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COPIES AND COPYRIGHT

As always, members are welcome to an unlimited number of copies of the materials contained within this handout. Furthermore, members may copy any graphic herein for their own

internal purpose. The Corporate Executive Board Company requests only that members retain the copyright mark on all pages produced. Please contact your Member Support Center
at +1-866-913-8101 for any help we may provide.

The pages herein are the property of The Corporate Executive Board Company. Beyond the membership, no copyrighted materials of The Corporate Executive Board Company may
be reproduced without prior approval.

LEGAL CAVEAT

The Infrastructure Executive Council has worked to ensure the accuracy of the information it provides to its members. This report relies upon data obtained from many sources, however,
and the Infrastructure Executive Council cannot guarantee the accuracy of the information or its analysis in all cases. Furthermore, the Infrastructure Executive Council is not engaged in
rendering legal, accounting, or other professional services. Its reports should not be construed as professional advice on any particular set of facts or circumstances. Members requiring
such services are advised to consult an appropriate professional. Neither The Corporate Executive Board Company nor its programs are responsible for any claims or losses that may arise

from a) any errors or omissions in their reports, whether caused by the Infrastructure Executive Council or its sources, or b) reliance upon any recommendation made by the Infrastructure
Executive Council.



ROAD MAP FOR THE PRESENTATION

What’s Wrong Understanding Organizing
with Service ) Service Management ) What Matters Most ) for Service

Effectiveness Management Impact

Management?
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A pragmatic idea that
is ill-defined and often
misunderstood

has organizations
scattered across

an implementation
continuum.

Critical Compentencies
for Service Leadership:
Varying ideas about
service management
and an implementations

WHAT’S WRONG WITH SERVICE MANAGEMENT?

Implementation Continuum
lllustrative

Minimalist Extreme

e.g., Minor Front-

End Addition

® Fase of
implementation

B | ack of integration
with core operations
and strategic

Minimalist Approach

‘@)

\®)
Sinking Under

Implementation Weight

continuum lead to four major
challenges articulated by the
membership.
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planning

Four Major Challenges

1 What level of
resources should |
dedicate to service
management?

o

"‘ “Right now, it

Member Sseems more cost-

Articulation effective to have the

technology tower
leaders also

act as service
managers.”

What tools and
characteristics

are required to
succeed at service
management?

“What is the business

case for creating
a CMDB or service
catalog?”

3 What are the
most important
prerequisite skills for
service management
staff?

“It’s difficult to find
the right people for
this role, and I've
already experienced
a couple of failures.”

Change Everything
Extreme

e.g., Major

Organizational Change

B New organizational
structure

® New skills

B New certifications

4 \Which activities
have the highest
impact on improving
service management
effectiveness?

“How can | get more
productivity out of
the resources that
| already have in
place?”



Three predominant
service management
structures observed
across the IEC
membership.

® |n a highly variable

environment, three general

structures are identified
along with the staffing
(full- or part-time role)

continuum of the service
management organization.

Often organizations find
themselves in between
types, or as a hybrid of

structures that fill gaps at

their company.
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A CONTINUUM OF SERVICE MANAGEMENT ROLES

Service Management Roles
Illustration

1 Traditional Technology
Towers Structure

1

The technology tower
leader is also in charge
of a service or a group

of services.
Head of
Infrastructure
[

T T T 1
8
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2 Process

Aligned

services from a
process viewpoint.

Incident
Management

Change
Management

Problem

| Management

Process teams support

3 Service

Aligned

® Service management

F staff are assigned to
oversee end-to-end
service activities.

Part-Time Roles

Dedicated Personnel

A4

N



A NEW LENS FOR PRIORITIZING SERVICE MANAGEMENT ACTIVITIES

Overview of Research Methodology

Data Collection

Analysis

Validation

Actionability

1 Building from prior
research, create a
list of effectiveness
drivers.

2 Construct
and administer
the diagnostic.

3 Construct Service

Management
Effectiveness
Index and link it
with infrastructure
performance.

