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Just what is satisfactory performance?

I wish to consider this in terms of service provision, namely operations services to a business from a service provider, and, with examples (see Appendix I for questionnaire), see how they attempt to provide a satisfactory service.  I believe that in-house IT departments were in a position similar to that of the cottage industries during the industrial revolution; small producers, working locally to their closed market.  The outsourcers entered many markets simultaneously, undercutting producers on cost.  Porter's (1980) five force model (Appendix I) describes the power shift towards the entrants with cheaper products.  There was a loss of quality with the new organisations, and the concept of service belatedly entered the IT industry.  The advent of service management is allowing in-house teams to avoid the fate of their 18th century cousins and re-establish equilibrium.  It is a tool which draws on many disciplines, including marketing and knowledge management, to provide the businesses with a satisfactory service.

Who decides whether the performance is satisfactory?

The customer, the business. In the early nineties NatWest gave in-house IT Services a chance to develop an internal market.  This was when Graham Downes, Head of Service Management at NatWest, first addressed the 'satisfactory' question.  "When we asked user groups what was satisfactory, they said 100% availability, 100% of the time.  Then we said how much it would cost and everyone started recalculating what they needed.  It is about managing expectation, being honest about delivery, and balancing cost and quality."  "There is a disproportionate cost in getting from 98% availability to 99%, compared to 56% from 55%" according to Mark Coxhill from EDS (BP Contract), "the business has to make the choice.  In my time at BP, with the oil price going from $10 a barrel to $30, there was a business decision to pay more for a better service".

Define performance

Performance depends on two parameters, percentage service availability and speed of response of the service.

Percentage Availability
=
Available Service Time







Agreed Service Time

Although security and reliability can affect the above criteria, and may be considered parameters by some (CCTA, 1995), I think they should be monitored, but are not important to the business and therefore not performance parameters.

Parameters of what?

Before you can further define and measure performance, you need to define the service.  There is agreement (Rock 1999, Halvey 1996, CCTA 1995, Remenyi 1991) that definition is the first and most important thing to do.  But according to both Downes and Coxhill, it isn't as straightforward as that.  Definition is an iterative process; initial definitions are at best haphazard, at worst, misleading.  Monitoring of delivery enables the service provider to better understand, define, and hence deliver the service.  Business needs also change over time, and the service provider must be able to alter the service if necessary, but make sure it still performs.

The three points of service provision

· Definition

· Delivery

· Measuring and Monitoring

Definition

The key to defining the service is understanding user requirements (Rock 1999, Iron 1997, Halvey 1996, CCTA 1995, Lacity 1995, Peters 1994, Remenyi 1991), and understanding technology, for function and limitation.  Both require extensive auditing of hardware, software, data, processes and people.  The closer the provider can keep definition to business process the better.  Boeing have defined their service levels in terms of information objects (Wilson, 2000) which are used to design and build the plane.  This has led to improvements in service, since the provider is focused on business deliverables.  In NatWest, IT Services split the bank into core business units, and then looked at each of their processes, says Downes.  Treasury did most of their transactions on the CHAPS system in the morning, and needed 100% availability during that time, whereas Corporate Markets work after lunch, with 12pm to 3pm being core transaction time on CHAPS.  This knowledge helped with capacity planning and availability management.  Without good documentation, this process is complicated.  According to Coxhill, there is often a great deal of tacit knowledge within the service organisation, which needs to be documented.  "You try to define service, and realise it isn't clear, but that someone somewhere has these facts, which you have to dig out.  If the knowledge is lost, and only rediscovered when changes are made, business information is lost".  Tacit knowledge, is a major information management issue, according to Liebowitz (1999).

From a delivery definition, we have the concept of an agreed service contract, and with this we can derive boundaries for the maximum level of service necessary, and the minimum level acceptable, a service level agreement, or SLA.
Delivery

Delivery involves operations management, and can be broken down into the following categories: Capacity and Availability, Networks, Security, Change Management, Configuration, Disaster Recovery, Problem Management and Help Desk.

According to Downes, its best to break the technology down into manageable components, and look at the system to system interfaces.   The service provider has to be aware what is running, how do applications have to interact, what platforms are they running on, what networks are they running over.  Simple, once you know user processes; but until you have your definition?  "Measure it, where has it gone wrong, why?  You find out what process made it go wrong, and your definition improves", says Coxhill.

Good practice can ensure good delivery.  Dave Mallet, Service Delivery Manager at NatWest, took ideas from the British Computing Society's website (bsc.org.uk), and keeps spare of preconfigured PC boxes, so as to swap when something goes wrong.  Downtime is reduced, and you don't pay for skilled technicians on standby.  How much of service delivery is about architecture and infrastructure management?  "Service failure usually comes down to people or process, they are the weak links in the delivery chain.  People in the depths of the operations department need to recognise the business as a customer, with a need", says Isabelle Brown, ex-Head of Service Delivery at NatWest.

Measuring and Monitoring

Measuring involves frameworks, monitoring, tools.

Method
Aims
Advantages
Disadvantages

Strategic Match and Evaluation (Remenyi 1991)
IT strategy matches corporate. Two directions, cost reduction, or value added service. Also a numerical analysis 
Ensures strategic alignment
Assign subjective values to perform objective numerical analysis. ROM an example of Hirscheim's Radical Structuralism,  with the technologist supporting the class structure!

