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The Road to Professional Services Excellence

INTRODUCTION

The technology professional services business is starting to mature.

Signs that the industry has moved fr
fadul thoodo are everywherieviantt Gone ar
and Scient, with huge marketpitalization but limited profits. The ke

dy days of the dot.com boom have been replaced by large public offe

ings for Accenture, Cap Gemini and Bearing Point, and consolidation of

PWC and Cambridge Technol ogyaPartner
ta, Infosys and Wipro. Within technology product companies there is an

intense focus on growing revenue and margin from professional services.

Much has been written about the technology adoption lifecycle ahd tec

nology maturity modelswi t h correspownedongse-dpieidadg
ticdo measures of health for @ompani e
turity curve. Go to the business section of any bookstore and you will

find a plethora of great tools to pinpoint where your company is in terms

of product lifecyclamaturity and the optimum behaviors, strategy and

focus that should be deployed.

However, little if any research exists to understand and quantify the
technology professional services maturity mod&hat are the most

important focus areas for professionakervice organizations (PSOs)

as their business processes mature? What is the optimum level of
imaturityo or control at each phase
Can diagnostic tools for assessing a
key business processatepending on the level of maturity of the o

ganization start to be built? Are there key business characteristics

and behaviors which make the difference between success and-fai

ure? Do they change depending on how mature the company ori

dustry is? Howdoes the professional servicmaturity model operate

within the wider context of the technology maturity model?

Dave Hofferberth of Service Performance Insight
(www.SPIResearch.com ) and Jeanne Urich of Adexta Consulting
(www.adexta.com ) are conductingearch designed to benchmark the
correlation between professional service organizational performance and
the adoption of HAbest practicesodo and
study focuses on professional services excellence across Five Service
Performancéillarsi Business Strategy, Finance and Operations, H

man Capital Alignment, Service Execution and Client Relationships
Through the analysis of industry benchmarks and practical guidance
from experts in the field, the study will measure which key elésrame

the most important predictors of overall success.

Starting in September, 2007 Adexta & SPI Research have surveyed over
40 technology professional service organizatiomsth a goal to expand

the study to over 100 organizations in the next montre darly respo-

dents range from small to very large professional service organizations
either within technology companies (primarily software) or independent
system integrators. Companies who participate in the study will be given
a free copy of the fi report. Please follow this link to participate in the
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study:
http://www.spiresearch.com/ProductPages/SPI12007PerfPillarsQuest.htm

Figure 1 shows characteristicsgrbfessional service organizations as
they move from birth to maturity. This model is built on the sama-fou
dation as the Capability Maturity Model (CMM) that has been adopted
for software development; but is specifically targeted toward billable
PSOs, tht either exclusively sell and execute professional services, or
compliment the sale of products
use.

wi t h

Figurel: TheProfessional Services Maturity Model
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Source: Adexta and SPI Research, March 2008

FIVE SERVICE PERFORMANCE PILLARS

Adexta & SPI Research have broken the key business processes required
to create and run a professional service organization into fiverperfo
mance pillars:

1. Business StrategyA unique view of the future and the role the
service organizabh will play in shaping it. A clear and contpe
ling strategy provides a focus for the organization and galvanizes
action. Effective strategies focus on target customers, their bus
ness problems and how our solution solves those problems un
quely (and bed#r) thanits competitors. For a service strategy to
be effective, the role and charter of the service organization must
be defined, embraced and supported throughout the company.
Depending on whether the ppervice
port 0 splesordaiddve service revenue and margin, the
goals and measurements will vary.

Servic®erformance Insight Page?
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2. Financial Execution The ability to manage services profit and
loss. The ability to generate revenue and profit and develop r
peatable operating processEtements of tis pillar provide
long-term financial stability, enabling the PSO to manage growth
and provide an acceptable level of return to its shareholders.

3. Human Capitat Theability to attract, retain and motivatene
ployeesWith changing workforce demographi¢giman capital
strategy has increased in importance as executives worknto ma
age costs while assuring klients
ing on their projects. As PSOs have adopted a number of new
staffing models designed to achieve these goals, thelyaous
stantly work to keep their best peoplelorard and motivated.

4. Service ExecutionThe methodology, process and tools to@ffe
tively schedule, deploy and measure the quality of the service
delivery processService execution involves a number dfttas:
from assuring utilization rates remain high to delivering services
in a predictable and acceptable tifreme, to reducing cost
while improving project quality and harvesting knowledge.

