EVALUATING THE COST OF OWNERSHI
OF IT SERVICE MANAGEMENT SOLUTIO

Lessons learned from real-life implementations

Executive summary

This report is based on a series of in-depth
interviews conducted by Dimensional Research
with industry experts who are responsible for
implementing I'T Service Management (I'T'SM)
solutions. The goal of this study was to evaluate
real-life experiences implementing the most
current versions of HP Service Manager and
BMC Remedy—the leading I'T'SM solutions—
in order to understand the differences in
long-term cost of ownership.

This study found that both HP Service Manager
and BMC Remedy solutions are appropriate
for meeting the I'TSM needs of many enter-
prises. Nevertheless, there are three primary
differences that impact the long-term cost of
ownership of these products:

1) Approach to customization: The two
solutions are historically very different in
their philosophy of customization. Even
now, there are significant differences in cost
of ownership. For example, BMC Remedy’s
approach results in higher overall costs. The
cost impact of customizations should be
considered when selecting an I'TSM product
for a major service management initiative.

2) Availability of integrations: HP
Service Manager is part of an integrated
HP suite that includes a wider variety of
solutions than BMC Remedy, specifically
project, portfolio, and quality management.
When making a decision to purchase any
I'TSM product or a related solution, I'T
teams should seriously consider their

company’s long-term I'TSM roadmap to
ensure that they are considering future needs,
as well as current needs, as the value of inte-
grated systems that covers all of I'T clearly
reduces costs in the short and long term.

3) Options for deployment: Only the HP
Service Manager product has a software-
as-a-service (SaaS) option, which offers
significant cost savings to customers, includ-
ing lower overall hardware costs, lower
training costs, access to resources, and
more. For I'T'SM specifically, the speedy
deployment of a SaaS solution enables faster
resolution of process issues that can best be
identified once the initiative is launched.

Overall, based on the experience of the I'TSM
experts we interviewed, the long-term total cost
of ownership (TCO) of BMC Remedy can be
significantly more than HP Service Manager.
Our participants estimated that the average
Remedy implementation requires a 40 to 60
percent longer time frame, and the compensa-
tion required by Remedy 7 developers is 30 to
50 percent higher. In addition, building integra-
tions for Remedy costs 20 to 40 percent more.

The goal of this paper is to evaluate real-life
experiences when implementing leading I'TSM
products, and to understand differences in
long-term cost of ownership. While there are
a large number of products on the market
today for I'TSM and service desk, HP Service
Manager and BMC Remedy are the two
market-leading I'T'SM products, so this paper
focuses solely on these solutions.
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IT service management and the
evolution of corporate IT

Today, the role of corporate I'T is changing. In
the past, I'T was viewed as a necessary cost of
business operation. Now, I'T provides compel-
ling competitive advantages and can even be a
profit center on its own. I'T' Service Management
is a key discipline that is moving from managing
individual technology silos toward delivering
technology-based services that contribute to key
business objectives. An I'T'SM initiative typically
includes corporate I'T’s primary customer-facing
function within the organization—the service
desk—as the foundational technology, and
also incorporates service-level management
and process development.

Report methodology

This report is based on a series of in-depth
interviews that Dimensional Research con-
ducted with six I'TSM experts in June to
October of 2009. Our participants are employed
by three leading I'T" consulting organizations.
These organizations focus on helping large
corporate I'T departments establish mature I'T
processes that deliver significant business value.
This HP-commissioned report is a summary of
those interviews. All interviews were completed
without oversight from HP, and all analysis
was conducted independently from HP.

These six experts shared from their years of
experience how they lead teams in the plan-
ning and deployment of major I'T Service
Management initiatives for their clients. All
participants have been involved with multiple

I'TSM projects that included all facets of pro-
cess, tool selection, implementation, and
ongoing maintenance. Participants did not
receive any compensation for their input.

Our participants have extensive experience
with projects using both BMC Remedy and
HP Service Manager, as well as a variety of
second-tier I'TSM products. In total, our par-
ticipants represented the experiences of major
I'TSM initiatives at 16 different companies in
the past five years, including recent implemen-
tations with the most current versions of both
the HP and BMC products. Our participants
worked with large, Fortune 500 companies
that represented a wide range of industries,
including financial services, manufacturing,
retail, and more.

