
A New Culture for 
Service-Level Management:

Business Impact
Management

An IDC White Paper
Sponsored by Tivoli

Analyst: Paul Mason

INTRODUCTION

The term "service-level management" has been used for many
years, but its use has typically been restricted to corners of the IT
infrastructure � particularly the data communications networks and
the mainframe datacenter. Nevertheless, the concept has meaning
for the whole of IT operations and management if correctly under-
stood and applied.

In fact, we will argue below that the correct use of a related concept
� business impact management (BIM) � can actually make life
easier for IT management and create lasting value for the business.
We must start, however, by defining what we mean by service-level
monitoring and management, how these concepts should be
applied, and how modern IT tools can approach the four challenges
created by embracing this discipline.

WHAT IIS SSERVICE-LLEVEL MMANAGEMENT, AAND WWHY
DO WWE DDO IIT?

The "what" of service-level management is easier to explain than the
"why." Simply stated, service-level management (SLM) is the disci-
pline of measuring, reporting, and managing the quality of a service
supplied to the business. Although this definition can be applied to
many services (e.g., janitorial services, package delivery services,
etc.) it is typically limited to IT service functions. If only the measur-
ing and reporting functions are performed, SML is usually termed
"service-level monitoring."

The IT services that are typically measured include system uptime,
application availability, and application response time. The concept
may also be used to measure IT help desk responsiveness, time-to-
repair metrics, and the like.

The use of the term "management," of course, implies actually doing
something about the level of service, and it is this aspect of the
process that defines the "why." Usually, IT management makes a
commitment to specific service-level metrics or is required to meet a
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goal defined in such a way. The measurement and reporting are
then performed as a check as to whether the goal or commitment
has been met over the period in question. If it has not, then correc-
tive action must be taken and � in some cases � penalties are
incurred. (If the IT operation is outsourced, then the use of SLM is a
necessary part of the negotiation process, and contract terms will
typically provide for appropriate credits or penalties for underperfor-
mance.)

This typical method of using SML as a punishment ignores the posi-
tive value that the discipline can have in initially setting the goals. It
also leaves unanswered the question of what should be done if the
service levels are exceeded.

The Four Challenges of SLM
When first starting to consider using service-level management, it
seems natural to think through the process in the following order:

1. How can I set the correct service levels on the various compo-
nents of my infrastructure?

2. How can I monitor and track these?

3. What should I do with the results of the measurement and moni-
toring?

4. How can I relate these results to something meaningful to the
business managers to whom I am responsible?

Such thinking is, in fact, in the wrong order. It starts from the IT per-
spective without considering the business issues that should drive
IT. A more effective manner of execution is to reverse the order as
follows:

1. What are the business service-level requirements for the
processes that I am supporting through my IT services?

2. How do these requirements relate to the performance of the var-
ious components of the IT infrastructure and applications that I
am responsible for?

3. What method of reporting and presenting information about my
IT components would best facilitate continuing, meaningful con-
versation with business unit management about service-level
requirements?

4. What specifically should I be measuring and tracking that would
give this information?

Let us now look at each of the components of the BIM process.
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SETTING SSERVICE LLEVELS TTO MMEET BBUSINESS
GOALS

IT managers have such a difficult task keeping up with changing
technology that they tend to start thinking about technology as an
end unto itself. They sometimes forget that, in the final analysis, IT
services exist only to serve business needs. The managers need to
start with business needs and requirements to create a mapping of
the IT services against business objectives. This process enables IT
management to have an explicit discussion with business unit man-
agement about the trade-offs that actually exist between IT infra-
structure performance and availability on the one hand, and IT
budgets and staffing on the other. For this reason, budget time is an
excellent time to undertake this exercise.

This process sometimes reveals problems of suboptimization, as we
will discuss below, but it does at least facilitate the discussion.

Relating IT Service to Business Objectives
This first step in relating IT service to business objectives is frequently
the most difficult, as it may seem that the two are unrelated. IT man-
agement must sit down with business unit management to discuss
issues that seem to have their own distinct languages. In addition,
the two parties often bring preconceived notions to the table. 

The IT manager is typically on the defensive in such a meeting, as
he or she is probably often asked to do more and more every year
sometimes with fewer resources. He or she is also used to thinking
about IT issues in technical terms, such as MIPS, megabits per sec-
ond, terabytes, and bandwidth.

The business unit manager also has a point of view that may see IT
as a mysterious hole into which money is poured and which cannot
be understood by ordinary people except in reference to a desktop PC.
Managers also frequently see IT personnel as the "gnomes in the base-
ment." This can often lead to what psychologists call passive-
aggressive behavior � typified by an attitude of "I'm not going to tell
you what I want, but I'm going to complain if you don't give it to me."