5. Client Relationship (Sales, Marketing and Communicafdhe
ability to effectively communicate with employees, partners and
customers to generate and close business and win deals. Iti
volves improving relationships to better understand client needs,
while ensuring they will provide references and testinenia

These five fApillarsd define specific
(product or service) strive improve capabilities that will both optimize

profitability and also improve quality, human capital and client satisfa

tiond providing the besenvironment for longerm successdowever,

maximizing performance in one pillar could lead to performanceaeegr

dations in the other four. The objective is to optimize the results within

each pillar, while driving overall revenue, margin and customafaat

tion.

PROFESSIONAL SERVICES MATURITY MODEL LEVELS

Within each of the Service Performance Pillars Adexta & SPI Research
developed guidelines for process maturity. These guidelines cut across
the five service dimensions to illustrate examples ofrtass process
maturity. The study has been developed to measure the correkation b
tween process maturity and service performance excellence.

Level 1 - Initiation

At maturity Level 1, processes are ad hoc, and fluid. The businéss env

ronment is chaotic angpportunistic and the focus for the professional
service organization is primarily on
references. Often professiadnal serv
able to provide presales support one day and develop intedade

product workarounds the next. Success depends on the competence and
heroics of the people in the organization, and not on the use of proven
processes, methods or tools. In spite of this ad hoc, chaotic environment,
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young PSOs are often dynamic and.f Career and skill growth arb-a
undant because there is more than enough work for everyone. E
ployees willing to put in the time to master the product or take on add
tional tasks are celebrated and rewarded with increasing levels ofitespo
sibility.

Rudimentary systems for time and expense capture, reporting and billing
are initially developed on spreadsheets. Disciplined financial controls
and an intense focus on revenue and profit have not yet materialized.
Typically the starup professional servécorganization is run as a cost
center and may be combined with presales, support or engineering.

Level 2 - Pilot

At maturity Level 2, processes are starting to become repeatable. Best
practices may be demonstrated in discrete functional areas oageogr
phies but they are not yet documented and codified for the entirei-organ
zation. Basic processes have been established for the five Professional
Service Performance pillars but they may not be universally embraced.
Measurement and reporting systems are udeleelopment but may not
provide complete visibility or control into all major financial areas. The
organization is now run as a valadded profit and loss center. The
charter (within product companies) is to build client-seifficiency and
references Friction may exist with other functions and system irgegr
tion partners.

Level 3 - Deployed

At maturity Level 3 the professional service organization has created a

set of standard processes and operating principles for all major service
performancg i | | ar s but r-ewmteg@ dmasy amtdi Iilh oé d
agement has established and started to enforce financial and goality o

jectives on a global basis.

A critical distinction between level 2 and level 3 is the scope of sta
dards, process descriptigrsd procedures. At level 3, the standards,
process descriptions, and procedures have been published and there are
structures in place to ensure compliance. For example, a Projeet Ma
agement Office (PMO) has been created to oversee project quality and
ersure projects are delivered in accordance with a standard pr@ect m
thodology. Financial measurements and controls are in place to ensure
capture and reporting of time, expense and billing. A core setf ma
agement reports and operating plans are irepldde organization may

be very profitable. The charter is to rapidly implement engagements to
secure references while producing service profit. Higher level vertical
and business consulting practices may be under development.

Level 4 - Institutionalized

At maturity Level 4 using precise measurements, metrics and controls,
management can effectively control the PSO. Each service performance
pillar contains a detailed set of operating principles, tools and nazasur
ments. Organizations at this levet gjuantitative and quality goals for
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customer acquisition, retention and penetration, in addition to a complete
set of financial and operating controls and measurements. The business
has become predictable and profitable. Centers of technology exeellenc
as well as vertical and horizontal solution practices exist. Interlocking,
matrix managed organization and reporting structures may be in place
depending on the complexity of the solutions provided and the size of the
organization. It may be difficutb innovate and improvisemaking the
organization appear hierarchical and complex.

Level 5 - Optimized

Maturity Level 5 focuses on continually improving all elements of the
five performance pillars. A disciplined, controlled process for measuring
and @timizing performance through both incremental and innovative
technological improvements is in place. Quantitative precess
improvement objectives for the organization are established, continually
revised to reflect changing business objectives, and usgde in
managing process improvement. New initiatives for quality, cost control
or client acquisition are in place to ensure optimum performance. The
rough edges between disciplines, functions and specialties have been
optimized to ensure unique ptems can be addressed quickly without
excessive bureaucracy or fAsiloso.