BMC Remedy and HP Service
Manager: Market-leading ITSM
solutions

All participants interviewed for this report
emphasized that there were many similarities
between the two products. Before diving into
some of the differences, let’s review those
similarities.

These products are enterprise-level solutions
used in production by many customers. Both
BMC Remedy and HP Service Manager have:
* Large install bases of satisfied customers

* Scalable and reliable solutions for 24x7

enterprise operations

* Built-in I'TIL best practices to streamline
I'TSM initiatives

Product versions

When we refer to HP Service Manager or BMC Remedy in this paper, we mean the current versions of the respective products. As of
the writing of this document, unless otherwise specified, we're referring to HP Service Manager version 7.11 and BMC Remedy IT
Service Management Suite version 7.5.
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Interestingly, another similarity between the

products is in their pricing of software licenses.

While it’s difficult to get a true “apples-to-
apples” comparison in complex enterprise
software purchases, participants in this study
emphasized that the cost of software licenses
was not a factor in the decision to implement a
specific I'TSM solution for any of their clients.
The software license pricing offered to cus-
tomers was consistently considered to be fairly
comparable between the two products.

Three key differences:
Customization, integration,
and deployment options

Now let’s turn to the important question—
what are the differences between the products
that impact the long-term cost of ownership?
Participants in this study emphasize three key
differences between the BMC Remedy and
HP Service Manager, which this report will
explore in detail:

1. The costs associated with customization

2. The integrations with complementary
products

3. The options for deployment

Recommendation:

Evaluate the availability and cost of local resources to imple-
ment customizations to accurately forecast long-term costs.

To customize or not to customize:
The history

Probably the most important difference
between the products highlighted by our study
participants was their approach to customi-
zation, and the continuing impact of that
approach on the long-term cost of ownership.
To understand the current situation, it is
important to know the customization history
of these two products.

Historically, the Remedy product had a clear
philosophy of requiring maximum flexibility.
Remedy was based on the Action Request
System (ARS), a client-server software applica-
tion development environment originally built
as a programming and workflow environment.
ARS evolved over time to become the packaged
help desk application that Remedy is known
for today. The stated goal of the Remedy team
was to make absolutely everything customiz-
able. They achieved this goal successfully with
an extremely flexible framework.

In contrast, the HP team (Peregrine at the time)
took a very different philosophy toward cus-
tomization. With the release of ServiceCenter 3
in 1999, the goal was to limit customizations
to the most important, business-critical changes.

Brief history: Peregrine, Remedy, and HP

Both the BMC and HP products have a complicated history. Peregrin System’s help desk offering was ServiceCenter, an internally
developed product. In 2001, Peregrine acquired Remedy Corporation. Then in 2002, Peregrine sold the Remedy business to BMC
Software, keeping the ServiceCenter product under the Peregrine name. In 2005, HP acquired Peregrine Systems and re-branded
Peregrine ServiceCenter as part of HP Service Manager. References to Peregrine in this paper refer to the period in 2002—2005
after Peregrine sold the Remedy business, but prior to the acquisition by HP.
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The company’s mantra was “minimal tailor-
ing” and it strongly encouraged its customers
to try and use the product first, without any
customizations, to see if changes were really
needed. HP (Peregrine) even locked down cer-
tain areas of the product so these areas could
not be customized to “enable bad behavior.”

These diverse approaches to service desk cus-

tomization continued for several years. Not

surprisingly, the end result was that Remedy

implementations had a dramatically higher

number of customizations. And, it became

clear that there were disadvantages to these

customizations, including:

* Longer deployment cycles to implement the
customizations

» Additional expenses for development
resources to implement customizations

* Increased costs required for the ongoing
maintenance and support for the
customizations

* Product “lock-in"—the more customization,
the more difficult it is to upgrade to a newer

version of the product, and many customers
ended up using out-of-date software

Configuration versus customization

Configuration is different than customization. One example
of configuration is making basic changes to the names of
existing fields. In both HP Service Manager and BMC
Remedy, configuration is relatively straightforward with no
obvious difference in the long-term cost of ownership.

Customization is making changes to the product. The most
typical type of customization in an ITSM product is to add
a new field or to make a change to a workflow. It is these
types of customizations where we see a marked difference
in the cost of ownership between HP Service Manager and
BMC Remedy.

