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Applying Service Economics to Our IT
Service Management Strategy
- Using an Actionable Service Catalog

Barry C_arter ClO Case Study
CIO of Alliance Data
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Who Is Barry Carter?
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Barry Carter, ClO of Allilance Data

Joined Alliance Data 8/2004.

Responsible for shared
Information technology needs
of 8 LOBs including Corporate
Applications Development,
Systems Integration, Service
Delivery and Service Support.

Teams in Dallas, TX and
Columbus, OH.
Long history implementing
large systems and conversions
- EDS
— American Airlines / Sabre
- CapitalOne

BA degree in Computer Science
with a minor in Mathematics
from East Carolina University.

MBA in Organizations and
Management from Syracuse
University.

Interests include golf and youth
athletic programs. Can usually
be found on Saturdays at a
youth sporting event with his
wife and two boys.
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What are the Challenges? Shaping IT Service

What are the benefits? Demand Through
What are the elements of success? the Service
_ Alignment Portfolio

-~ Cost Transparency

- Customer Satisfaction
What was the vision?
What was Alliance Data Journey

- What were the steps we took?

- Recap
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Audience Poll —

 \What business problems challenge
your organization?

A. Customer Frustration

Lack of Cost Transparency
Poor IT-Business Alignment
. All of the above

None of the above

moo®
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Audience Poll — Previous Results

 \What business problems challenge
your organization?

A. Customer Frustration (24%)

Lack of Cost Transparency (16%)
Poor IT-Business Alignment (8%)
. All of the above (52%)

None of the above (0%)

moo®
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{ Challenges }

11SMF usx



The Business Challenges of Demand
Management

e Customer Frustration
e Lack of Cost Transparency
e Poor IT-Business Alignment
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The Business Challenges of Demand
Management

e Customer Frustration

*Feeling that internal IT organizations are not
meeting expectations
e Unclear what services are available
e Difficult to find where to request services
* No way to know up-front how long something will take
 Afraid of what the service will cost the business
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The Business Challenges of
Demand Management

e Lack of Cost Transparency

|T organizations have poor visibility of all costs for
request frequency and fulfillment options
*\Where are my requests coming from?
*\What type of requests do | get most often?
*\What service goals should | have?
* Am | meeting goals or expectations?
 Activity-Based Costing allocation?
*\What are my fixed and semi-variable costs that are not

easily eliminated? .
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The Business Challenges of
Demand Management

e Poor IT-Business Alignment

|T organizations have a difficult time aligning costs
to business consumers

eUnder continuous pressure to cut costs for shared
services

*Need to drive traffic to lower cost, self-service channels
*Need to show how value is delivered to the business
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What are the
benefits of using
an Actionable
Service Catalog?
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The Benefits of using an Actionable
Service Catalo

Customer Delight, Reduced Cost and Better Business
eliminate the challenges of:

Partner Relationships to

— IT-Business Alignment
— Cost Transparency

— Customer Satisfaction
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The Benefits of using an Actionable
Service Catalo

IT-Business Alignment

— Service Economics seeks to optimize the cost of supply (
fixed, semi-variable and variable) and create a value-based
conversation between the delivery organization and its
customers yielding desired service choice. We enable
customers to make better decisions with clear service
choices and published price schedules in the Service
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The Benefits of using an Actionable
Service Catalo

Cost Transparency

- Demand Management takes cost out of an organization
without reducing its capacity to execute. Organizations
address the underlying drivers of spending, align investments
to the desired service level, and eliminate unnecessary

consumption.

11SMF usx



The Benefits of using an Actionable
Service Catalo

Customer Satisfaction

- Demand Management aim is to set grounded delivery
expectations and provide for tracking of service fulfillment,
Organizations standardize service offerings, establish
service level objectives and track service level fulfillment to
create a predictable customer experience.
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What are the
elements of
success”?
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The Elements of Success

e Alignment
e Cost Transparency
e Customer Delight
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Elements of Success

1) IT-Business Alignment

— “Business speak”

Defining services within a Service Catalog using “business speak” as a
menu of choices

— Using the Service Catalog
Service planning/forecasting (“wholesale”)
Service request/ordering (“retail”)
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Service Portfolio “Business Speak”

Defining Services in “business speak” allows you to collect forecasted
demand using a language everyone understands.
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Using Service Catalog
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A Service Catalog provides your users with a “retail” view of the available services using terms they

understand.