BUILDING THE PROFESSIONAL SERVICE MATURITY MODEL

If the service performance pillars are mapped against process maturity a
AfService Excellence Roadmawdlés c an
insight into where an organization fits within the service maturity model
as well as a guideline to move from one level of maturity to the next.
The tool allows organizations to diagnose their performance strengths
and develop plans to bring laggiareas into alignment.

Table 1:Performance Pillars Mapped Against Service Maturity

Phase 1 Phase 2 Phase 3 Phase 4 Phase 5

Initiated Piloted Deployed Institutionalized Optimizd

3 Initial strategy  PS has become a PS is an important Service leads products. F PS is critical to the

Q is to support profit center bigt revenu@andmargin is a vital part of the companyService strategy
© product sales  subordinate to source but channel company. Solution sellin is clear. Complimentary
@ and provide product sales conflict still exists. is a way of life. PSis goals andcheasurements in
S referenceust. Strategy is to drive  Services differentiate included in all strategy place for all fations.

= while providing customer adoption products. decisions.

i) workarounds tc and references

-‘>£ complete profiably.

immature prod.

The PSO has 5 to 20% margin. PS¢ 20 to 30% margin. P$ PS generates > 20% of > 40% margin. Continuou

- ®W been created becoming a profit is acomplete &.. overall company revenue improvemergnd

g _S but is not yet center but still Standard methods foi  and contributes > 30% enhancement.

O ® profitable. immature finanaed  resource mgmt., time margin. High profit.

S o Rudimentary operations processe &expensengmt. and  Well developed finanogl  Global witlisciplined

LEL 8‘ timeand billing. operations pressesand processontroland
expense controls. optimization.
capture.
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= Hire as needed Begin forecasting Resource mgmskill Business proceasd Continually stafidtrain to
B = Generalist workload. Start mgmt, career mgmt,  vertical skills in addition 1 meet future needs. Highl
8 S skills. developing ja@nd employee satisfactior technicandproject skills. skilled, motivated workfor
= g Chameleons,  skill descriptioasd surveys. Training Career laddefraining Outsource commodity skil
T o Jack of All compensation plans plans. Attrition <20% investmentow attrition. or peaks.
g < Trades.
T Individual
heroics.
- No scheduling. Skeleton Collaborative portal, Integrated projertd Integrated solutions drive
.g Reactive. Ad methodology in begin looking at resource management. performance. Continual
3 hoc. Heroic. place. Initiating Earned Value Using portfolio checksndbalances to
o project mgmend Analysis. Project management. assure superior utilization
L technical skills. dashboardndquality andbill rates.
measure.
o Opportunistic. ~ Start to use Maketing, inside Business proceasd Executive relationships.
'(c; No defined markéng to drive sales, solution sales vertical solutions in Thought leadership. Brar
c solution sets. leads. Multiptales  with defined solution addition to horizontal buildingindawareness.
= Focus on new models. Start sets. Bal, pricing anc applications. Centers of High customer satisfactiol
% customerand measuring customel contact reviews. excellence. Top cliend Integrated salesd
x references. satsfaction. partner programs. marketing. High quality
references.

Source: Adexta and SPI Research, March 2008

CURRENT FINDINGS FROM THE STUDY

Evidence that professional services
in the following chart. For product companies, Sales and Engineering

(Table 2) may still be driving strategy but increasingly, service is getting

a seat at the table and recognized as an important revenue and margin
contributor. As products have maturedyguct companies may start to

devalue their system integration partnerships and take valuable service

doll ars in house. Focus is on fAstra

Table 2: Organization Driving Strategy

Organization Rating Rank
Sales 1.89 1
Engineering 2.58 2
Service 2.74 3
Marketing 2.82 4
Partner 3.79 5

*(1=most importadt5 = least important)

Source: Adexta & SPI Research, October 2007

Respondents were asked to rank the role of professional services in terms

of driving overallcorporate objective importance (Table 3). These r

sults demonstrate that professional service is maturing with an increased

focus on quality. The professional service organization has emerged as

the major ficlient sati sdcorporaionnand r ef
However, within product companies, the primary role of servicemonti

ues to be a focus on driving product revenue and product quality.
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