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Report Sponsored by NetSuite 

A BANNER YEAR FOR PROFESSIONAL SERVICES, YET CHALLENGES LOOM 

Once again, the past year has been one of strong growth for the professional services industry. Each 

year, I ƭƻƻƪ ŦƻǊǿŀǊŘ ǘƻ ǘƘŜ ǊŜǎǳƭǘǎ ƻŦ {tLΩǎ ōŜƴŎƘƳŀǊƪ ǊŜǎŜŀǊŎƘ ŀƴŘ ǘƘŜ ƭŀǘŜǎǘ ŘƻŜǎ ƴƻǘ ŘƛǎŀǇǇƻƛƴǘΦ For 

the fifth year in a row professional services revenue growth exceeded 10% while average net profit rose 

from 13.2% in 2014 to 15.5% this past yearΦ ¸Ŝǘ ƛǘΩǎ ƴƻ ǘƛƳŜ ŦƻǊ ǇǊƻŦŜǎǎƛƻƴŀƭ ǎŜǊǾƛŎŜǎ organizations to 

rest on their laurels. Indeed, leading indicators like revenue from new clients, size of the sales pipeline, 

backlog and significantly higher attrition point to trouble ahead. 

That makes running an efficient organization an imperative and for some, the news from SPI may not be 

so good. Once again, the gap between the best and worst performing services organizations continues 

to widen. The contrast is stark when looking at profit margins. According to SPIΩǎ wŜǎŜŀǊŎƘΣ the 300 

(55%) lowest performing firms generated 2.1% net profit while the top 100 (20%) generated 23.5%.   

Growing usage of PSA is a key ingredient behind the successes of 2015. More than 79% of organizations 

use a commercial PSA solution. Yet far fewer have taken the next logical stepτjust 35% have fully 

integrated PSA and CRM, and 55% have integrated PSA with ERP. Going forward, use of a Services 

Resource Planning (SRP) suite covering all three functions will be a differentiator to further improve 

efficiency and profitability. In fact, the best performing services organizations already show much higher 

rates of integration between their PSA and ERP as well as their PSA and CRM solutions. 

bŜǘ{ǳƛǘŜΩǎ ŎƭƻǳŘ {wt ƻŦŦŜǊƛƴƎ ōǳƛƭŘǎ ƻƴ ƻǳǊ ƳŀǊƪŜǘ ƭŜŀŘŜǊǎƘƛǇ ƛƴ t{! ǿƛǘƘ hǇŜƴ!ƛǊΦ LΩƳ ŘŜƭƛƎƘǘŜŘ ǘƻ note 

that several ƻŦ ǘƘŜ мн ƻǊƎŀƴƛȊŀǘƛƻƴǎ ǊŀƴƪŜŘ ōȅ {tL ŀǎ ά.Ŝǎǘ ƻŦ ǘƘŜ .Ŝǎǘέ ǳǎŜ bŜǘ{ǳƛǘŜ ǘŜŎƘƴƻƭƻƎȅ ǘƻ Ǌǳƴ 

their businesses better. If your organization aims to boost profitability in 2016 and beyond, unified SRP 

is a significant step in the right direction. 

²ŜΩǊŜ ǇƭŜŀǎŜŘ ǘƻ ōŜ ŀōƭŜ ǘƻ ƻƴŎŜ ŀƎŀƛƴ ǎǇƻƴǎƻǊ {tLΩǎ ŀƴƴǳŀƭ ōŜƴŎƘƳŀǊƪΦ L ƘƻǇŜ ƛǘǎ ŘŜŜǇ Řŀǘŀ-driven 

insights are valuable to your organization as you to work to further improve performance and take 

advantage of the rich business opportunities that await leading firms. 

 

Regards, 

 

Ed Marshall, GM, Services Vertical, NetSuite 

www.netsuite.com 

 

http://www.netsuite.com/
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1. Foreword 

Service Performance Insight (SPI Research) is proud to introduce the ninth-annual Professional Services 

aŀǘǳǊƛǘȅϰ .ŜƴŎƘƳŀǊƪΦ  CƻǊ ŀ ŘŜŎŀŘŜ ǿŜ ƘŀǾŜ ǊŜǎŜŀǊŎƘŜŘΣ ōŜƴŎƘƳŀǊƪŜŘ ŀƴŘ ōǳƛƭǘ ŀ ƳŀǘǳǊƛǘȅ ƳƻŘŜƭ ǘƻΥ 

D Help professional services (PS) executives better understand how their organization compares 

to others that are both similar in size and scope of work, as well as to the broader professional 

services market; and,   

D Provide an objective, fact-based framework for performance improvements that helps pinpoint 

the areas that will provide the greatest impact.   