5] PC Hardware (Standard Suppo
5] PC Software
=] Print/ScaniCopy/Fax
5] Woice Metwork Support
5] Wireless Phones & PD&AS
[» [ Infrastructure Services
[+ [ Middleware Services
[+ [ Professional Services
[+ [ Service Bundies

Faciliies and Audio Visual Set-up W W .

This service provides the capability to request a badge for an Associate, It should also be used when the status of the Assaociate changes or when a replacement badge is
required.

This service provides support for ordering AudiafVisual equipment that is required for special meetings,

Instant Messaging W W

Instant Messaging service offers enterprise real-time, secure comrunication between two or more parties, which allows for information to be transmitted quickly and efficiently,

PC Hardware (Remote Support) W W (IS E>

PC Support provides hardware and software support for Alliance Data owned desktops and laptops required by a user to connect to Alliance Data supported business
applications,

PC Hardware (Standard Support) M W

Service provides the capability to order a PC and the PCs subsequent support for hardware and software support required by a user to connect to Alliance Data supported
business applications,

[4]




Using Service Catalog

A Service Catalog provides your users with a “retail” view of the available services and with both the
set up price and ongoing monthly price the users will pay.

/ \ Ongoing

Set up price monthly price



Elements of Success

2) Cost Transparency

— Determine the Demand and establish unit cost
baselines
- “Right-sizing” the Supply Organization
Using customer demand

- Consumption
Responsibility for consumption placed with the customer



ITFM Goal - Cost Transparency in “Customer Language”

Goal

Bring visibility to how your customer’s service dem and characteristics are driving
the Price for the Service

o | Key Best Practice
{ ’ Determine the Demand side of your business —what Cu  stomers consume
Develop consumption-based unit cost models to suppo rt price points (Supply)

Why Do We Need This?

“Successful businesses understand where their money’ S going”

- In order to accurately price and manage the cost of your services, you must understand
how the delivery of Services consumes IT resources (people and assets)

What Happens If We Don’t Adopt This Best Practice?

You will not provide economic value (better, faster , cheaper ) for your customers
- Get their buy-in by explaining to them how your prices are derived.
Enable yourself to intelligently cut costs

- Make value-add resource decisions based on ongoing unit cost results...a reduction in unit cost
= cost efficiency = economic value



“Right-Sizing” the Supply Organization

IT “Supply
Side”

Predictable
Delivery

Repeatable
Processes

Workflow-
Driven
Fulfillment

Automated
Provisioning

Demand-
Driven
Capacity

Align IT Services w/Consumer Demand

e 8 @ @ @ @ o
EMPLOYEES CUSTOMERS PARTNERS FINANCE EXECUTIVES DEVELOPERS
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By User Group
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By Application

U

BUSINESS REQUIREMNTS
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IT C_APABILITIES

Processes are automated, repeatable across systems

STORAGE




Element of Success

3) Customer Delight
— Customer Conversations
Creating customer conversations based on transparency of choices and cost

— Creating a partnership
To define the optimal cost/performance balance

— Service Level Tracking



Creating a Partnership
The difference between COST and PRICE

Cost is what it takes IT to provide the service from end to end
Price is what is communicated to the customer

- Price Is established by evaluating unit cost compared to projected
demand for the services, and can be adjusted based on the choices IT
would prefer the customer to make.

-~ Two types of Pricing

Configurable

— Allow users to configure their own service — as they add options, the price
increases

Packaged

— Group common service configurations in to tiered packages at varying price
points.

Example — Platinum, Gold, Silver
— Factor in Service Level
Customers who want the premium or rushed service will pay a premium price.



Alllance Data
Vision



Our Vision is to Delight our Customers and
become a Trusted Business Partner

An actionable Service Catalog
- End users can see all available services
- Services are advertised using language that makes sense for the audience
- Service providers can set clear expectations for service delivery

Integration of Service Catalog, Service Request Pr  ocesses, Inventory,
Service Level Reporting, and Billing

- End users can see all available services, request them, and see status online
- Transparently connect service requests to fulfillment/completion
- Establishes consistency in service delivery

- Reduce service delivery costs through activity based costing, repeatable processes,
and automation

Complete tracking and management of requests from o rder to completion
- Build and manage SLAs for delivery of all services
- Ensure high quality service delivery and customer satisfaction
- Enable more effective management of demand, resources, and costs



