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Secrets of Service Levd Success
The foundation for a successful service level
management strategy for vendors

Overview: This 10-page report leverages over a year's worth of research into
service level agreements (SLAS) and service level management (SLM) within
the Internet infrastructure sector. In November 2001, we published our first
report on this topic, titled How Good Is Good Enough, and a version 2.0 of this
report was released in September 2002. Plain and simple, SLM remains at the
heart of the outsourcing model, and those xSPs that have the best SLM practices
have a competitive advantage in today’s market. That being said, while our
previous reports provided in-depth details about the SLAs and SLM policies
currently being offered by leading poviders, and reviews of 3¢ party SLM
solutions, this report synthesizes the most meaningful of these details into a few
concise pages that outline the keys to a successful SLM strategy for vendors.
Here are some highlights:

A complete SLM strategy involves defining service level objectives (SLOs)
upfront, negotiating and monitoring service level guarantees (SLGs), and drafting
and policing the actual SLAS.

We outline 7 core principles that will help to ensure sound SLM practices for
providers. We discuss each of these principles at length and reference our How
Good Is Good Enough report series for examples and evidence. In anutshell, these
principles include:

Providing full, upfront disclosure

Being structured but flexible

Integrating internal management platforms into a single view
Providing customer-facing access to detailed service-related data
Making 100% guarantees meaningful

Responding fast to service issues but acknowledging them faster

Providing penalties with teeth
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INTRODUCTION

Up until the mid-1990s, service level agreements (SLAS) were primarily used by
corporate IT departments to set expectations with their internal customers and by larger
enterprises to set expectations with traditional IT outsourcers and system integrators.
These early SLAs all shared a common purpose — define the services to be rendered, roles
and responsibilities of al parties, and outline the consequences of unacceptable
performance. While the core purpose of an SLA hasn't really changed, the mushrooming
of new companies delivering computing services through the Internet over the past five
years has certainly increased the complexity of defining service level objectives (SLOs),
negotiating and monitoring service level guarantees (SLGs), and drafting and policing
SLAs. In fact, an entire discipline dedicated to these business functions, known as service
level management (SLM) has emerged.

Despite recent setbacks in the telecom sector, the outsourced Internet infrastructure
model continues to make sense because enterprises should fundamentally be focusing on
their core competencies, and reducing or eliminating the need to manage non-strategic
technical complexity at the same or reduced internal costs remains a compelling value
proposition. However, with customer-facing, partner-facing, and employee-facing
Internet infrastructure becoming more and more mission critical, an enterprise is
undoubtedly going to require certain levels of performance and want to retain some level
of control and visibility into any outsourced service(s). ClOs are faced with the challenge
of identifying equally missioncritical SLOs and negotiating SLAS that are meaningful
and measurable, and in addition, ClIOs deserve and expect access to reports that provide
real-time (or near real-time) information describing critical service levels, as well as the
ability to analyze service level performance over time. Therefore, a successful outsourced
engagement ultimately depends on whether a provider is able to meet or exceed these
requirements, and this is the foundation for the importance of a sound SLM strategy.

It is dso important to mention that the complexity of SLM is compounded by service
providers and infrastructure providers bundling services together into integrated
offerings, which may include: network connectivity, data center management, security,
storage, hosted applications, and other enabling technologies. For each service in the
bundle, the parties involved must clearly define the SL Os between each other and be able
to monitor the SLAS at near-real time intervals, while managing their own risk with their
own service providers and taking into account the business impacts to their customers.

This report leverages over a year's worth of research into service level agreements
(SLAs) and SLM within the Internet infrastructure sector. In November 2001, we
published our first report on this topic, titted How Good Is Good Enough, and a version
2.0 of this report was released in September 2002. While these previous reports provided
in-dedpth details about the SLASs currently being offered by leading providers and reviews
of 3 party SLM solutions, this report is intended to synthesize the most meaningful of
these details into a few concise pages that outline the secrets to a successful SLM

strategy.
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as an offer to sell or the solicitation of an offer to buy any security in any jurisdiction where such an offer or solicitation would beillegal. This material
is for general information only and should not be read as containing advice or recommendations. It has not been prepared taking into account any
investor's particular investment objectives or needs. Any investor should consider whether the information is appropriate to their needs or seek advice
before making an investment decision based on this information. The material is based upon information that we consider reliable, but we do not
represent that it is accurate or complete, and it should not be relied upon as such. Opinions expressed are our current opinions as of the date appearing on
thismaterial only. We, including personsinvolved in the preparation or issuance of this material may, from time to time, have long or short positionsin,
and buy or sell, the securities, or derivatives (including options) thereof, of companies mentioned herein. No part of this material may be (i) copied,
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