In 2007, SPI Research developed tƘŜ t{ aŀǘǳǊƛǘȅ aƻŘŜƭϰ ŀǎ ŀ ǎǘǊŀǘŜƎƛŎ ǇƭŀƴƴƛƴƎ ŀƴŘ ƳŀƴŀƎŜƳŜƴǘ 

framework. It is now the industry-leading performance improvement tool used by over 10,000 service 

and project-oriented organizations to chart their course to service excellence. 

It starts with t he benchmark   

Each year SPI Research collects data on approximately 200 key performance indicators across all aspects 

of professional services organizations.  Many benchmarks focus solely on financial metrics, but do not 

delve deeper into the root causes impacting those metrics.  SPI Research believes each component of a 

professional services organization can both positively and negatively impact performance, cash flow and 

ultimately profit.  The 

purpose of this 

benchmark is to provide 

a holistic view of all 

aspects of PS 

performance and how 

subtle changes in one 

area, for example, 

revenue growth, impact 

all other areas.   

¢ƘŜ t{ aŀǘǳǊƛǘȅϰ 

model helps executives 

compare and analyze 

their own performance so they can build consensus around the actions to take, and where to start, 

while quantifying the benefits of change.  Analyzing the benchmark data by vertical market, geographic 

region and organization size gives PS executives an accurate comparison to their peers and the market 

at large.  Over 2,0лл ŦƛǊƳǎ ƘŀǾŜ ŎƻƳǇƭŜǘŜŘ {tLΩǎ ōŜƴŎƘƳŀǊƪƛƴƎ surveys over the past nine years.   

 

Table 1:  Five-year PS Key Performance Metrics 

Key Performance Indicator (KPI)  2011 2012 2013 2014 2015 

Annual PS revenue growth 13.7% 11.5% 10.0% 10.0% 10.2% 

Annual PS headcount growth 10.1% 8.9% 7.5% 8.1% 7.8% 

Percentage of billable personnel  74.2% 75.2% 71.2% 75.1% 70.4% 

Employee Attrition 7.4% 7.2% 8.3% 8.9% 12.9% 

Annual revenue per consultant (k) $197  $206  $193  $197  $198 

Annual revenue per employee (k) $167  $168  $155  $167  $157 

Profit (EBITDA %) 13.5% 16.8% 11.4% 13.2% 15.5% 
 

Source: Service Performance Insight, February 2016 
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Change is constant in professional services with each year bringing new geopolitical, socioeconomic and 

technology disruption.  After all, without disruption and change, professional services would not exist 

because clients would not need expert help to navigate new opportunities and landmines.  Over the 

past nine years of benchmarking, Service Performance Insight has seen great change in the marketplace, 

particularly in the ever growing adoption of integrated, cloud-based business applications which have 

helped firms squeeze ever higher levels of productivity and profit out of this labor-based business.  Ten 

years ago, who could have predicted the growth in social, mobile, analytics and cloud (SMAC) 

technologies which have transformed entire business segments and empowered individuals and line of 

business executives with unprecedented information access and control?   

¢Ƙƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅ reached more than twice as many respondents compared to all previous years. This 

means the depth, breadth and accuracy of the benchmark continues to expand.  This edition, based on a 

much larger data set, includes expanded vertical market coverage including VARs (Value Added 

Resellers); Managed Service providers; Research and Development and Staffing.  We have significantly 

improved the statistical depth and data validity for architects and engineers, accountancies and 

marketing and advertising firms.  We also garnered input from a host of new PS segments such as 

contract research and engineering services.  Every year SPI Research has worked to broaden the survey 

to reach more geographic regions so that it truly represents a worldwide performance survey.  While we 

have not achieved all of our goals, we still feel as though this benchmark is the gold industry standard. It 

is used by well over 10,000 billable professional services organizations to benchmark their operations 

and gain insight into ways they can improve. 

Productivity improvements 

are critical in professional 

services.  As the global 

economy sluggishly grows at 

less than 2%, organizations 

in every industry are having 

to work harder to achieve 

higher productivity, without 

adding substantial cost.  

Every year, PS revenue 

growth exceeds headcount 

growth, meaning the 

industry as a whole is 

continually ratcheting up 

output.  This year, although 

top-line revenue growth was 

still strong, headcount growth slowed significantly in large part due to a growing talent shortage.  To 

combat the lack of skilled consultants, firms are using a host of creative recruiting and skill-building 

strategies to wring ever higher levels of efficiency from their workforces.   