Both participants in this process must set aside their preconceptions
and get down to the task of answering the question, "What are the
real business-level requirements that relate to IT services." These
could be requirements such as a maximum time to complete the
entry of a customer order into the system, the maximum time that a
Web-based customer must wait to see the estimated shipping costs
for the order being placed, the percentage of times that weekly rev-
enue reports are not delivered to management at 9:00 a.m. on Mon-
day morning, etc. It is the business unit manager's job to define the
metrics that are important to the business and to ensure � at least
as a first estimate � that the requirements are reasonable. It is the
IT manager's job to relate those to the underlying IT processes and
applications that serve each of those processes. This requires a
complete mapping of the physical infrastructure and applications
against the business processes.
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This is not a one-time process but an iterative one, for it facilitates what
IDC believes is eventually the most valuable contribution made by
business impact management � the ability to make explicit trade-offs.

Making Explicit Trade-Offs
Implicit in the process outlined above is a step whereby IT manage-
ment determines the IT resources that need to be applied in order to
meet the business objectives � resources of systems, networks,
storage, software, services, and staff. This determines the IT budget
that is needed to support the business. When top management
questions the budget, IT management is in a much stronger position
when each of the specific business requirements can be explicitly
related to specific components of the IT budget.

Once the above process has been started, useful conversation is
then possible about the trade-offs that can be made between IT
resources and business results. Exploration into issues like "do you
really need a 20-second response time in this situation?" or "achiev-
ing 5% greater efficiency in this instance will require 20% additional
cost" becomes possible. The result could be real negotiations
between the two participants using a common language understand-
able to both � money.

In many cases this relationship between IT spending and business
benefit is not well understood by either the business unit manager or
the IT manager. To make these explicit trade-offs, the cost-benefit
relationships need to be correctly characterized. In some cases, they
can be discovered analytically. For example, in the case of Web
commerce applications, correlating Web analytics data with infra-
structure performance data can reveal the relationship between site-
abandonment rate and user response time. This correlation can also
show the relationship between sales-closure rate or average sale
size and overall Web response time. In such a case, by fully charac-
terizing the revenue benefit of improved Web site performance, the
IT manager and business unit manager can together justify expendi-
tures to improve Web site performance.

The knowledge required to make such explicit trade-offs is facilitated
by the collection and warehousing of IT operational data with Web
analytics and business performance data. By analyzing the informa-
tion, the IT and business unit managers can understand the busi-
ness impact of IT service levels. 

Suboptimization and Global Optimization
In operations research there is widespread understanding of the
problem of suboptimization of complex systems, but this understand-
ing is not common in other domains. The problem comes about
because the process of optimizing each component's contribution
does not necessarily lead to the optimum solution. In the context of
managing service levels, this problem exists because it is very diffi-
cult to understand all of the interactions between components of the
infrastructure. Furthermore, many components, such as the network,
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are shared between processes, so changing a requirement has an
impact on other parts of the system.

The best approach to this problem is to make small incremental
changes in an iterative fashion and examine the results at each
stage in order to arrive at an optimal solution. This approach fits well
with the need for IT to maintain a continuing dialog with business
management about service-level issues. If regular meetings are
scheduled to review the results of the service-level monitoring and if
these results are correctly couched in business terms, then it is pos-
sible to fine-tune IT processes so that they give a level of service that
is as close as possible to that required without overprovisioning the
system or overstaffing.

FINDING TTHE CCORRECT MMETRICS

W. Edwards Deming, the father of continuous process improvement,
always pointed out that you cannot improve what you cannot meas-
ure. He also demonstrated by means of a management game called
"the red bead experiment" that no amount of exhortation, best-prac-
tices training, and motivational exercises can improve a process
when you are measuring the wrong thing. For this reason, the prob-
lem of finding the correct metrics to track and record is of critical
importance.

Some thresholds, such as server utilization, might have no relevance
to business metrics and be only a result of the behavior of some
other part of the system. The metrics must be ones that readily relate
to business situations and requirements, such as end-to-end
response time for a specific business process from a user's perspec-
tive. A good service-level management tool should be able create
such a metric while also permitting IT operations personnel to "drill
down" into the components of the response time and to decompose
the response into its components. Similarly, an availability metric
must be related to the availability of a business process on a large
scale, while also permitting IT operations staff to determine the con-
tributions to downtime made by each component of the infrastructure
and application set.

Creating the necessary reports is also a part of this exercise, one
that is more complex and more important than may seem at first
glance. Reports that are statistical in nature are of interest to IT (such
as server downtime, storage resource utilization, and system
response) and are certainly useful to operations personnel, but they
are not sufficient to ensure the continuing dialog referred to above.
Rather, the reports should provide a common ground to be used as
the basis of a discussion between IT and the business. If the busi-
ness can see where service levels are being met and where they are
not, then the continuous improvement cycle can start. IT can negoti-
ate the trade-offs needed to get as close as possible to business
goals while keeping expenses within acceptable bounds. If business
goals cannot be met with the existing resources available to IT, then
IT management now has the information to lay out what is needed to
get to the goal. Conversely, reports that show service levels being
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met month after month with plenty of "headroom" would indicate
overprovisioning or overmanagement that could be reassigned to
other areas needing capacity or management attention.

