Best Practices in Service-level Management
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Overview

In August 2000, BMC Software, Sun Microsystems and PricewaterhouseCoopers spon-
sored a study to develop a baseline of best practices information that could be used for an
online assessment tool. The assessment tool can be foundrahextsim.org/benchmark

In the study, 182 middle and executive management respondents from large organizations
(average 7,000 users per site) answered 35 questions regarding their business, Web sites,
operations and service-level management (SLM) implementations. They were asked to
profile a mission-critical service.

As part of the study, a survey was conducted on the Web. Five thousand information tech-
nology managers and executives from large North American organizations were invited,
via email, to participate.

The survey tested the impact of 22 factors on user satisfaction. The factors included key
measurements of availability and performance, recovery, SLM features (agreements,
reporting, measurement, monitoring, and documentation), resource use, and trends in help
desk use and software costs. An SLM Rating (scale: 0 to 100) was developed based on the
relationships between these factors and user satisfaction.

Highlights of the Study

The four top-mentioned factors contributing to user satisfaction were: having availability
requirements met, having an improving or stable availability trend, having performance
requirements met and having short recovery times from unplanned outages. These top fac-
tors (of the 22 measured) accounted for close to 30% of the variation in the ratings.

Technical managers had the highest opinion of their performance of SLM tasks and their
end users’ satisfaction with their service. Technical management respondents were twice
as likely as any other group of respondents to rate their service levels in the top 25% of
SLM ratings. ClOs and applications managers tended to describe their SLM near the over-
all average for the ratings, while operations managers tended to rate their operations more
critically.

Sixty-one percent of the respondents had service-level agreements in place for the mis-
sion-critical service they were profiling. Most of those agreements had goals, objectives,
and roles and responsibilities defined; in general, they included specifications of support
availability. Penalties for nonperformance or missed objectives (25%) and incentives for
exceptional performance (17%) were in place in significantly fewer agreements.
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The study shows clear evidence of an evolutionary pattern in SLM. Three groups of
respondents exhibit low, medium or high performance in SLM. A key difference between
the groups is the performance of the service in meeting basic needs — both the medium-
and high-performing groups accomplish this. High performance appears to be contingent
both on meeting basic needs and extending service-level management to customer care.

Fifty-six percent of the respondents chose to profile an application they described as a
“custom-in-house” application. Their use of custom applications highlights the impor-
tance of using SLM tools and processes that extend beyond packaged application
boundaries.

Key Factors in High Performance

The underlying infrastructure, customer care and the type of industry and role of informa-
tion were key factors for high performance of a service.

Underlying infrastructure

A solid infrastructure is critical to any underlying SLM effort. If a service is meeting avail-
ability and performance requirements, users are generally satisfied. Meeting availability
and meeting performance expectations appear to be conditions that must exist for high lev-

els of user satisfaction. They are the basic requirements (needs) for user satisfaction to be
achieved.
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Customer care

Three distinct groups of responses were observed and are classified on the following table
asStars Solid PerformersandLow Performers

Meeting -
. Providing Average
basic User Development
customer SLM : .
user : satisfaction status
care? rating
needs?
Stars YES YES 80 Very satisfied Customer care imple-
(48%) mented
Solid YES NO 67 Satisfied to Infrastructure needs
Performers very satisfied and basic user needs
(42%) satisfied
Low NO YES/NO 48 Neutral to dis- Early SLM develop-
Performers satisfied ment
(10%)

The average SLM rating for all respondents wasStarsdid many things right including
distinguishing themselves through high-quality communications with their customers and
users. Not only did they provide high availability and performance, they also provided a
“customer care” approach to SLM in the form of robust service-level agreements, high-
quality reporting to their users and formal measurement of user satisfaction.

Customer focus is what separated $indid Performerdrom theStars Solid Performers

(42% of respondents) delivered on users’ basic needs, and their performance on 19 of 22
factors closely followed th8&tars(48% of respondents). Both groups scored high on avail-
ability status and trend, performance status and trend, short recovery times and effectively
managed operations.

The primary difference betwe&tarsandSolid Performersvas their implementation of
“customer care” service based on three factors:

» Robustness of service-level agreement
» Sophistication of reporting methods to users
» Use of a formal user satisfaction measurement system

Low Performerg10% of respondents) did not meet basic requirements, and in general did
not have significant SLM implementations — although some elements described above as
customer care were present in several members of this group.

We have inferred that tHeow Performersare just that — not merely respondents discuss-
ing low priority services. This is based on our request that respondents “focus on what you
consider to be the most mission-critical application(s) group that you service.” As these
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are all mission-critical services, we see stages of development in SLM implementation —
and clear evidence that meeting basic user needs should be everyone’s first step in the evo-
lution. The elevation of the IT organization to business leadership is achieved from
extending consistency and stability into high-quality customer care.

Industry / Role of information

The type of industry or business the organization was engaged in had a strong correlation
to user satisfaction and SLM performance. The role of information in the business was
also a key contributor to user satisfaction and SLM performance.

