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Conduct a Compelling Business
Impact Analysis

B y  L e o  A . W r o b e l

ONE OF THE MOST NOTEWORTHY THINGS I HAVE OBSERVED IN THE 20 YEARS

that I have been involved in Disaster Recovery Planning is how much
effort must be spent by the contingency planner simply for permission
to do his or her job. This is not to say that management is not in tune
with the need to plan for disasters, they are. This is also not to say that
management does not support the efforts of the contingency planner,
they do. The rubber really meets the road however when the contin-
gency planner has to request money or an increase in head count. Then
things become difficult.

I have mentioned in other articles that there are three answers one
can get from management in response to a funding request:

1. Yes.
2. No.
3. “Let’s Study this Some More.”

Which of the three do you suppose is the most common answer? If
you chose “let’s study this some more” you are correct, and no doubt
have been through such a request before. So what can be done to get a
“Yes?” Myself, I like to stack the deck before going into the budget
meeting to request funding.

One of the first things you will obviously need is a crisply-presented
Business Impact Analysis. If you can present such an analysis—in non
technical terms that management can understand—you WILL get your
plan funded. If there are any ambiguities or doubts however, manage-
ment will want to “study this some more” and you could walk out of
your meeting with a longer “to do” list than you had when you went in.

So what kind of information is most relevant to management?
Fundamentally, management needs only to know five things in order to
make a decision whether or not to fund your effort:

1. What Can Happen (Fire, Flood, Hurricane, Sabotage, etc.)
2. What is the Probability It Will Happen? (Expressed best in

percent probability of the event in a given year.)
3. What Does It COST When It Happens? (In terms of lost sales,

market share, employee productivity and customer confidence.)
4. What Does Preventing It Cost? (A high level overview of the

proposed protective system, procedure, or function.)
5. What Are The Other Factors? (Such as Legal Liability or

government requirements.)

Since I have covered these in other articles (available on the NaSPA web
site) I will not rehash them here other than to say you should use credible
figures from people that management holds in confidence. For example, if

you make a bold statement like “This company stands to lose $300,000 per
day for each day the credit card validation system is down,”—and the CFO
nods affirmatively when you say it, you are halfway home.

KNOW THE DIFFERENCE BETWEEN KNOWLEDGE
WORKERS AND PRODUCTION WORKERS

A meaningful metric you can use is to quantify potential loss is to
define it in terms of what kind of employees in your organization are
affected. Generally speaking, employees can be classified in two
buckets—knowledge workers and production workers.

Let’s use for example a stock brokerage firm. In such a company
there may be a call center with hundreds or thousands of employees
that directly interface by phone and email to the customer. These are
production workers. These are the folks where the “pain threshold” due
to the loss of an automated system is most acute. When the phones stop
ringing, for example, trading stops and the revenue hit is immediate.
Conversely, in the same company there are probably many knowledge
workers. As the name implies, these employees tend to be paid for what
they know as opposed to what they do. They could include human
resources, legal, various managers, directors, officers, and others. By
and large knowledge workers are paid more than production workers.
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▼ 45 Year Old Company Family Owned Snack Food Producer

▼ Perceived by Customers as Reliable, and As Good Value

▼ 2005 Sales

▲ Aligned Customers $48 million

▲ Non-Aligned Customers $16 million

▼ Average Aligned Customer Sale = $36,000

▼ Average Internet and Call Center (Non-Aligned) Customer Sale =

$3700.

▼ Non-Aligned Customers Demand Timely Customer Service - 90/10

Rule with 3% Abandon Rate.  100% Availability of Web Site a

MUST.

▼ “JIT” (Just In Time) Environment for Non-aligned Customers

▼ 4 Week Supply on Hand at Most Aligned Customers

▼ Account Reps Provide “Public Relations” and Customer Assurance to

Aligned Customers in Disasters

▼ Non-Aligned Are Just Down in a Disaster – No Reports or

Information

▼ Information to Non-Aligned after Disaster Should be a Concern to

Mitigate Loss of Customer Confidence and Market Erosion

Figure 1: FOCUS ON Lucky Leo Snack Food Co.



This means the planner may mistakenly prior-
itize them for recovery after a disaster. (e.g. I
better make sure my boss’s phone is up first to
cover my…) This may not be the best course
of action in all cases however for one big rea-
son: Knowledge workers can very often find
another place to work. A lawyer for instance
might temporarily take up residence at an out-
side legal counsel’s office where he or she
would have access to computers, copiers, law
library and other things necessary to do their
job. Sales personnel may work at home or
from their cars. Many sales people are on air-
planes 90% of the time anyway contacting
customers. Why burn the cycles to recover
their offices and systems if they are hardly
ever there?