Figure 1:  Annual PS Revenue Growth vs. Headcount Growth 

 
Source: Service Performance Insight, February 2016 
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2015 Wrap-up 

Lƴ ƭŀǎǘ ȅŜŀǊΩǎ ōŜƴŎƘƳŀǊƪΣ ǿŜ ŎƘŀǊŀŎǘŜǊƛȊŜŘ нлмп as a Goldilocks year ς άnot too hot, not too cold, just 

rightέ.  In 2015 the positive trend continued with greater than 10% revenue growth and higher net 

profits but cracks in the foundation started to appear.  Based on a much larger global sample survey 

size, we saw declines in most of the major leading indicators ς revenue from new clients, size of the 

sales pipeline, backlog, bid-to-win ratios and significantly higher attrition.  PSOs have increased the mix 

of non-billable to billable headcount, perhaps adding in unaffordable overhead.  By geography, the 

Americas outperformed all other regions but with a big stock market correction and a major presidential 

election, 2016 growth could be tepid.  The PS market in Asia Pacific continues to expand but this region 

is starting to feel the effects of a growing talent shortage ŀŎŎƻƳǇŀƴƛŜŘ ōȅ ŀ ǎƭƻǿŘƻǿƴ ƛƴ /ƘƛƴŀΩǎ 

voracious growth.  EMEA reported the worst performance, plagued by Eurozone uncertainty, refugees 

and terrorism, it was a relatively tough year across all European markets including PS.  2016 appears to 

be fraught with growing geopolitical and socioeconomic issues which will slow PS growth, however, the 

sector as a whole will continue to outperform most industries.  Fasten your seat belts, lock your doors 

and double-down scrutiny of sales forecasts and discretionary spending.  With these precautions, your 

PS business should continue to thrive. 

²ƘŜǊŜ ŘƛŘ ǘƘŜ ƴŜǿ ŎƭƛŜƴǘǎ ƎƻΚ 

A key indicator of the strength and vitality of the professional services market is the percentage of 

revenue from new clients.  Unfortunately, new client revenue has declined to the lowest level we have 

seen in the past nine years.  Without an injection of new client revenue, PS growth is limited to mining 

the installed base.  Overtime, the potential at even the largest accounts diminishes.  Without new 

market growth, firms and consultant skills languish while existing clients may become complacent.   The 

percentage of revenue 

from new clients is a very 

important forward-looking 

measurement.  In 2016 as 

market uncertainty 

increases, PS organizations 

should carefully watch this 

metric.  PSOs should act 

now to expand their 

markets, clients and service 

portfolio to preempt 

revenue erosion. 

Figure 2:  New Client Penetration 

 
Source: Service Performance Insight, February 2016 
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/ƻƳǇŜǘƛǘƛƻƴ ƛƴǘŜƴǎƛŦƛŜǎ 

A powerful indication of 

increasing competition is 

the bid-to-win ratio.  This 

metric measures the 

number of winning bids or 

proposals out of every 10 

submitted.  It is certainly 

correlated with the size of 

the sales pipeline and sales 

effectiveness.  Lower bid-

to-win ratios portray 

heightened competition but 

may also be a symptom of 

underlying sales and 

marketing issues. Strategies 

to improve bid-to-win 

ratios should start with a reexamination of market positioning and service packaging.  Do target buyers 

know about your firm?  Do current clients provide a rich source of referrals and repeat business or are 

they lukewarm on the value you provide?  What is the common element in the deals you win? Lose? 

How can you improve your hit ratio? Should you more carefully scrub your sales pipeline to remove 

unreliable long shots? 

9ƳǇƭƻȅŜŜ ŀǘǘǊƛǘƛƻƴ ƛǎ ǊƛǎƛƴƎ 

In 2015 SPI Research asked 

firms to report both 

voluntary and involuntary 

attrition rates which were as 

follows: 

D Voluntary:  7.8% 

D Involuntary:  5.1% 

It is likely answers for 

previous years were only for 

voluntary attrition.  

