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To gain executive buy-in for R&D digital technology investments, R&D leaders must craft
an effective business case that emphasizes sustainable business value. R&D leaders
should use Gartner's structured approach to tell a compelling story of business value
creation from their proposed investment.

Overview

Key Findings

« The most effective way of obtaining and maintaining funding for R&D technology
investments is a business case that supports the R&D’s overall digital transformation
strategy.

« A convincing business case for R&D technology investments must demonstrate long-
term business value creation including, but not limited to, incremental cost savings.

« Powerful storytelling of the business case among all stakeholders of the digital
transformation effort helps reinforce stakeholder alignment with the transformation plan.

« A good business case has five characteristics — strategic alignment, clarity, transparency,
pragmatism and narration.

Recommendations

R&D leaders responsible for building business cases for technology investments in their
digital transformation journey must:

- Establish a strategic foundation for the case by demonstrating alignment of the
technology investment with the overall R&D digital transformation strategy and roadmap.

« Create a financial model of the investment by determining the cost savings from
terminating existing systems and the cost of implementing the new digital technology.

« Socialize the business case by telling the influential stakeholders a story that talks
about both the business benefits of each planned process as well as R&D-specific risks
considerations.

« Ensure their business case incorporates the five key characteristics of a good business
case to gain confidence of their influential stakeholders.
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Introduction

A recent survey of R&D leaders showed that 41% of them are renewing/replacing
technology for interconnectivity and 26% are moving to cloud-based technology
solutions. To convince management — especially business stakeholders — to invest
in digital transformation, R&D leaders need to present a strong business case. This
research outlines the three steps (see Figure 1) that R&D leaders can take to create a
strong business case to secure funding for their digital technology investments:

« Create a financial model
+ Tell a compelling story

« Incorporate five key characteristics

Figure 1: How to Build a Strong Business Case

& ® o

Incorporate Five Key

Create a Financial Model Tell a Compelling Story Characteristics

« Map legacy systems to « Demonstrate impact on » Strategically aligned

planned replacement 'metncs’most important to  Transparent

systems. influential stakeholders. ol

» Clear

« Prioritize replacement « Emphasize how digital )

projects. transformation improves - Pragmatic
. Estimate the direct and business outcomes through + Narrative

indirect cost savings of R&D process improvements.

the project. » Map legacy processes to
planned processes and
discuss business benefits
of each.

« Outline the risk
considerations of the project.

- Estimate acquisition and
implementation cost of
new systems.

- Calculate a financial metric
appropriate for long-term
investments.

Source: Gartner

Gartner

w



Analysis

Create a Financial Model

It is difficult to demonstrate a high positive financial value for R&D digital transformation
projects, as these projects rarely, if ever, link directly to revenue growth. As such, cost
savings become the path to demonstrating financial benefits for the organization.

To create a financial model, R&D leaders should:

- Map legacy systems to planned replacement systems. Create an inventory of
current systems and practices used to accomplish work within R&D, then map legacy/
siloed systems and practices to planned replacement systems (see Table 1).

Table 1: Example: Mapping of Legacy/Siloed Systems and Practices to Planned
Replacement Systems

Legacy Technology/System Planned Replacement Technology/System

Paper laboratory notebook Interconnected electronic laboratory notebook

Siloed laboratory instruments Interconnected laboratory information management system
Siloed computer-aided design (CAD) system Interconnected CAD system

Siloed engineering testing system or frame Interconnected engineering testing system or frame
Siloed product life cycle management (PLM) system Interconnected PLM system

Source: Gartner

- Prioritize replacement projects. Use good decision-making methods to prioritize
replacements, as new systems will likely be implemented in a cadenced fashion.

- Estimate the direct and indirect cost savings of the project. This includes savings
that can be attributed to the new technology, including elimination of direct and
indirect costs associated with current technology and/or systems. Direct costs
associated with legacy systems include application costs, licensing costs, renewal
and/or upgrade fees, on-premises hardware costs and personnel costs. Indirect costs
associated with legacy systems include inefficiency in data acquisition and storage,
inefficiency of manual processes in data sharing, errors and rework costs.