Above-average Performing Industry Sectors:

* Services
» Health care
* Financial services

Below-average Performing Industry Sectors:
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» Communications

» Government / Education
* Manufacturing
Distribution

TheAbove-average Performing Sectaansist predominately of high-technology service
providers, other professional services providers (such as facilities and logistics services),
large-scale health care organizations, health care services organizations and insurance and
financial services organizations. These businesses are generally characterized by a high
reliance on information. Their information technology organizations are not a business
adjunct, but rather a significant part of the core business. They have high SLM ratings (71
to 78 points), and the leading scorers are well on their way to implementing customer care.
They are managing their information assets as a business function and are managing their
relationships with their end users. Most of 8tarsare from these sectors.

TheBelow-average Performing Sectdib to 70 points) have demonstraliedited to no
customer care implementation. They are generally meeting basic user needs. These busi-
nesses are also dependent on information technology and tend to manage large physical
assets. Information technology is more frequently a business adjunct than a core business.
Generally, theSolid Performersare prevalent in these sectors.

It must be noted that the preceding statements are about tendencies. There are high-per-
forming distributors in terms of SLM and user satisfaction — likewise, there are low-per-
forming services organizations. However, the industry relationships discussed above are
generally statistically significant.



SLM Implementation Insights

The study sponsors have found from their experiences in SLM service engagements that
clients tend to follow distinct stages of evolution in SLM. The initial stage is dalled

dation monitoring It includes metric collection, repository and reporting, threshold man-
agement and central-event management. Foundation monitoring is fundamental to serving
the basic needs of the user community. This stage is followed by one of two focuses. One
focus is on the business impact of SLM and the implementation of real-time SLA notifica-
tion, SLA reporting, and a service view of system components. The other focus is on the
information systems impact of SLM as evidenced by automating collective actions, inci-
dent management, and event analysis. In any event, both steps are taken in the drive to the
most advanced evolutionary stage capieedictive service assurance

Respondents of this study show behaviors that reinforce this evolutionary view of service-
level management. It is clear that the basic availability and performance needs of users
must be met for user satisfaction to be high. Service-level management, and more specifi-
cally its customer care aspects, are a leverage point to a higher level of user satisfaction.

One of the many unresolved points from this baseline study deals with the causative rela-
tionship between the issues. That is, if you attack basic availability issues first, and then
address customer care, are you any better off than using the converse strategy or a parallel
strategy? The research only suggests that there is a hierarchy of needs that must be met for
high satisfaction, and that our respondents tend to cluster around “stations” on that “need”
hierarchy. There are strong indications that implementations are clustered in their self-
assessment of SLM, suggesting that there are stages of SLM development and that success
(as measured by user satisfaction) is achieved in steps.

Industry comparisons point to a relationship between user satisfaction, the importance of
information to the organization and the steps taken to manage information as a
business asset.

Service-level Benchmark — Key Findings

Over 60% of respondents reported having service-level agreements in place for the partic-
ular service for which they reported (déigure 1). Generally, these agreements were

broad, including definition of roles and responsibilities, goals, reporting polices and sup-
port availability. A significantly smaller percentage reported performance penalties or
incentives; about half included procedures for adjusting to changing conditions.
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Contents of Service-level Agreement
Roles & responsibilities Fon
Goals & objectives

Reparting palicy

Help desk availability Fon

Penalities

Incentives

Adjustment procedures

0% 0%  20%  30%  40%  SO%  60%  FO%  BO%  S0%  100%
Percent of responses of those with agreements

Figure 1

Over half (62%) of the respondents with agreements in place provided reporting based on
aggregated indicators of infrastructure or componentsHigeee 2). Thirty-six percent
reported having automated reporting systems that provided customized reports to users.
Twenty-two percent of those with agreements did not provide reports to end users.

Reporting to Users

Customized reports 36%

|

Agyregated indicators 62%

Data on systems

a
companents 8%

Reports not provided 22%

% 10% 20% 30% 40% o0% &0% TO%
Percent of responses of those with agreements

Figure 2

Generally, respondents felt their problem documentatiorsaaewhat effectivaer very
effective(seeFigure 3). Only 8% felt their documentation waeffective Key reasons

why documentation was not very effective included lack of sufficient details, ineffective
use of documentation, and out-of-date or difficult-to-access documentation.
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Reasons for Ineffective or Somewhat Effective Documentation
Insufficient details 59%
Not used effectively
Hard to access

Out of date

Not generally done

0% 10% 20°% 0% 4% S0% B0% T0%

Percent of responses of those with fheffective or
Somewhat Effective documentation

Figure 3

Respondents reported availability as meeting user requirements 92% of the time
(seeFigure 4). Only 5% reported declining availability. Similarly, 87% of the respondents
indicated performance as meeting requirements and 11% reported performance as declin-
ing. Use of staff resources to support availability and performance issues was relatively
low. About half (45% to 55%) of respondents reported less than 20% use of their systems
administrators’, applications administrators’ and database administrators’ time to support
availability or performance issues. Only 5% of the respondents indicated that 60% of their
administrators’ time was engaged in availability and performance issues.
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Figure 4

Infrastructure implemented to support high service levels was prevaleRigsee 5).
Approximately 70% reported a high-availability server configuration or a Parallel Sysplex,
more than 50% mirrored disk and over 42% reported network failover configurations.
Only 11% reported no specific high-availability infrastructure features.