Regardless, we know that 

attrition is rising 

dramatically.  This is 

undoubtedly one of the  

Figure 3:  Bid-to-win Ratio 

 
Source: Service Performance Insight, February 2016 

Figure 4:  Employee Attrition 

 
Source: Service Performance Insight, February 2016 
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most important metrics, as the cost to replace a valuable employee is in excess of $150,000.   

tǊƻŦƛǘǎ ŎǊŜŜǇ ǳǇ  

Despite declines in forward-looking 

metrics, profit results for 2015 

were very strong, averaging 15.5%, 

up from 13.2% in 2014.  Profit 

(Earnings before Interest, Taxes, 

Depreciation and Amortization) 

improvement can be attributed to 

higher levels of billable utilization 

combined with moderate rate 

increases.  Embedded PS 

organizations increased net profit 

from 19% to 20.9% primarily based 

on a surge from SaaS providers 

who saw their net profits increase 

from 7.8% to 25.7%.  For the past 

five years we have seen wild 

swings in embedded SaaS PSO 

profitability based on charter 

changes from profit center ς to customer adoption catalyst and now back again to profit center.  The 

stock market is putting pressure on hot cloud providers to grow up.  

Figure 6:  Growth vs. Annual Profit for Selected Markets 

 

Source: Service Performance Insight, February 2016 

Figure 5:  Annual Profit (EBITDA) 

 
Source: Service Performance Insight, February 2016 
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Building market-share is all well and good but it is time to turn all those seats, clicks and eyeballs into a 

sustainable, profitable business.  Independents experienced a moderate increase in profitability, moving 

from 10.8% to 13.6%.  For independents, the profit surge came from improvements in most sub verticals 

except management consultancies who reported a profit decline from 14% to 12.2%. By geography, Asia 

Pacific (based primarily on firms headquartered in Australia and New Zealand) led the way with average 

net profit improving from 13.1% to 17.2%. The Americas saw profit increase from 12.5% to 16.3% while 

EMEA languished with average profit declining from 15.5% to 11.9%.  It is worth noting that these are 

not apples to apples comparisons as the survey dataset in 2014 was based on 220 firms while the 

2015 survey was completed by 549 firms.  

LƴŦƻǊƳŀǘƛƻƴ ς ƳƻǊŜ ǾŀƭǳŀōƭŜ ǘƘŀƴ ŜǾŜǊΗ  

As the professional services 

space has grown more 

competitive, and volatility 

within the market 

intensifies, information has 

become a competitive 

weapon to increase 

performance and profit.  

Lack of an effective 

information infrastructure 

within professional services 

organizations is no longer an 

option!  In each of the nine 

years of surveying, SPI 

Research has seen a gradual 

increase in the use of 

information technology to 

run finance and accounting, 

sales and marketing, human 

resources, service delivery, and business analysis.  These solutions are core to the success of each 

department, but better serve the entire PSO when they are integrated throughout.  Integrated business 

solutions enable all team members to have access to one source of the truth, expediting fact-based 

decisions and real-time response to opportunities and challenges.  Being able to visualize changes and 

trends by client, service line and market brings into focus problems and facilitates investment in the 

most-promising growth avenues.   

While these core solutions help PSOs run the business, the number and variety of ancillary applications 

has grown exponentially particularly in the areas of social, remote service delivery, collaboration and 

knowledge management.  These solutions help make employees at all levels more productive, which 

ultimately impacts project margins and organizational profitability.  On the downside, the pace of 

technology change, overlap and interdependence has become significantly more complex, with shorter 

Figure 7:  Integrated Information Drives Performance Higher! 

 
Source: Service Performance Insight, February 2016 
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and shorter produce release cycles.  The abundance of overlapping solutions has made the job of 

technology consultants and IT professionals ever harder as the breadth and depth of knowledge they 

must possess has become almost overwhelming.  

Look Forward to 2016  

The beginning of 2016 has been difficult for the economy, increasing the pressure on professional 

services organizations to streamline operations and cut cost.  While there are always performance 

pressures in PSOs, an uncertain economy will make them more acute.  In the U.S.Σ ǎǘƛƭƭ ǘƘŜ ǿƻǊƭŘΩǎ 

largest economy, presidential elections will add to this uncertainty.  There is obviously frustration with 

government spending and the role of government, but the winner of the 2016 elections will certainly 

have an impact on the global economy.   

Despite the doom-and-gloom at the start of 2016, the professional services market remains upbeat.  The 

demand for professional services continues to increase and employees, whose salaries and bill rates 

have risen, will no doubt be excited to face the new challenges this year will bring.  Achieving financial 

targets, talent and sales effectiveness will most likely be at the top of the list of prioritiesΦ  .ǳǘ ŘƻƴΩǘ 

forget about efficiently delivering high-quality services, because that is where money is made! 