* Difficulty finding qualified resources for
maintaining modified Remedy installations,
which resulted in higher costs, upgrade chal-
lenges, and a delay in deploying important
new capabilities

Of course, these disadvantages were also appar-
ent with the HP/Peregrine product. It didn’t
eliminate customization, and many HP/
Peregrine customers ran into the same problems
as Remedy customers. Conversely, many
Remedy customers kept their implementations
very clean and did not encounter any of these
1ssues. Without a doubt, the products fundamen-
tally supported a certain kind of approach—
most Remedy implementations were very heavily
customized and most HP/Peregrine implemen-
tations were only slightly customized.

More recently, BMC has taken a very different
stance on customization. Following HP’s
approach, BMC’s recommendation now is to
use the out-of-the-box functionality as much
as possible and to limit customization. In some
cases BMC has actually locked down its code
so that functionality that was configurable in
the past is no longer available. The partici-
pants in our study felt that the latest version

of Remedy locks too many fields and configu-
ration options. As a result, what should be a
simple configuration now requires organiza-
tions to either customize or live with the
unsuitable workflows that are pre-built in the
Remedy product.

It is important to note that HP has also reduced
the ability to customize by eliminating access
to the Rapid Application Development (RAD)
environment that was previously available to
customers. Yet, participants in this study felt
that this change has not been as severe and
has not resulted in the same negative impact
to customers.
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The cost of customization

BMC'’s recent change to Remedy’s customi-
zation approach appears to have created
unintended consequences. It seems that BMC
Remedy went from being the easier product

to customize to one that is much more difficult

to do even basic customizations to. Our par-

ticipants reported several frustrations when
implementing the details required for the
customizations of new versions of Remedy,
including:

* The environment is now hard coded. Instead
of making changes to reusable modules, cus-
tomizations now require physically changing
code across multiple modules.

* Simple customizations, such as changing
the drop-down lists, are now hard coded in
Remedy and require development resources
to make changes.

* There are challenges with having multiple
developers working concurrently because
of conflicts with too many interfaces.

* The inability to fully implement desired cus-
tomizations. For example, you can remove
the first two steps in a particular pre-built
workflow, but it is not possible to remove
those steps from the user interface, even
though they were taken out of the workflow.
The user 1s left with the choice of training
employees to skip those two irrelevant steps,
or investing in even more customization to
strip the entire workflow.

* Certain customizations are so time consum-
ing that they are pulled from the project scope.
For example, in one case, the basic ability to
take an incident report and change it to a
problem ticket was removed from the project
scope because of implementation challenges.

Recommendation:

During your product evaluation, work with an ITSM expert to
estimate the number of customizations that will be necessary.

Model all long-term costs, taking into account not only the cost
of the labor, but also any disruption to your business due to
the lack of ability to respond quickly to changes.

Because of these issues with BMC Remedy,
our participants estimated that the average
implementation involving customiza-
tion resulted in 40 to 60 percent longer
development cycles than those with similar
projects using other tools like HP Service
Manager.

It should be noted that this longer develop-
ment is related to customizations only. Our
participants found that in their experience, the
cost to administer the two products (e.g., add
new users, do system backups) is very similar
between the two products.

An important observation made by participants
is that not only are customizations harder to
make in more recent versions of Remedy, but it
is also now much harder to find Remedy
developers. Remedy 6 developers cannot sim-
ply move to Remedy 7. A new set of skills is
required, and the demand for these skills is
high. As a result, the development costs are
much higher. Our participants consis-
tently found that cost for Remedy 7
developers is 30 to 50 percent more
than the cost of developers for prior ver-
sions of Remedy. Furthermore, Remedy 7
developers are now kept permanently on staff
to make these customizations, which also
adds significantly to the long-term costs of

a Remedy implementation.
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Recommendation:

Before selecting an ITSM product, diligently work with all

vendors to develop a detailed forecast of all long-term costs
including installation, customizations and integration.

Compared to the HP Service Manager product,
Remedy developers are a significant expense.
Our participants emphasized that prior to the
HP acquisition, Peregrine had created a signif-
icant community of developers who know the
product and its best practices for development,
and that skill set remains relevant. When com-
bined with HP Service Manager’s use of
industry-standard JavaScript as the develop-
ment language, compared to the proprietary
ARS language, it is significantly easier to hire
developers for HP Service Manager projects.