This whole idea of determining WHO
employees are beforehand and WHAT they
really need after a disaster brings to mind a story
I have used many times in the past. Forgive me
if you have heard this, but it is compelling:

A disaster recovery planning team
was given an unusual task. It seemed
that the CEO of the company was
driven to work each day in a chauf-
fer-driven limousine. The technolo-
gists on the team determined that if
this limousine was ever in an acci-
dent, or stolen, or in the shop, that
the executive would not be able to
get to work and that the impact on
the company would be profound.
Next, a team member presented data
that there could be another oil
embargo and that fuel could be a
problem that would also ground the
limo. The team therefore proposed
on-site fuel storage. This prompted
yet another comment regarding what
the EPA might have to say about
storing fuel, so it was agreed that
several team members would attend
EPA training courses. Another
hinted at the possibility that a labor
strike could mean there was no
driver for the limo, so it was agreed
that several team members would
secure commercial driver licenses.
Regarding the limo itself, the team
determined that there were no
Sungard or IBM limousine recovery
services so everyone reluctantly rec-
ommended that the only way to be
sure they would always have a limo
was to have a second, fully-staffed
limousine available to the executive

at all times. After putting together a
magnificent PowerPoint presenta-
tion, they went in to “sell” executive
management and get $250,000 in
funding for the limo / staff / fuel /
EPA and Training project. Much to
their surprise however, they were
torpedoed in the first two minutes of
the meeting. That’s how long it took
management to tell the planners that
a bus pass could be had for $3.00 if
it was raining outside, otherwise the
executive really lived close enough
that he could walk to work.

As silly as this story sounds, this scenario
happens regularly in the corner office with
technologists who try to inform management
about business impact but do not do their
homework. The rest of this article covers how
you should do yours.

KNOW ALL OF YOUR BUSINESS

Just as there are different types of employ-
ees to consider (knowledge and production)
your company probably has different busi-
nesses, or at a minimum different business
dynamics in each business unit. You will
need to learn about each to have a valid
analysis. Talk to responsible managers and
executives. The following is a modest exam-
ple. Note that all of the underlying informa-

tion for this study either comes from man-
agement or from people management holds
in confidence. That way when the time comes
for the big funding request meeting, manage-
ment will have SEEN these figures. How can
management disagree with its own figures?
See what I mean by stacking the deck before-
hand? Since, as an author, I have no idea
what kind of company you work for, I’ll
make a few assumptions:

▼ You work for the Lucky Leo Snack
Food Company, a family-owned maker
of potato chips, pretzels, and other salty
snacks.

▼ Your company has two principal lines
of business. The first is an institutional
customer base of “aligned institutional
customers.” These are schools, fast
food chains, prisons, and other
organizations where formal contracts
are in place. These customers, by virtue
of their volume and contract, generally
get a rate 20-25% below the standard
rate. They also order and keep a four-
week supply of your product on hand.
They comprise 2/3 of your customer
base. Each has an assigned account
executive due to their large size, and
this executive visits each customer at
least weekly, in order to take their order
and to introduce new products and
incentives. These sales people are
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Revenue  = $64 million per year 
  Business Days  = 260 
  Daily Revenue = $246,000 

  Other Issues: Lost Productivity 
     Lost Market Share 
     Lost Customer Confidence 

   Number of Idled Employees in Total Outage:  1000 
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Figure 2: DYNAMICS OF Lucky Leo Snack Foods, Non-Aligned vs. Aligned Customers

Technical Support | April 2006



almost always on the road and work
highly incented. (Largely commission)

▼ The second category is “non-aligned
customers.” These customers order
from a wide variety of suppliers and
are generally vending machine route
salespeople. They are much smaller
than the aligned customers but there
are many, many more of them. These
customers are extremely price
sensitive and will buy from any salty
snack company that has the lowest
price that week. These customers also
cannot afford the monetary “float” of
buying and warehousing four weeks
worth of your snacks like the big guys
can. They depend more on a “just in
time” delivery system where they can
order over the Internet from your
company and have two day delivery of
your product. In essence, your
company acts as their warehouse.

KNOW THE DYNAMICS OF YOUR
BUSINESS

Figure 2 depicts how quickly each of your
company business lines’ daily revenues
decline in the event of a major disruption.

1. Note that the snack food retailer loses
almost all “non-aligned” revenue after
the first day. This is because in a
“commodity” market a caller will order
from a competitor almost immediately.
Snack foods have razor thin margins for
a company this size due to competition
with big companies like Frito Lay. It is
therefore more difficult for this company
to get customers back after it loses them,
since there is little room to discount the
product or make other concessions. This
company’s non-aligned customer
business would be in the most serious
trouble after a disaster.

2. The second company, as we said, sells
to large institutional users. They have
assigned account executives, bought
products four weeks in advance, and
they comprise 2/3 of your business. You
have a little more time with these
customers. Moreover, large, aligned
customers with face to face sales
persons and years of business
relationships are the most difficult to
lose. Once you lose them however, they
are far and away the most difficult to
get back.