The pace and magnitude of technology change at times seem insurmountable but somehow millions of 

consultants find a way to stay abreast of this mounting complexity to make sense of it all for their 

clients.  New technologies continue to transform the professional services market, and nowhere is this 

more evident than in the social, mobile, analytics and collaboration (SMAC) space.  These solutions, 

many of which are embedded in core business suites such as Enterprise Resource Planning (ERP), Client 

Relationship Management (CRM), Professional Services Automation (PSA), and Human Capital 

Management (HCM), are becoming increasingly critical to the success and growth in professional 

services.  Professional Services is an employee driven market, and providing the best tools that provide 

the best insight underlies all performance improvements.    
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2. The Professional Services MaturityÊ Model  

SPI Research has spent the past nine years benchmarking varying levels of operational control or process 

άƳŀǘǳǊƛǘȅέ ǘƻ ŘŜǘŜǊƳƛƴŜ ǘƘŜ ŎƘŀǊŀŎǘŜǊƛǎǘƛŎǎ ŀƴŘ ŀǇǇǊƻǇǊƛŀǘŜ ōŜƘŀǾƛƻǊǎ ŦƻǊ t{hǎ ōŀǎŜŘ ƻƴ ǘƘŜƛǊ 

organizational lifecycle stage.  The primary questions SPI Research was seeking to answer when the PS 

Maturityϰ Benchmark was first conceived remain our primary focus today: 

D What are the most important focus areas for professional service organizations (PSOs) as their 

businesses mature?  

D What is the optimum level of maturity or control at each phaǎŜ ƻŦ ŀƴ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ƭƛŦŜŎȅŎƭŜΚ 

D Can diagnostic tools be built for assessing and determining the health of key business 

processes? 

D Are there key business characteristics and behaviors that spell the difference between success 

and failure?  

¢ƘŜ ƻǊƛƎƛƴŀƭ ŎƻƴŎŜǇǘ ōŜƘƛƴŘ ǘƘŜ {tL wŜǎŜŀǊŎƘΩǎ t{ aŀǘǳǊƛǘȅ aodelϰ was to investigate whether 

increasing levels of 

standardization in operating 

processes and management 

controls improve financial 

performance.  The 2016 PS 

aŀǘǳǊƛǘȅϰ .ŜƴŎƘƳŀǊƪ 

demonstrates that increasing 

levels of business process 

maturity do indeed result in 

significant performance 

improvements (Table 2).  

In fact, SPI Research found that 

high levels of performance 

have far more to do with 

leadership focus, 

organizational alignment, effective business processes and disciplined execution than "time in 

grade."  Relatively young and fast-growing organizations can and do demonstrate surprisingly high 

levels of maturity and performance excellence if their charters are clear.   

Further improvements accrue when their goals and measurements are aligned with their mission, and 

they make the investments they need in talent and systems to provide visibility and appropriate levels of 

business control.  Of course, it certainly helps if they are also well-positioned within a fast-growing 

market. 

¢ƘŜ ŎƻǊŜ ǘŜƴŜǘ ƻŦ ǘƘŜ t{ aŀǘǳǊƛǘȅ aƻŘŜƭϰ ƛǎ service and project-oriented organizations achieve success 

through the optimization of five Service PŜǊŦƻǊƳŀƴŎŜ tƛƭƭŀǊǎϰΥ   
 

Table 2:  Maturity Matters! 

Key Performance Measurement 
Maturity 
Level 1-2 

Maturity 
Level 3 

Maturity 
Level 4-5 

Percentage of respondents 55% 25% 20% 

Year-over-year change in PS revenue 2.1% 8.5% 23.5% 

Deal pipeline relative to qtr. bookings 
forecast 

140% 186% 229% 

Employee billable utilization 66.1% 72.7% 78.0% 

Projects delivered on-time 69.7% 79.6% 85.0% 

Annual rev. per billable consultant (k) $144  $231  $251  

Annual revenue per employee (k) $112  $185  $202  

PS EBITDA  2.1% 8.5% 23.5% 
 

Source: Service Performance Insight, February 2016 
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1. Leadership ς Vision, Strategy and Culture 

2. Client Relationships     

3. Human Capital Alignment 

4. Service Execution 

5. Finance and Operations 

Within each of the Service Performance Pillarsϰ, SPI Research developed guidelines and key 

performance maturity measurements.  These guidelines cut across the five service dimensions (pillars) 

to illustrate examples of business process maturity.  This study measures the correlation between 

process maturity, key performance measurements and service performance excellence.  