4 Measure impact of

characteristics and
activities on service
management
effectiveness.

5 Isolate infrastructure

performance metrics
and compare with
Service Management
Effectiveness Index.

6 Identify highest-

impact activities.

B Develop system of
variables for service
management from prior
research and member
interviews.

B Administer Service
Management
Effectiveness
Diagnostic at more
than 100 member
organizations.

Tabulate responding
organizations’ ratings
of effectiveness and
performance across
inputs and outcomes of
service management.

B Evaluate impact of

overall characteristics
and activities on service
management.

Statistically control for
differences in industry,

B Use infrastructure

performance

metrics to validate
relationships between
Service Management
Effectiveness Index and
performance variables

B Gauge the service

management
characteristics and
activities that have the
greatest direct impact
on service management
effectiveness.

B | ink diagnostic results B Perform factor analysis firm size, and other )
to external data on on outcome variables of exogenous factors. that are top of mind to |dentify the economic
revenue, number of service management IEC members. significance of jumps in
’ ) ’ Regress management )
employees, industry, ® Rank member activities on effectiveness.

total shareholder, and

companies based on

effectiveness index to

Link high-impact activities

return. . . . L )
index. determine maximum to existing IEC research in
impact of individual an implementation guide.
activities.
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The IEC also created

a service management
effectiveness index and
measured the activities
and competencies of
service managers and
their SM organizations.

= A representative sample
across various levels of
performance pinpoints high-
impact service management
activities.
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DRILLING DOWN ON SERVICE MANAGEMENT
AND MANAGER EFFECTIVENESS

Components of Service Management
Effectiveness Index
Il Factors
® Reducing infrastructure costs B Correcting suboptimal SLAs
B Reducing delivery costs ® |mpacting IT projects
B Quickly resolving service B Assuring that SLA levels
problems reflect needs
® Managing demand B Building trust
B Adjusting capacity proactively ® Customer friendly
® Preventing service problems

Diagnostic Format
lllustrative

Service Management Effectiveness Diagnostic

How effective is your organization at ?
Highly Highly
Ineffective e Effective
O N N N N M) O
U/ U/ U/ U/ U
Study Model
Flow Diagram
1. Characteristics 2. Service 3. Infrastructure
and Activities } Management } Performance
Effectiveness
Key Characteristics A Single Quantifiable
and 24 Impactful Performance Measures
Activities Index of Service of Infrastructure
Management Performance
Effectiveness
(0-100)

Ranked Diagnostic Respondents

By SME Index
100
90
80
1
1
2x /0 t
[ % 1
§E 6o |
T C 50 !
= g 1
= / 1
00 40 1 1
> 2 '/ ! |
au 30 : l
/ '
. 1
20 I 1
1 1
I 1
10 1 1
1 1
O 1 1
—~ _
Bottom Top
20% 20%

Institutions Ranked in Order of SME Index

n=94.

86 = Average of Top 20%

IEC observes a doubling of
effectiveness between the
bottom 20% and top 20%.

41 = Average of Bottom 20%



Top performers in the WHAT’S AT STAKE

Service Management
Effectiveness Index

outperform in other

critical areas of Average of  Average of Average of Obbortunit Example: $90 M
infrastructure and Bottom 20% Middle 20%  Top 20% 212 o Operating Budget'
business performance. 1.8%

-- IZJ% US$28 Million

Annual Change in
Operating Costs

(0.9%) (1.3%)
Cost Operating
Management SRS VS (1.0%) A 1-2% il
e Budget ’ 7 US$1.1 Million
(2.0%) (2.2%)

4.7%

Project Costs

15.3% .
Versus Budget _--- i US$0.9 Million

(5.0%) (6.0%)
Downtime/Year 40 hr+ 25 hr 15 hr Two-Thirds Reduction
. in Incidents and
LR a 70% Improvement
MTTR 42 hr+ 16 hr 12 hr 7 Improver
in Response Time
Neither .
: : o h f
. . Satisfaction Satisfied nor SomAevxl/ at satis |gd tp 30% Improvement in
Satisfaction ) s Satisfied Very Satisfied ) )
Index Dissatisfied 710 (9/10) Customer Satisfaction
(6/10)
Business Above Market
Shareholder (3%) 4% 1%
Performance

Return?

