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Every year for the past six years I have conducted a survey of Australia’s chief financial officers and their organisation’s use of information technology. This year’s survey was published recently.

The survey has been conducted in conjunction with CFO magazine, which I helped found and which is now owned by John Fairfax, publisher of this newspaper. Each year we have had around 500 CFOs respond to a very detailed questionnaire, making it the largest and longest-standing survey of its type in the world.

The survey, like the industry, has evolved each year. When we started it in 1994 we asked CFOs only about financial systems – accounting, general ledger, and the like. Then the ERP (enterprise resource planning) boom of the mid-90s hit, and we expanded the survey to include this important new area of software.

As with most terms in the computer industry, there was (and is) no firm definition of ERP. The term ended up being used in a much wider sense, to refer to any enterprise that used resources that required planning. In other words, just about anybody. ERP and financial applications have now become largely indistinguishable from each other, and ERP has become an unfashionable term.

In recent years the survey has evolved to reflect this change, and also to cover electronic commerce. This year’s iteration was called the “E-commerce and Enterprise Applications Survey”, enterprise applications being a general term to describe applications software that runs across the organisation and is not designed for personal use like word processors and spreadsheets. Examples can be found in acronynm city: CRM (customer relationship management), SFA (which as we all know stands for supply chain management), SCM (supply chain management), and BI (business intelligence, a favourite oxymoron of mine).

As in previous years, I was struck in this most recent survey by the consistency of the answers. The CFOs we have surveyed have changed each year, but the things they have been saying have not. Software replacement rates have changed, and there has been a major move to e-commerce, but the underlying factors behind the purchase and usage of enterprise applications has remained the same.

One series of questions asks CFOs about their buying criteria. What are the most important factors in their software purchasing decisions? This year GST capability was number one with a bullet after never having appeared before, but that is a one-off. Take it out of the equation, and the results have been largely the same every year.

The most important criterion is reliability. No matter how clunky or cumbersome the software may be it has to work. There is no alternative to sending out invoices and statements. Also rating very highly, year after year, are the system’s reporting capabilities.

Reporting is the heart and soul of information systems. They are, after all, just that – systems for extracting information. This is a very common problem, and a whole class of software has grown up to help solve it. Data extractors and report generators and executive information systems and business intelligence tools are all designed to help people get at the information locked in their computer systems. They have had some success, but in most cases they have also been difficult to use. Most CFOs just dump stuff out of their corporate information system into a spreadsheet, and use that as their data manipulation tool.

Another very consistent finding has been the information sources that influence CFOs in their final buying decision. Year after year, they have demanded that they see the software in operation at an installation similar to their own. Word of mouth and reference sites are far more important than any other factors.

CFOs also do not care where the software is made, much to the disappointment of Australian-based suppliers, so long as it is suitable for Australian conditions. They also rate the quality of the supplier much more highly than the size of the supplier, indicating that they are willing to buy from smaller vendors if the product is good enough.

We found a very low level of awareness of a lot of the terminology used with such abandon by vendors, consultants and journalists, After all the hype of the last five to ten years, one-quarter of CFOs are still not familiar with the term ERP. An even higher number have not heard of CRM or SFA or SCM. This is not surprising – the industry takes far too much for granted in its abundant use of obscure and ill-defined terminology.

This year we asked a lot of questions about e-commerce. One average about four per cent of sales are currently via the Internet, with a prediction that this will more than double to ten per cent over the next 12 months, and grow to about 30 per cent five years from now. But when we asked about the proportion of purchases conducted on the Internet, the growth rate was considerably higher. This shows an increased awareness of the importance of business to business e-commerce.

We also asked whether CFOs though that their organisation’s revenues and costs would grow or decline over the next 12 months as a result of e-commerce. They were evenly divided on costs, but by a two to one margin they thought that revenues would increase. Most of them also said that they were implementing an e-commerce strategy slowly – there was no real sense of urgency.

There is a strong feeling that e-commerce is inevitable, and that it will be helpful, but it remains a secondary issue. It is not a revolution, but an evolution.

This year’s survey also confirmed a slowdown in the enterprise applications market. Many are regarding this as a slump, but the data clearly shows that it is simply a return to more historically sustainable levels after the boom of the late 90s.

All in all, a remarkable degree of consistency. For all the bells and whistles and clever technology and fancy terminology, the important things remain the same. People want computer systems that work and that will help them do their job. Understand that simple fact (as so few people do), and you understand the computer industry.
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