Service Performance PillarsÊ 

SPI Research developed a model that 

segments and analyzes a PSO into five 

distinct areas of performance that are 

both logical and functional.  We call the 

five underpinning elements Service 

Performance Pillarsϰ ōŜŎŀǳǎŜ ǘƘŜȅ ŦƻǊƳ 

the foundation for all professional 

services organizations (Figure 8):  

1. LEADERSHIP - VISION, STRATEGY 

AND CULTURE: (CEO) a unique view 

of the future and the role the service 

organization will play in shaping it.  A 

clear and compelling strategy 

provides a focus for the organization 

and galvanizes action.  Effective 

strategies bring together target customers, their business problems, and how a solution solves those 

problems differently, uniquely, or better than its competitors.  For a service strategy to be effective, 

the role and charter of the service organization must be defined, embraced, communicated and 

supported throughout the company.  Depending on whether the service strategy is to primarily 

support the sale of products, or to drive service revenue and profit; service organization goals and 

measurements will vary.  Leadership skills and competencies must mature as the organization 

matures.  /ǳƭǘǳǊŜ ƛǎ ǘƘŜ ǳƴǿǊƛǘǘŜƴ ŎǳǎǘƻƳǎΣ ōŜƘŀǾƛƻǊǎ ŀƴŘ ōŜƭƛŜŦǎ ǘƘŀǘ ŘŜǘŜǊƳƛƴŜ ǘƘŜ άǊǳƭŜǎ ƻŦ ǘƘŜ 

ƎŀƳŜέ ŦƻǊ ŘŜŎƛǎƛƻƴ ƳŀƪƛƴƎΣ ǎǘǊǳŎǘǳǊŜ ŀƴŘ ǇƻǿŜǊΦ   

2. CLIENT RELATIONSHIPS: (Marketing and Sales) the ability to communicate effectively with 

employees, partners and customers to generate and close business and win deals.  Effective client 

management involves improving relationships to better understand client needs, while ensuring 

clients will continue to buy and provide references and testimonials.  

Figure 8:  Service Performance PillarsÊ 

 

Source: Service Performance Insight, February 2016 

http://www.spiresearch.com/psmaturitymodel/service-performance-pillars.html
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3. HUMAN CAPITAL ALIGNMENT: (Human Resources) the ability to attract, hire, retain and motivate 

a high quality consulting staff. With changing workforce demographics, talent management has 

increased in importance.  High-caliber employees represent the essence, brand and reputation of 

the firm.  PSOs are starting to adopt hybrid on and off-site staffing models which put increased 

pressure on customer-facing staff to develop client relationships and more carefully define client 

requirements.  Demands for career planning, skill development and flexible work options have 

intensified.   

4. SERVICE EXECUTION: (Engagement/Delivery) the methodologies, processes and tools to effectively 

schedule, deploy and measure the quality of the service delivery process.  Service execution involves 

a number of factors: from resource management, to delivering projects in a predictable and 

acceptable time frame, to reducing cost while improving project quality and harvesting knowledge.  

Processes include resource management, project planning and quality control, knowledge 

management and methodology and tool development.  

5. FINANCE AND OPERATIONS: (CFO) the ability to manage services profit and loss τ to generate 

revenue and profit while developing repeatable operating processes.  The finance and operations 

pillar focuses on revenue, margin and cost and the financial, contractual and IT operating processes 

and controls required to run a profitable and predictable business.  

Professional Services MaturityÊ Model Benchmark Levels 

The model is built on the same 

foundation as the Capability 

Maturity Model (CMM), which 

has been adopted for software 

development; but is specifically 

targeted toward billable PSOs, 

that either exclusively sell and 

execute professional services or 

complement the sale of products 

with services.  Figure 9 depicts 

maturity level progression and 

outlines primary characteristics 

for each maturity level: 

æ  LEVEL 1   τ LbL¢L!¢95 άI9whL/έ:  (APPROXIMATELY 30% OF PSOS) at maturity Level 1, 

processes are ad hoc and fluid.  The business environment is chaotic and opportunistic, and the 

focus for a PSO is primarily on new client acquisition and reference building.  Often professional 

service employees at this level are chameleons τ able to provide presales support one day and 

develop interfaces and product workarounds the next.  Success depends on the competence and 

heroics of people in the organization, and not on the use of proven processes, methods or tools.  

Figure 9:  Services MaturityÊ Model Levels 

 

Source: Service Performance Insight, February 2016 
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Practices and procedures are informal and quality is based on individual experience and aptitude.  