! Difference from bottom 20% average to top 20% average for a hypothetical $90 million operating budget for one year.
2 For a hypothetical $18 million project budget for one year.
3 Above Market Shareholder Return = (average total shareholder return)—(average CRSP market return) over four years (annualized).

Source: Center for Research in Security Prices (CRSP); FactSet Research Systems; 2007 IEC Service Management Effectiveness Diagnostic.
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Top-performing
organizations are
much more likely to
have dedicated service
management staff and
benefits of dedicated
staff are significant.
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THE REWARDS OF DEDICATION

Impact of Dedicated Staff on Service
Management Effectiveness
Percentage of Respondents Using Dedicated Staff

72%

Dedicated Staff

Bottom 20% Top 20%

n =94,

Economic Model?
Operating Cost Gains from Effectiveness Improvement

No One Part-Time Dedicated

Economic Benefit of Dedicated Service
Management Staff’
Effectiveness Performance Improvement, Indexed

No One Part-Time Dedicated

Dedicated service management
staff have five times the impact
on effectiveness as part-time staff.

Moving from part-time to
dedicated has the greatest
economic reward.

1 Performance improvement is calculated by using the difference in regression coefficients for the
individual organizational designs and scaling them to a “No One” response baseline of 100.

2 The economic model is calculated using the example operating budget improvement for a hypothetical
$90M operating budget company and then applying the corresponding performance improvement

percentage.



Top performers
demonstrate a

high degree of asset
standardization
enabled by core service
management processes
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A RELENTLESS REDUCTION OF EXCEPTIONS

Degree of Asset Standardization Adherence to Retirement Processes
Percentage of Respondents “Mostly Standardized” Percentage of Respondents “Effective”
72% 94%

39%

17%

Bottom 20% Top 20% Bottom 20% Top 20%

Standard Process for Reviewing New Technologies
Percentage of Respondents “Effective”

50%

6%

Bottom 20% Top 20%

n=94.

10



INFRASTRUCTURE EXECUTIVE COUNCIL®
IT PRACTICE
www.iec.executiveboard.com

© 2009 The Corporate Executive Board Company.
All Rights Reserved. IEC2674583326

n=94.

A RELENTLESS REDUCTION OF EXCEPTIONS
(CONTINUED)

Adherence to Change Review Process Recognizing Early Warnings of Project Failure
Percentage of Respondents “Effective” Percentage of Respondents “Highly Proficient”
89% 89%

28%
22%

Bottom 20% Top 20% Bottom 20% Top 20%

n



Business immersion, UNDERSTANDING OF BUSINESS

while helpful, is not as

important to service
manager effectiveness Business Background of Service Management Staff Capability to Customize Communications
Percentage of Respondents “Experienced” to Specific Audiences

as customized
Percentage of Respondents “Highly Proficient”

communications.

61%

11% 1%

0%

Bottom 20% Top 20% Bottom 20% Top 20%
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The best service
managders have a
general understanding
of infrastructure but a
deep understanding of

enterprise architecture.
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UNDERSTANDING OF ARCHITECTURE

Broad, General Understanding of Infrastructure
Percentage of Respondents “Highly Proficient”

39%

Bottom 20%

89%

Top 20%

Detailed Understanding of Enterprise Architecture
Percentage of Respondents “Proficient” or Higher

83%

28%

Bottom 20% Top 20%

13



Of the 72 service
manager skills and
activities measured, only
24 had a positive impact
on their effectiveness.