As a result of the recent changes to the BMC
Remedy product, the HP Service Manager
product now has a lower cost of creation and
ongoing maintenance of customizations.

The cost of integrations

The second difference is the long-term cost of
product ownership of integrations with com-
plementary products within each company’s
I'TSM portfolio and other I'T functions, as
well as with third-party products.

Products like HP Service Manager and BMC
Remedy do not exist in isolation. The core
components of an I'T'SM solution include
Project and Project and Portfolio Management
(PPM), I'T Asset Management (ITAM), and
Release Control (RC). Only HP offers a solu-
tion for each of these key I'TSM components
with pre-existing integrations into the other
product offerings. BMC does have an Asset

www.dimensionalresearch.com

Management solution, but does not offer a
Project and Portfolio Management product.
Our participants have found that in practice
BMC Remedy customers are left to do inte-
grations on their own, which is much more
expensive.

One other area of difference noted by our
participants is the availability and quality

of pre-existing integrations with third-party
products. Our participants observed that
historically, Peregrine employed a strategy
of having a large number of third-party inte-
grations. HP Service Manager continues to
have a larger number of integrations with

non-HP products than BMC Remedy.

The lack of existing integrations can result in
dramatically higher costs for the initial imple-
mentation. Our participants cited 20 to 40
percent higher costs as integrations
are almost always extremely time
consuming and complex, as well as the
ongoing cost to maintain those integrations
as products evolve.

Note that there are areas of customization
where both products are similar. Both HP and
BMC have comparable integrations between
their I'T'SM products and their systems man-
agement products, and so the implementation
costs for HP Service Manager with HP
Business Availability Center will be very
similar to using BMC Remedy with the BMC
PATROL products.

When making a decision to purchase any
IT Service Management product or a related
solution, I'T teams should seriously consider
their company’s long-term I'TSM roadmap
and ensure that they are considering both
current and future needs.
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The cost savings of deployment
options

The third difference between the BMC Remedy
and the HP Service Manager products is that
only the HP Service Manager product offers
both standard, on-site deployment, as well as a
SaaS option. A SaaS solution is a great way to
get started with lower capital investment and
lower overall TCO. Frequently, SaaS provides
lower short-term costs, lower long-term costs,
and faster time-to-value than an on-site deploy-
ment. You then have the option to eventually
move to an in-house implementation while
preserving investments already made in the HP
Service Manager processes and technology.

Saas is best known for its benefits in reducing

implementation risk. But SaaS deployments can

also enable lower long-term costs, in particular:

* Hardware costs are lower because they are
shared among many customers.

* The cost to train implementation and sup-
port specialists is eliminated as that is done
by the SaaS provider.

* There is long-term access to knowledgeable
resources.

Specifically for I'TSM solutions, SaaS imple-
mentations can lower long-term costs and
provide faster process improvements. Since
deployment starts sooner, process issues that
are only brought to light by product deploy-
ment are discovered—and resolved—much
sooner.

A real-life comparison: BMC
Remedy versus HP Service
Manager

While each I'T'SM implementation is unique,
two participants in this study were recently
involved in implementations of the most recent
version of HP Service Manager and BMC
Remedy. These initiatives were similar enough
to give a real-life example of the cost differenc-
es for product ownership.

HP Service Manager 7.1: The HP Service
Manager product, version 7.1, was deployed in
early 2009 with a goal of supporting 20,000

users in a major financial services organization:

* This implementation involved four full-time HP
Service Manager administrators for adminis-
tration, patching, and minor enhancements.
Prior to this purchase, the customer had
assessed BMC Remedy, and had determined
the implementation would require eight
administrators, four that would have been
Remedy 7.5 developers who would have cost
40 percent more than the administrators
required for HP Service Manager.

For the implementation, three external con-
sulting resources with expertise in the HP
Service Manager product were brought in
for six months to work side by side with the
internal team. During the six months, there
was adequate knowledge transfer of expertise;
the consultants were no longer needed and
the internal team was able to take over.

A simple notification e-mail was implemented
in the HP Service Manager product in
two days.