[ŜǾŜƭ м ƻǊƎŀƴƛȊŀǘƛƻƴǎ ŀǊŜ ƻŦǘŜƴ ŎƘŀǊŀŎǘŜǊƛȊŜŘ ŀǎ άƛƴŦƻǊƳŀƭέ ŀƴŘ άƘŜǊƻƛŎέΦ   
 

æ  LEVEL 2   τ tL[h¢95 άC¦b/¢Lhb![ 9·/9[[9b/9έ:  (APPROXIMATELY 25% OF PSOS) at 

maturity level 2, processes have started to become repeatable.  Best practices may be 

demonstrated in discrete functional areas or geographies but they are not yet documented and 

codified for the entire organization.  Basic processes have been established for the five Professional 

Services Performance Pillars, but they are not yet universally embraced.  Operational excellence 

and best practices may be discerned within functions but not across functions.  By Level 2 

individual Functional Excellence should have emerged in key areas.  

 

æ  LEVEL 3   τ 59t[h¸95 άtwhW9/¢ EXCELL9b/9έ:  (APPROXIMATELY 25% OF PSOS) at maturity 

level 3, the PSO has created a set of standard processes and operating principles for all major 

ǎŜǊǾƛŎŜ ǇŜǊŦƻǊƳŀƴŎŜ ǇƛƭƭŀǊǎ ōǳǘ ǊŜƴŜƎŀŘŜǎ ŀƴŘ άƘƻƭŘ-ƻǳǘǎέ Ƴŀȅ ǎǘƛƭƭ ŜȄƛǎǘΦ  aŀƴŀƎŜƳŜƴǘ Ƙŀǎ 

established and started to enforce financial and quality objectives on a global basis.  Processes have 

been established to focus on effective execution and there is spotlight on alignment between and 

across functions.  By level 3 project delivery methodologies and quality measurements are in place 

and enforced across the organization.  [ŜǾŜƭ о ƻǊƎŀƴƛȊŀǘƛƻƴǎ ǎƘƻǳƭŘ ŜȄƘƛōƛǘ άtǊƻƧŜŎǘ 9ȄŎŜƭƭŜƴŎŜέ 

with a consistent, repeatable project delivery methodology. 

 

æ  LEVEL 4   τ INSTITUTIONALIZED άthw¢Ch[Lh 9·/9[[9b/9έ:  (APPROXIMATELY 15% OF 

PSOS) at maturity level 4, management uses precise measurements, metrics and controls, to 

effectively manage the PSO.  Each service performance pillar contains a detailed set of operating 

principles, tools and measurements.  Organizations at this level set quantitative and qualitative 

goals for customer acquisition, retention and penetration, in addition to a complete set of financial 

and quality operating controls and measurements.  Processes are aligned to achieve leverage.  The 

portfolio is balanced with a focus on project selection and execution.  Level 4 organizations should 

ŜȄƘƛōƛǘ άtƻǊǘŦƻƭƛƻ 9ȄŎŜƭƭŜƴŎŜέΦ  

 

æ  LEVEL 5   τ ht¢LaL½95 ά/h[[!.hw!¢L±9έ:  (APPROXIMATELY 5% OF PSOS) at maturity level 

5 executives focus on continual improvement of all elements of the five performance pillars.  A 

disciplined, controlled process is in place to measure and optimize performance through both 

incremental and innovative technological improvements.  Quantitative process-improvement 

objectives for the organization are established.  They are continually revised to reflect changing 

business objectives, and used as criteria in managing process improvement.  Initiatives are in place 

to ensure quality, cost control and client acquisition.  The rough edges between disciplines, 

functions, and specialties have been smoothed to ensure unique problems can be addressed 

quickly without excessive bureaucracy or functional silos.   Level 5 organizations are visionary and 

collaborative both internally and with clients and external business partners.   



 2016 Professional Services MaturityÊ Benchmark 
 

© 2016 Service Performance Insight  www.netsuite.com    12   

 

Over the past nine years, over 10,000 PSOs have studied the PS Maturity Model ϰ and now use the 

concepts and key performance measurements ǘƻ ǇƛƴǇƻƛƴǘ ǘƘŜƛǊ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ŎǳǊǊŜƴǘ ƳŀǘǳǊƛǘȅ ŀƴŘ 

develop improvement plans to advance lagging areas.   

SPI Research summarizes individual PSO 

performance in a SPIder chart (Figure 10).  The 

maturity scorecard provides a measurement for 

each organization in comparison to the 

benchmark maturity definitions.  It provides an 

invaluable tool to analyze current performance 

and prioritize future improvement initiatives.   