= Where impacts were seen,
those impacts were highly
disproportionate in favor
of business partnership
and financial management
activities.
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A NOTEWORTHY TWO DOZEN

Anchoring Infrastructure Driving Effective Mitigating Service
Activities to Business Priorities Service and Cost Trade-Offs Supply Chain Complexity

40.0

. Max Impact

3 Impact Rank

317

20.0

Maximum Impact on Service Management Effectiveness

n=94.

Note: Each bar represents a statistical estimate of the maximum total impact on the Service Management Effectiveness Index that each activity will
produce. The maximum total impact is calculated by comparing input statistical ranges and output statistical estimates. The impact of each activity
is modeled individually.



Activity Group #1:
Anchoring Infrastructure
Activities to Business—
Make service definitions
clear and concise, and
update them frequently

= Of the first eight activities
grouped around anchoring
infrastructure activities to
business priorities, data
shows a high yield to writing
clear and concise service
definitions, updating them
frequently, and monitoring
infrastructure performance
against these definitions.

® Marginal effectiveness
payoffs exist for linking
services to underlying
business processes or
forward integrating into BU
strategy.

® This is due to their narrow
distribution indicative of
high relative proficiency
(or lack of proficiency in the
case of influencing strategy)
across all study participants.

INFRASTRUCTURE EXECUTIVE COUNCIL®
IT PRACTICE
www.iec.executiveboard.com

© 2009 The Corporate Executive Board Company.
All Rights Reserved. IEC2674583326

CLARITY OF SERVICE, NOT BUSINESS STRATEGIST

Anchoring Infrastructure Activities to Business Priorities
Maximum Impact Percentage on Service Management Effectiveness

Creating a common language for IT W Mex impact
services and updating it regularly Mean Proficiency
keeps the suppliers and consumers of ‘ Response
Infrastructure on the same page.

33.0%

3 Impact Rank

Understanding how
services support business
processes is helpful, but, by

23.4% 22.39% itself, is not the greatest
27°  area of gain.
19.2%

° Having input on the
business unit strategy
is a less influential
priority.

11.5%
° 10.7%
High
--------------------------------------- - Proficiency
* *
_______________________________________ - - Proficient
L 2
13 14 18
Low
o < (\6 © e@* Proficiency
NCIAS @ xS S o X
2 \€>\<\ ng\e S o @(O (.\gx 5\\080&6 oq\@
5 Q e of
< R ATl
O{(\ 2) S 'Q’O R O
@ @\} C/O ’{,\O\ 0%\ @)
A & .S 2 7
. N
© .
n=94.
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Activity Group #2:
Driving Effective Service
and Cost Trade-Offs

= Understand and
communicate the drivers of
service cost before investing
in detailed costs accounting
and chargebacks.

® The best way to improve
service management
effectiveness (and thus
infrastructure performance)
is to improve visibility into
cost drivers and thereby
enable business and
technology partners to make
better trade-off decisions.
Chargebacks and detailed
cost accounting efforts
scored a lower payoff in
terms of effectiveness.
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COST KNOWLEDGE, NOT CHARGEBACKS

Driving Effective Service and Cost Trade-Offs
Maximum Impact Percentage on Service Management Effectiveness

The best way to improve service management B Max impact

effectiveness is to improve visibility into cost drivers. This o

will help business partners make better trade-off decisions '3 Mean Proficiency
Response

and allow Infrastructure to communicate more effectively.
3 Impact Rank

31.7%

30.8%

27.9%
25.9%
24.1%
Too much emphasis on
20.9% chargeback and cost
19.0% accounting can distract
the department. Find
the right specificity for
your organization.
High
-------------------------------------- - Proficiency
*
2
______________ SR _ _ DR _ _ R _ - - Proficient
*
6 9 il 15
Low
Proficiency
. X @6 =8 > ~ .(\Q
R SN RS o S < NN
BN o S5 LS o S e S
& 5P SR 2F O &R W LK ot
o o &F ) L AN DN S ESANAY
o2 NNAY AV N DS &9 C
%0}4 QQO\“\& 6\%& O > =) 2 N N
N N @
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Activity Group #3: STRATEGY AND COORDINATION, NOT TACTICAL SUPPORT