There were many options to bring in tech-
nical help for customizations when needed,
including HP’s own professional services
team, as well as a wide range of HP partners
with expertise in HP Service Manager.
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BMC Remedy 7.5: The Remedy I'TSM
product was deployed in late 2008 and into
2009 with a goal of supporting 15,000 users

in a global financial services organization.
The company already had an implementation
of Remedy 6, but it was so highly customized
that they were forced to do a “rip-and-replace”

and start with a fresh implementation of
Remedy 7.5:

* The company had eight internal Remedy 6
developers on staff, but their skill sets could
not be applied to Remedy 7.5. The company
needed to hire external expertise for required
customizations.

There were many resource challenges in
finding expertise with Remedy 7.5, so the
company was forced to hire consultants
through a large system integrator, which
increased expenses dramatically.

After one year on-site, knowledge has still not
been transferred to the internal team, and
the company expects that the external con-
sultants will stay on-site for another year.

A simple notification e-mail took four weeks
to implement.

The client identified very few options for
bringing in external help for customizations.
There were only two BMC partners available
in their region, and BMC was not able to
supply professional services directly.

Recommendation:

When purchasing an ITSM product, make sure references use
the current version of the product and get their feedback on
the costs of customization and integration.

Recommendation: Think long-
term costs when evaluating ITSM
solutions

Whether you are implementing a new enter-
prise ITSM initiative or upgrading an existing
I'TSM system, you should be concerned about
the long-term costs of your service desk deploy-
ment. Because the information we uncovered
in our research indicates that BMC Remedy
has a more expensive TCO than HP Service
Manager, we recommend that you seriously
consider the HP Service Manager solution.
During your product evaluation, make sure
you undertake the following tasks in your long-
term cost projections:

* Work with an I'TSM expert to estimate the
number of customizations that will be neces-
sary, and model all long-term costs, taking
into account not only the cost of the labor,
but also the disruption to your business due
to the inability to respond quickly to changes.

» Work with all vendors on your short list to
forecast the long-term costs of the deployment.

* Consult with current users of the products and
discuss their experiences with ongoing costs.

* Evaluate the availability and cost of prospec-
tive consulting resources in your local area.
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About the participants: Experts
from leading ITSM technology
consultants

This report is based on a series of in-depth
interviews that Dimensional Research con-
ducted with I'TSM experts employed by three
leading I'T" consulting organizations. These
organizations focus on helping large corporate
IT departments establish mature I'T processes
that deliver significant business value.

One participating companies asked not to be
identified to preserve its vendor-agnostic strategy.
The other two participating companies were:

Evergreen Systems,
www.evergreen

A
evergreen

7 that aims hicher SYS+-€OM, 1s a highly
specialized technolo-
gy consulting firm focused on helping firms
maximize the value of I'T to their businesses.
Evergreen specializes in ITIL (Information
Technology Infrastructure Library) business
case development and consulting, and offers
services that include Service Catalog devel-
opment, Change Management consulting,
Configuration Management Database (CMDB)
development, and Asset Management. Leaders
in insurance, finance, healthcare, and retail
rely on Evergreen to address today’s major
business challenges, including making ITIL
and COBIT operable; understanding and
organizing I'T assets for better planning and
execution; developing automated, streamlined
compliance processes; and maximizing benefit
through change, configuration, and asset man-
agement. Global 2000 organizations work with
Evergreen for sound strategy, flawless execu-
tion, and measurable results.

www.dimensionalresearch.com

Intact Technology, Inc.,
www.intact-tech.
com, is an I'T and

INTACT

TECHNOLOGY

business service man-
agement consulting
company focused on
helping customers design, implement, operate,
and automate their I'T service management,
asset management, and business service
management initiatives based on ITIL best
practices. Founded in 1994 in Landover,
Maryland, Intact uses deep expertise and
practical experience to stabilize and optimize
I'T organizations. Customers realize increased
efficiency, reduced risk, and measurable busi-
ness results. An HP Platinum Business Partner
and an HP Universal CMDB Partner, Intact
applies intellectual property to create deploy-
ment accelerators that distinguish the company
to clients and partners. Intact Technology per-
forms consulting services for commercial and
government organizations, and is an 8(a) certi-
fied small business.

About Dimensional Research™

Dimensional Research provides practical
market research to help technology com-
panies make smarter business decisions. Our
researchers are experts in technology and
understand how corporate I'T" organizations
operate. We partner with our clients to deliver
actionable information that reduces risks,
increases customer satisfaction, and grows
the business. Our research services deliver a
clear understanding of customer and market
dynamics. For more information, visit www.
dimensionalresearch.com.
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