The issue of creating alerts from the monitoring process should not
be ignored. Even though SLM is typically thought of as a reactive
process, many of the processes set up for appropriate business
service management can be used very effectively to greatly improve
responsiveness to the business. IDC terms this business service
management.

REACTIVE SSLM, PPROACTIVE SSLM, AAND BBIM

SLM has typically been considered a reactive process � levels are
monitored, reported, and the results used to determine whether
changes are needed and/or punishments must be meted out. One
distinctive feature of business impact management, as we have
already seen, is that it becomes possible to become proactive in set-
ting appropriate levels of service and in making needed trade-offs.

We have also seen that the concept makes possible a continuous
improvement process. The components of such a process have
been described as the "Plan-Do-Check-Act" cycle (see Figure 1).

A New Culture for Service-Level Management:
Business Impact Management

P D

A C
Plan Do

Act Check

FFiigguurree 11:: TThhee PPllaann-DDoo-CChheecckk-AAcctt CCyyccllee ooff
CCoonnttiinnuuoouuss IImmpprroovveemmeenntt

Source: Adapted by IDC from Walter Shewhart, 1939
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The components of this cycle are:

1. Plan to improve operations by finding out what things have gone
wrong and identify ways of solving these problems. 

2. Do changes designed to solve the problems. Often it is a good
idea to try this on a small or experimental scale first. This mini-
mizes disruption to routine activity while testing whether the
changes will work or not. 

3. Check whether the experimental changes are achieving the
desired result or not. 

4. Act to implement changes on a larger scale if the experiment is
successful.

5. Repeat

Business impact management takes this one step further by making
the service-level monitoring an intrinsic part of day-to-day IT opera-
tions. If service levels are monitored continuously and potential
shortfalls identified immediately, then alerts can be sent to operations
personnel, allowing them to take corrective actions to achieve busi-
ness objectives. The mapping process inherent in the BIM process
allows staff to readily see the relationships between IT process and
business process and the relationships between IT service metrics
and business service metrics. This mapping process enables the
staff to understand the business impact of a system problem and the
impact of potential short-term actions.

BEYOND MMONITORING TTO AAUTOMATION

System management solutions have long been used to create alerts
on critical system, network, and application problems. This has
enabled operations staff to respond more quickly to failures and
other problems with the infrastructure. It has also made possible a
degree of automation in response to repetitive problems so that staff
do not have to expend time dealing with routine actions to fix them.

Unfortunately, the increase in architectural complexity in most large-
scale enterprises has resulted in a flood of alerts, some of which are
more important than others. Without a clear representation of the
business impact of the alerts and without a method to relate potential
responses to the business, this becomes a serious problem of priori-
tization. How do you know what to fix first if you don't know what the
business impacts are?

One solution that exists already in many organizations is the use of
correlation engines. These can be useful in "throwing out" excessive
alerts that all have the same underlying cause, thus allowing opera-
tions staff to concentrate on the particular root cause. But such corre-
lation is typically only done within the particular domain that the tool
manages � a network or a server. It is much more challenging to
correlate events across the whole complex, distributed system of
networks, servers, middleware, and applications.
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Even if root-cause analysis can be done across the distributed envi-
ronment, this still leaves unanswered the question of prioritization.
Just because a failure or problem affects a large number of other
processes doesn't necessarily mean that it needs to be fixed first.

Creating a method of determining the business impact of a problem
enables appropriate prioritization and also makes possible a much
more intelligent application of automation. It may be possible, over a
period of time, to refine automated IT responses based on business
requirements.

Of course, the "end game" here is to create a proactive, automated
response mechanism based on business metrics. Early management
tools focused on detecting problems with specific elements. These
evolved to enable IT to optimize and automate to meet IT objectives,
but we need to get to the point where the tools are designed to meet
business objectives (see Figure 2). IBM's autonomic computing ini-
tiative, for example, is designed to create such mechanisms that can
base IT actions entirely on business requirements.

A New Culture for Service-Level Management:
Business Impact Management
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Source: IDC, 2002
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ESSENTIAL GGUIDANCE

The use of the business-impact management process in an organi-
zation can provide a number of benefits, most of which do a great
deal to improve the relationship between IT and the business man-
agers. the process can:

� Create an environment of improved trust between IT and the
business by fostering a dialog on the subject of performance/cost
trade-offs.

� Enable IT to make real contributions to the improvement of busi-
ness processes.

� Make possible the development of a much more intelligent allo-
cation of operations resources.

� Create the precursor to an automated system that works from
business rules instead of IT rules.
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