committing to them 

Optimize costs and profitability 

 Detailed understanding of costs and 
profitability enables you to take action 
orientated decisions that reduce the 
cost to serve and improve the 
profitability of products, customers 
and channels 

 



Benefits of sound financial 

management in IT 

Costing 

 Makes justified investment decisions 

 Measurement drives cost effectiveness  

 Have informed discussion with business 
users in financial terms  

General 

 Accurate costing information to support 
investment decisions and TCO 

 More efficient use of IT resources 

 Increase professionalism with peers 

Budgeting 

 Ensure funding is aligned with service 
commitments 

 Ensures services can be maintained 

 Provides early warnings of under- or over- 
consumption of resources  

 Increased confidence in setting and managing 
budgets 

Cross Charging 

 Charge out is equitable 

 Drives accountability by business users 

 Provides basis for balancing provision of 
services with needs of the business 

 Encourages informed discussion about service 
levels and price 
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Return on experience 

• Scalable approach / roadmap methodology 

• Multiple models / flexibility 

• Focus on key issues / efficiency 

• Modern ABC approach 

• Strong What – if 

• SAP integration 

• brings TCO and transparency 

• Helps for budgeting / addressing organizational aspects 

• Allows smooth introduction of cross-charging 



Return on experience 

• Can be used for any other service (e.g. purchasing) 

• Can be used wherever indirect cost block needs to be 

adressed 

• Show profitability of own organization and products / services 

as well as customers 

 



Thank you! 
 