- Estimate acquisition and implementation cost of new systems. This includes
onetime costs such as cost of new technology acquisition and implementation,
as well as ongoing costs such as cost of the new technology subscription and
maintenance costs.

« Calculate a financial metric appropriate for long-term investments. Financial
metrics appropriate to R&D technology investments may be: net benefits analysis (the
value of all benefits less the value of all costs), cost-benefit analysis (the ratio of the
value of all benefits to value of all costs) or cost-effectiveness analysis (a comparison
of the total cost of the project to its effectiveness as measured in outcomes).
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Tell a Compelling Story

To tell a compelling story of business value creation through their business case, R&D
leaders should:

« Demonstrate impact on metrics most important to influential stakeholders.
For R&D leaders, the top criterion for including information in a business case for
technology investments is impact on stakeholder engagement metrics (see Figure 2).
R&D leaders must thus craft their story around how the investment will impact metrics
such as customer satisfaction, channel partner relationship and Net Promoter Score.

Figure 2: Top Criteria for Building a Business Case for Technology Investments
in R&D

Impact on stakeholder engagement metrics 29%

Time savings for the organization 28%
Impact on operational efficiency of BU/department 28%
Adoption and use of purchased technology solution 26%

Impact on revenue growth

Improvement in time to market/results

Total cost of ownership vs. budgeted outlay

On-time delivery of the technology solution

n = 242; all R&D line of business buyers who are required to build a business case for investments in technology solutions
Q: What are the top two most important criteria you will include in building a business case for investments in technology
solutions for your department or business unit?

Source: 2022 Gartner Industry LOB Buyer Behavior Survey

« Emphasize how digital transformation improves business outcomes through
R&D process improvements. Technology investments that support R&D’s digital
transformation strategy provide long-term benefits, many of which are qualitative
such as process efficiency, automation, data democratization, increased personnel
bandwidth and talent outcomes. As the business value of these improvements is
difficult to quantify, R&D leaders can use business impact data (see Figure 3) to
highlight the qualitative business benefits of digital transformation.
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Figure 3: Top Two Business Impacts From Making Technology Investments in R&D

Hl Sum of Top Two First Choice
Improve Product or Service Quality 8% 18%
Address Governance, Regulatory Compliance, Risk 8% 15%

Digital Processes and/or Operating Model m 14%
Automate Business Processes _m 13%
Improve Employee Experience (Including :_ o
Store Associates) 13%
Improve Supplier or Partner Relationships, m 12%
Including Ecosystem Participation and Influence °
Digitalize Products and Services :m 12%
Talent Management (Including New-Hire Acquisition) j 1%
Modernize Legacy Systems :m 1%
Create New Products or Services (Innovation) m 1%
Corporate Social Responsibility m 10%
Improve Customer Experience m 10%

Introduce New Revenue Models _m 8%

Monetize Customers’ Service Needs via o
Connected Products :m 5%

n =243, all R&D line of business buyers

Q: What are the top two strategic business initiatives for your business unit, which you intend to support by initiating or making
an investment in technology solutions in 2022-2023?

Source: 2022 Gartner Industry LOB Buyer Behavior Survey

Note: Only attributes above 3% are represented.

« Map legacy processes to planned processes and discuss business benefits of
each. Create an inventory of current processes within R&D and map legacy processes
to planned new processes (see Table 2). Then, discuss the business benefits of each
planned process change, for example, digitalizing processes and/or operating models
will improve speed to market, automating formerly manual R&D procedures will reduce
errors and rework, and digitalizing R&D data and analytics environment will improve
talent acquisition and retention.

: Gartner



Table 2: Example: Mapping of Legacy Processes to Planned New Processes

Legacy Processes Planned New Processes

Stand-alone processes and/or operating model Digitalized processes and/or operating model

Manual procedures Automated procedures Manual

Manual data input and sharing Automated data input and sharing

Poor data and analytics environment Al-enabled democratized data and analytics environment

Source: Gartner

« Outline the risk considerations of the project. This should include the risks of not
investing as well as the risks of investing in the project. The risks of not investing
in the digital technology investment may include increasing costs due to poor
efficiency, manual errors and rework, poor decision making due to limited data and
analytics, reduced competitiveness compared to other companies executing digital
transformation, and unpredictable downtime of the aging legacy systems. The risks of
investing in the project may include near-term loss of productivity when transitioning
to the new system, investment requirements higher than originally estimated,
interconnectivity problems with already interconnected systems, security of data in
cloud-based systems, and vulnerability to cybercrimes and ransom attacks.
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Incorporate Five Key Characteristics

A review of business case literature reveals that good business cases have five
characteristics. They are strategically aligned, clear, transparent, pragmatic and narrative

(see Figure 4).