Alllance Data
Journey



Our Journey to Customer Delight

Actionable Service Catalog to Set Service
Expectations for existing Rates
False start
Internal ITS Catalog with service firm to define existing rates
Revision of catalog to align with costing and service levels

Revision of Catalog — a “business speak” version of catalog with
Critical Performance Indicators (CPI) and aggregation of all forms

to order



Our Journey to Customer Delight

Integration of Service Catalog (Vendor), Service
Fulfillment processes (CA), Service Level Reporting
(Equatera), Inventory (Altiris) and Billing

- Partnering with Vendor to provide online distribution of Service
Catalog

- Integration of Service Request automation with catalog
- Integration of request process with on-line service level reporting

- Integration of inventory management process with chargeback
system

- Integration of chargeback system with service level reporting



Our Journey to Customer Delight

Complete tracking and management of requests from
order to completion
- Service level refinement with more CPI and KPI's

- Partnering with the Business to define more service bundles —
Bronze, Silver, Gold offering

- 5 year service roadmap with critical decision points for product
management

- Linkage to internal controls to capture compliance costs in ABC
model



Service Portfolio — Phase | - 2006

Began as journey to define the ITS services.

— The output of this was the current “Beta” of the Service Catalog.

— This was done by defining all of our ITS services, comparing
them to the Gartner Standard rates and defining the provision of
these services in partnership with our Lines of Business.

Service Catalog Maturity

— This current version has been reviewed by a number of outside
organizations and all have indicated it is the most inclusive and
complete catalog they have encountered.

-~ Vendor reviewed the catalog

Vendor feedback indicated catalog was the most complete and
comprehensive catalog she has ever seen.



Service Portfolio — Phase Il — Q3/Q4 2007

Phase Il included Service Packaging
(Bundling) of the services.

- That Is, service aggregations into Silver, Gold,
Platinum, etc for example.

- Commonly requested services such as Employee
On-boarding, Application Provisioning, etc.

- As a customer cannot simply buy a “CPU”, this will
also include definition around what is included in a
standard purchase at each of those levels.



Service Portfolio — Phase |l — Q1/Q2 2008

Integration with key IT systems such as
CA service desk and PeopleSoft HR

83% of Service Requests are in the end-
user space and standardizing these
requests will enable significant cost
savings




Service Portfolio — Phase Ill — Q3/Q4 2008

Phase |ll includes additional definition of the
Service Level Management and Availability

Management components.

- This includes a much deeper aggregation of the
services to their Metrics.

- Each metric will tie both a Key Performance Indicator
(KPI) to the Service and subsequently back to a
Critical Process Indicator (CPI).



Recap:

-Alignment
-Cost Transparency
-Customer Satisfaction



Key Takeaways: Align IT Services with
Consumer Demand

0 0 O O O 0
EMPLOYEES CUSTOMERS PARTNERS FINANCE EXECUTIVES DEVELOPERS

IT “Demand Side”

— Current and future
Infrastructure needs

- Regional and By Application By Location By User Group
organizational
requirements and D D D D D D D D D
Consumptlon patterns BUSINESS REQUIREMNTS

IT “Supply Side”

— Predictable Delivery

- Repeatable IT CAPABILITIES
Processes

Processes are automated, repeatable across systems

- Workflow-Driven
Fulfillment > >>
- Automated =
Provisioning = % L
SERVERS NETWORK STORAGE APPS

— Demand-Driven
Capacity
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{ Questions? }



 Arevyour IT Services defined In

Audience Poll

“Business Speak™?

mooOw2

Yes, we have a complete business focused Service Portfolio
No, but we do have a “Technical Speak” Service Catalog

. We have just started defining services

We haven't started yet but plan to soon
No we don’t plan on defining services in “Business Speak”



 Arevyour IT Services defined In

Audience Poll — Previous Results

“Business Speak™?

A.

Yes, we have a complete business focused Service Portfolio
(8%)

. No, but we do have a “Technical Speak” Service Catalog

(26%)

. We have just started defining services (30%)
. We haven't started yet but plan to soon (26%)
. No we don’t plan on defining services in “Business Speak”

(8%)



Applying Service Economics to Our IT
Service Management Strategy using
an Actionable Service Catalog

Barry Carter
CIO of Alliance Data ClO Case Study