Mitigating Service Supply

Chain Complexity

Mitigating Service Supply Chain Complexity

Maximum Impact Percentage on Service Management Effectiveness

® For services to run smoother,
Infrastructure must define

and refine service support Monitoring exceptions to service levels allows you B Max impact
capabilities to adjust processes before commerce is interrupted.
' ‘ Mean Proficiency

Service managers play a critical role coordinating the Response

® The last eight characteristics 28.1% 27.7% delivery of services across functional technology towers. 3 Impact Rank
which are grouped into
a services supply chain
category show the 24.7% 23.6%
. (]

Most organizations
are already highly

importance of focusing
service management staff on

o - L
timely variance reporting— 20.9% 20.3% &?:;;?E:;f”sm
that is, monitoring and :
responding to infrastructure Few organizations
service issues before they 16.1% are proficient at
interrupt commerce. turning incident data
into valuable insight.
® | jkewise, driving to a higher 11.6%
. . . (]
level of standardization pays
off in terms of effectiveness.
Tactical activities such as )
crisis leadership and incident | B BESSSS e B ngh_ _
.. * Proficiency
data mining are areas of *
lesser impact. * *
...................................... - - Proficient
10 12 16 17
Low
Proficiency
X S X, N\ .
@ @ Q) NS 2 Q S
S 2 2 R \ S
LV NCY QO ' X N4 X O
RS x@o&p q& s G © & £56® © N
O (G & @’ o o o °
. ) @ @ SR> S %
< o QS < o QP © &
Q- N o N @ RO ¢ Oc}b
N . ©) AN X
Q¢ P 5 e K s
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Service Management Activity
Rebalancing Tool (S.M.A.R.T.)

A Benchmarking Diagnostic
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S.M.A.R.T. ROLLOUT PROCESS

SCENARIO: To prioritize service management activities for maximum impact, the Head of Infrastructure
and service management staff participate in a 20-minute diagnostic survey to isolate key areas for
organizational improvement relevant to the company’s specific business environment.

Step One: 1-2 Weeks
Diagnostic Survey Administration

Step Two: 1-2 Weeks
Signature Quantitative Analysis

Step Four: Annual

3 Step Three: 1 Hour
Maintenance and Refresh

Research Walk-Through

DIAGNOSTIC

AN

i

Head of Service
Infrastructure Management
Staff

2008

COMPANY A
Custom Report

///‘

Q4 Q4 Q4 Q4
2007 2008 2009 2010

Performance checkup
Diagnostic Survey 2008

Member’s Role

Appoint coordinator to assist
distribution of Web-based
diagnostic to staff members.
Select diagnostic completion
dates and research walk-through
date for delivery of signature
report.

Council’s Role

Assist coordinator in
communication and installation of
the diagnostic and answer

any participant questions.
Provide coordinator with regular
updates on progress.

Council’s Role

Analysis performed to measure

a proficiency baseline and assess
organizational strengths versus
weaknesses.

Identify greatest areas of
disagreement across staff
regarding desirable service
management outcomes and
proficiency levels.

Benchmark member data against
the Council’'s broader research
findings based upon a cross-
sectional perspective of more than
100 institutions.

Member’s Role
®m Schedule follow-up maintenance
date for reassessment.

Council’s Role

® Reduce overemphasis in low-
leverage areas and increase
emphasis on high-impact areas by
rebalancing activities. Council’s Role

= Reconcile alignment data = Deliver signature report.
with membership- prioritized ® Direct member and staff to
maximum-impact activities. existing research that heightens

= Explain the analysis and activity levels
environment-specific alignment in maximum-impact areas.
data to personnel to assist in = Monitor future performance versus
change management. previous baselines.

= Train staff and assist with follow-
up guestions and Web-based
resources.
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