Figure 4: The Five Characteristics of a Good Business Case
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It cannot be overemphasized that the
business case must align with and support
the overall strategy and roadmap for digital
transformation. The business case should not
reflect the R&D leader’s point of view, which
might be interpreted as only serving the R&D
function as opposed to supporting the overall
business. R&D leaders must be careful to craft
the business case communication collateral
to address the concerns of the stakeholders.
Influential stakeholders must see that the
business case is in alignment from their
unigue points of view.

The business case should explicitly
state all assumptions, particularly when
presenting the financial model. In the
absence of transparency, influential

stakeholders may question the likelihood

©

that the costs, risks and beneficial outcomes

of the project will be achieved.
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Clear

The benefits of investing in digital
transformation projects in R&D are unique
from other corporate functions because
they produce more intangible, long-term
benefits than tangible, short-term benefits.
This point must be clearly and concisely
made throughout the business case narrative.
Expectations for the outcome of these
investments among stakeholders must

be managed accordingly.

Narrative

R&D leaders face a challenge to secure
resources for technology investments
because they are competing with other
functions for finite financial resources. Other
functions may be advantaged because their
investment proposals will promise tangible,
near-term benefits. As such, R&D leaders must
depend on convincing storytelling of their
business case, emphasizing the long-term
benefits of their proposals.

Pragmatic Q

The merit of the project should be =
judged by applying the “Should-Could”

Matrix. Two questions should be answered

in the business case narrative: Will the project
provide sufficient future benefits compared

to its cost? Does the organization have

the capabilities to successfully complete

and implement the proposed technology
investment?

The financial model and the story of business value creation should reflect these
characteristics to build confidence in the influential stakeholders that the business
case is realistic and achievable.
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Actionable, objective insight

Position your organization for success. Explore these additional
complimentary resources and tools for R&D leaders:

I

Report
Leadership Vision for 2024:

Heads of R&D

Explore three strategic actions
for success.

Download Now

|

Report
Autonomous Things:
Technology Use Cases for R&D

Drive efficiencies and digitally transform
your R&D function.

Download Now

Already a client?

I

Report
Increase Stakeholder Adoption
of R&D Innovation

Overcome innovation adoption hurdles
to drive overall marketplace success.

Download Now

L]

Webinar
Join an Expert Deep Dive

Hear Gartner expert analysts discuss the
top challenges and priorities for R&D.

Get access to even more resources in your client portal. Log In
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https://www.gartner.com/en/innovation-strategy/events/webinars?utm_campaign=RM_GB_2024_CRTEC_NPP_IA1_BIZCASEFORDIGINVEST
http://gartner.com/account/signin
https://www.gartner.com/en/innovation-strategy/trends/increasing-stakeholder-innovation-adoption?utm_campaign=RM_GB_2024_CRTEC_NPP_IA1_BIZCASEFORDIGINVEST
https://www.gartner.com/en/innovation-strategy/trends/leadership-vision-head-of-r-d?utm_campaign=RM_GB_2024_CRTEC_NPP_IA1_BIZCASEFORDIGINVEST
https://www.gartner.com/en/innovation-strategy/trends/autonomous-things?utm_campaign=RM_GB_2024_CRTEC_NPP_IA1_BIZCASEFORDIGINVEST

Connect With Us

Get actionable, objective insight that drives smarter decisions and
stronger performance on your mission-critical priorities. Contact us
to become a client:

U.S.: 1855 811 7593
International: +44 (0) 3330 607 044

Become a Client

Learn more about Gartner for R&D Leaders
gartner.com/en/innovation-strategy

Stay connected to the latest insights @ ® @
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