Aligned Customers could order elsewhere,
but would probably wait a few days because of
the existing business relationship, not to men-
tion their 25% discount. This particular cus-

tomer mix produced the second line showing a
significant, but less immediate revenue loss.
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Figure 4: Recommendations to Mitigate Exposure Lucky Leo Snack Foods Non-Aligned Customers
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Figure 3: Recommendations to Mitigate Exposure Lucky Leo Snack Foods Aligned Customers



So essentially the scenario of a major disaster with the Lucky Leo
Snack Food Company would go roughly like this:

▼ Non-exclusive customers bail out day one. (1/3 of your business)
▼ Exclusive customers jump ship about two weeks later. (Another

1/3 to 2/3)

PRESENTING THE DATA TO MANAGEMENT

Now that you have established a frame of reference that management
will understand, how do you present it? Let’s discuss some techniques,
using the fictitious Lucky Leo Company once again as our guide.
Figures 3 and 4 show a convenient method for contrasting the two
diverse business lines in an interdepartmental setting. Try for example
to illustrate the 2 business divisions with at least three high level slides,
as follows:

1. A “Focus” slide showing high level issues and business
overview.

2. A “Dynamics” slide, designed to show how long the business
could operate in a major automated system.

3. A Cost / Benefit Slide designed to represent the line of business
need vs. perceived benefit. (i.e., some systems desired by the
non-aligned customer division may be somewhat passé to the
aligned customer division.)

Color-coding the “Cost/Benefit” slide by business division enhances
the presentation even more. That is why there are two slides represent-
ing the aligned and non-aligned units. This makes for an easy compar-
ison of the “pain threshold” of each unit in the same meeting. It is also
an instant ice breaker since both business divisions feel like you are
sensitive to their unique needs, making them all the more eager to sup-
port you.

The multicolored tables in Figures 3 and 4 show the relative cost
based on the associated risks to the components in the environment.
Where the risk is high and the costs are very low, the decision is a no-
brainer to sell. These are indicated in RED. However, where the risk is
low and the costs are high to very high, some business divisions may
not want to approve the expense. These areas are indicated in GREEN.
The bulk of the costs may be in the moderate range and the moderate
risk areas are the ones worthy of further discussion. These are indicated
in YELLOW. The recommendations stay the same for each business
unit—only the COLORS change to reflect the differing business
dynamics, pain threshold and willingness to pay of each individual
business unit.

If produced properly, these slides will be the cornerstone of your
executive presentation for support and funding as well as serving as a
springboard to fruitful discussion and thoughtful technological planning.
Take a look and see for yourself. As you do, note the almost complete
absence of any technical terms until the last slide. As you look at them,
ask yourself whether your non-technical wife, husband, father, mother
or grandmother would understand the message? If they could, then your
presentation is ready for management.

This kind of approach can be used in a wide variety of companies,
whether exposure is relatively high or low. Generally speaking, what
kinds of companies have the shallowest graphs (e.g. lowest exposure)?
These “shallow graph” companies might include companies with a
high rate of “word-of-mouth” referrals, or in other words, companies

perceived to be really good deals. A customer will sit on hold for a long
time if you have far and away the least expensive product.

What kinds of companies have the steepest graph (e.g. highest expo-
sure)? Typically, it is financial services. People are really demanding
when it comes to their money. Banks are high on the “steep graph” list;
brokerages maybe even more so. If your broker is out of service, and
you just have to make that trade today, you will probably call a com-
petitor no matter how good the relationship with your present broker is.
What if you like the competitor better?

Other “steep graph” companies include operations such as catalog
sales organizations, “Home Shopping” networks, Ebay and the like, par-
ticularly those geared toward impulse sales. Nobody calls back tomor-
row to make an impulse purchase. The higher the exposure the steeper
the graph and also the more “red” area on the Recommendations slide.
These are all easy visual cues that Management can use to understand
your concepts and facilitate intelligent discussion.

In summary, it is a mistake in the business impact analysis phase to
homogenize customers and employees together, and assume that their
“pain threshold” and willingness to pay for protective systems are the
same. It isn’t, as this section has clearly illustrated.

You really must know what a given department does and whether
they can do anything else when an automated system fails. As I
stated earlier, “knowledge” workers (i.e. attorneys, engineers, man-
agers, etc.) can usually find something else to do if a system is down.
“Production” workers however (customer service reps, telemar-
keters, inbound sales centers) are completely dependent on the system
to do their job, thus the hit in productivity is more pronounced. It is
then necessary to also consider the differences in customers as well,
particularly whether they are aligned and have incentives or con-
tracts to keep them happy for a while or whether they will flock to
competitors immediately.

I hope these tips lead you to a successful and well-funded effort.
Good luck in your pursuits!  
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