High-availability Infrastructure

High availahility server configurations
4 ty d &60.8%

Locally mirrored disk

o

Metwork fallover

Sysplex or geoplex

18

Remote mirrored disk

13.6%%

Ma high awailability Infrastructu re

10.7%

0% 10% 20% 0% 40 S0% 60 70

Percent of Responsges

Figure 5
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Respondents were very positive about their end users’ satisfactidrigaes6). Only

17% reported neutral or dissatisfied users. In general, user satisfaction was positively
related to all elements of sophisticated service-level management. Fifty-six (56%) percent
of respondents reported having a formal user satisfaction measurement program. Respon-
dents with formal programs were more likely to report higher user satisfaction than those
without a formal measurement program.

User Satisfaction

Extramely satisfied
Very satisfied

Satisfied 47%

MNeutral

Dissatisfied

Very dissatisfiad

Extremely dissatisfied

% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50%
Percent of Responses

Figure 6

Respondents and Sites

The 182 respondents came from a broad spectrum of industries — dominated by commer-
cial, financial and services sector organizations ksgpare 7).

Industry ! Business
Caommercial 3%
CommiTrans/Utils
Finance

Services

Puklic sector

T T T
0% 5% 10% 15% 20% 25% 20% 35%

Percent of Responses

Figure 7
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Sixty percent of respondents were from sites with over 20 terabytes of online data. Thir-
teen percent had over 80 TB ($&@gure 8).

Terabytes of Online Storage
Less than 20 TB 9%
20t 3935 TB
40t0 59.98 TB

6010 79.99 T8

80 TB ar Greater

T
0% 2% 10% 15% 20% 25% 30% 35% 40% 43%

Percent of Responses

Figure 8

Approximately 50% of the sites had more than 7,000 users, and half of those had more
than 15,000 users (s€@ure 9).

Site Users — Internal & External

Less than 1,000
1,000 ta 4,999 35%

5,000 ta 9,998

10,000 to 14,999

15,000 and Greater 28%

1
0% 5% 10% 18% 20% 25% 30% 358% 40%

Percent of Responses

Figure 9

About a third (31%) of the respondents were in technical management roles, 20% were in
applications management roles and 15% were IT executiveBi(gae 10).
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Respondent’s Role

Technical suppart management

Technical management 3%
Applications management

Executiva managamant

Other

Operational management

1 T T

0% 5% 10% 15% 20% 25% 20% 35%

Percent of Responses

Figure 10

Methodology

CustomerSat.Com conducted this study using a Web-based approach.

Conclusion

Helping

The sponsors of this study, BMC Software, Sun Microsystems and PricewaterhouseCoo-
pers, have implemented a new site for the SLM community. The nextsim.org site contains
several articles and white papers addressing SLM issues. You can see how you rate at
www.nextslm.org/benchmark

An international survey will soon be done to compare and contrast differences in SLM
leadership by geographic region. The survey results will be delivered on this site.

You Maintain Advantage

BMC Software Professional Services helps companies maintain their advantage through a
comprehensive suite of consulting services and education offerings designed to ensure
ongoing business availability of critical applications. Our packaged and custom service
offerings maximize product potential, reduce project risk, accelerate the time to value, and
improve operations. The Service Assurance CégeBMC Software is our premier cus-

tom solution, helping customers achieve service-level management. In addition, our sup-
port organization provides the crucial documentation and responsive problem resolution to
keep your business on track.
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About BMC Software

BMC Software is one of the world’s largest independent software vendors. We deliver the
most comprehensive e-business systems management software with the fastest guaranteed
implementation. We help companies achieve greater availability, performance and recov-
erability of their business-critical applications. Companies that are members of the BMC
Software OnSiteprogram demonstrate their ability to deliver optimal service to their cus-
tomers and partners. This certification program conveys that our customers’ e-business
applications or service offerings are managed by BMC Software technology and have
undergone rigorous performance testing.

BMC Software is a Forbes 500 company and a member of the S&P 500, with fiscal year
2000 revenues exceeding $1.7 billion. The company is headquartered in Houston, Texas,
with offices worldwide.
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For more information visit
BMC Software on the Web at
www.bmc.com

< bmesoftware

Assuring Business Availability

BMC Software, Inc. is an Equal Opportunity
Employer. BMC Software, BMC Software OnSite,
the BMC Software logos and all other product or ser-
vice names are registered trademarks or trademarks
of BMC Software, Inc. in the USA and in other select
countries. ® and ™ indicate USA registration or USA
trademark. Other logos and product/trade names
mentioned are registered trademarks or trademarks
of their respective companies.

© 2000, BMC Software, Inc. All rights reserved.
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