Value Chain Assessment (Porter 1980)
Independent analysis of corporate systems and service
Numerical analysis of performance, to be related to financial data, gain external perspective,  measures of productivity




Return on Management Strassman (1990)
Measure systems only by management value added (= mgt value /mgt cost).



Financial Cost Benefit Analysis (Remenyi 1991)
Financial cost benefit analysis

Even using detailed information have to assign some subjective values, lengthy. Difficult to compare like-to-like for benchmarking



Benchmarking (Peters 1994)
Independent analysis of performance c.f. competitors, including cost and overall service



Work Study Assessment (Remenyi 1991)
Can be starting point for CBA, how the work is being performed, vol. of work, time taken
Independent numerical analysis of performance
Very 'orgs and methods' , time consuming

User Attitudes (Remenyi 1991)
Ensures feedback from the business to IT
Practical measure, keeps IT and business close
No grand strategy underpinning it, attitudes are subjective

Multi-objective, Multi-criteria methods, (Remenyi 1991)
Decision-makers  decide what is important
Flexible, practical or theoretical
Have to set meaningful objective scores

Balanced Scorecard (Moran 1997)




Theoretical models risk showing your model performs, not your service provider.  Feedback from interviewees Downes, Coxhill and Andrew Cruff at HSBC suggests the User Attitude framework is the most simple and effective, with an added measure to ensure business and service provider strategic alignment.

Monitoring

Once the service level agreements are in place, you measure the service as discussed, and monitor the delivery.  This involves monitoring all layers of your architecture so as to have an overview of where problems are occurring and where use is heaviest on remote applications, and where excess traffic is slowing the network; NatWest use IBM's Tivoli systems management system (partially installed and being decommissioned as part of the switch to RBS), Omegamon to monitor the mainframes, and a BMC network monitoring tool, amongst other things.  Good monitoring requires that helpdesk have a Call Telephony Integration system, one such is Vantive, used by EDS, with processes in place to show response times to answer the phone, and escalate and solve logged faults.  All these go to make up SLAs and show the provider's quality of the service.

At NatWest, as monitoring matures, they are moving to total cost of ownership, looking at life cycles of systems and hardware, and their aggregate cost, including purchase, development, configuration, down time, and maintenance.  This is important, as it allows real cost calculation, and supports strategic purchasing decisions.

What else contributes to satisfactory performance?

We saw how existing in-house teams were forced to define their service.  Kotler (1984) gave us the Four Ps, Product, Pricing, Placement, Promotion (later expanded to Seven Ps to include people, physical evidence, and process).  In-house teams clearly sharpened up their process, but they needed to improve Promotion, the communication about their product.

Communication

Service providers have to put customers at the core of their business, creating processes to satisfy, executed with quality, anticipate needs, monitor service, and communicate with the customer.  This is not from IT Service Delivery textbooks, it is basic customer service (Iron 1997, Peters 1994).  In-house departments have long been seen as poor communicators.  This was one of the reasons outsourcers, with dedicated account managers, were able to gain market share.  "We needed more communication, so we created the position of Relationship Manager to sit between technology and a business unit." says Isabelle Brown of NatWest.  "There are two types of communication, quantitative, systems availability and performance [speed], but also qualitative, where we gauge perception of performance, manage expectations, and ensure satisfaction."  How are performance figures published?  "Daily, with a weekly summary, and a face-to-face assurance meeting monthly" for Coxhill with EDS.

Conclusion

I asked all my interviewees "Just what is satisfactory performance?", straight answers weren't forthcoming. Graham Downes from NatWest, "It depends,  monitor deliverables, define it, make sure you have buy-in from the business by talking to them about your results, check its what they want, balance cost and quality".  The number itself is meaningless, its that you find out, and how you find out, what satisfactory performance is that is important, "Absolutely", according to Isabelle Brown "so long as that number isn't less than 95%".

Recommendations

I watched companies try to recruit their way out of problem situations and buy in expertise, rather than resolve the problems.  Unfortunately, many approach outsourcing in the same way, but it is a delegation of tasks, not responsibility.  Service management offers an alternative, a framework for delivering quality service that is in line with business, define what you do and measure what you've got.  Maybe you will need to outsource, that’s no bad thing, but find out first.
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Porter's Five Force Model for analysing markets, 1980, Competitive Strategies, techniques for analyzing industries and competition, Simon and Schuster
Questionnaire used to interview candidates.

Not all interviewees gave answers to all questions due to time constraints.  Graham Downes, Mark Coxhill and Dave Mallet gave the fullest responses.

Questions

How long have you been in your current role, and in service management altogether?

How did you come to your definition of service management, generally and specifically in your role?

How has the definition changed over time?

What are the issues in Service Management?

What is/was your Service lacking?

How do you monitor delivery?

How do you monitor it from an infrastructure perspective?

What are the issues with communication?  What are the processes involved?

Do you try to make your service transparent?

What's the business strategy?

What's your strategy?

How do know when its going well?

How has your relationship with the business evolved?

Are there any special issues with availability, capacity, networks, contingency, security, change mgt, help desk, problem mgt, confign mgt in your environment?

Is there anything we've missed out about SM which is a big part of your role?

What other issues have you faced?
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