This graphical depiction of the Service 

tŜǊŦƻǊƳŀƴŎŜ tƛƭƭŀǊǎϰ ōȅ ƳŀǘǳǊƛǘȅ ƭŜǾŜƭ ŜƴŀōƭŜǎ t{ 

executives to quickly scorecard their 

ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ǇŜǊŦƻǊƳŀƴŎŜΣ ŀƴŘ diagnose areas 

of relative strength and weakness. 

Building the Professional Services MaturityÊ Model 

With core benchmark information gleaned on all primary business functions, SPI Research was able to 

construct a tǊƻŦŜǎǎƛƻƴŀƭ {ŜǊǾƛŎŜǎ aŀǘǳǊƛǘȅϰ aƻŘŜƭ that determines organizational maturity τ by pillar 

τ and provides guidance to advance to the next level (Table 3).   

Table 3:  Performance Pillars Mapped Against Service 

 Level 1 
Initiated 

Level 2 
Piloted 

Level 3 
Deployed 

Level 4 
Institutionalized 

Level 5 
Optimized 

L
e

a
d

e
rs

h
ip 

Initial strategy is to 
support product sales 
and provide reference 
customers while 
providing 
workarounds to 
complete immature 
products.  Leaders 
are ñdoersò. 

PS has become a 
profit center but is 
subordinate to 
product sales.  
Strategy is to drive 
customer adoption 
and references 
profitably. Leaders 
focus on P&L and 
client relationships. 

PS is important revenue 
and margin source but 
channel conflict still 
exists. Services 
differentiate products. 
Leadership 
development plans are 
in place. Leaders have 
strong background & 
skills in all pillars. 

Service leads products. 
PS is a vital part of the 
company.  Solution 
selling is a way of life.  
PS is included in all 
strategy decisions.  
Succession plans are in 
place for critical 
leadership roles 

PS is critical to the 
company.  Service 
strategy is clear. 
Complimentary goals 
and measurements are 
in place for all functions.  
Leaders have global 
vision and continually 
focus on renewal & 
expansion.  

Figure 10:  Service Performance Pillar MaturityÊ 

 
Source: Service Performance Insight, February 2016 
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 Level 1 
Initiated 

Level 2 
Piloted 

Level 3 
Deployed 

Level 4 
Institutionalized 

Level 5 
Optimized 

C
lie

n
t 

R
e

la
ti
o

n
s
h

ip
s 

Opportunistic.  No 
defined solution sets 
or Go to Market plan.    
Focus is on new 
customers and 
reference building. 
Individual heroics, no 
consistent sales, 
marketing or 
partnering plan or 
methodology.  Ad 
hoc, one-off projects. 

Start to use 
marketing to drive 
leads. Multiple sales 
models. Start 
investing in sales 
training, CRM & 
sales method-ology. 
Start measuring 
sales effectiveness & 
client satisfaction. 
Start developing 
partners and partner 
programs. Some 
level of proposal 
reviews and pricing 
control. 

Marketing, inside sales, 
solution sales with 
defined solution sets.  
CRM integrated with 
financials and PSA. 
Deal, pricing and 
contract reviews.  
Partner plan and 
scorecard.  Tight pricing 
and contract mgmt. 
controls. High levels of 
customer satisfaction. 

CRM, PSA, ERP 
integration provides 
360-degree view of 
client relationships. 
Business process, 
vertical and horizontal 
solutions.  Vertical client 
centers of excellence.  
Top client and partner 
programs. Global 
contract and pricing 
management.  Key 
partner relationships. 
Strong customer 
reference programs. 

Executive relationships.  
Thought leadership.  
Brand building and 
awareness.  High 
customer satisfaction.  
Integrated sales, 
marketing and partnering 
programs.  High quality 
references.  

H
u

m
a

n
 C

a
p

it
a

l 

A
lig

n
m

e
n

t 

Hire as needed.  
Generalist skills.  
Chameleons, Jack of 
all Trades.  Individual 
heroics. May perform 
presales as well as 
consulting delivery.   

Begin forecasting 
workload. Start 
developing job and 
skill descriptions & 
compensation plans. 
Rudimentary career 
paths.  Start 
measuring employee 
Satisfaction 

Resource, skill and 
career management. 
Employee satisfaction 
surveys. Training plans. 
Goals and 
measurements aligned 
with compensation. 
Attrition <15%  

Business process and 
vertical skills in addition 
to technical and project 
skills.  Career ladder 
and mentoring 
programs. Training 
investments to support 
career. Low attrition, 
high satisfaction 

Continually staff and train 
to meet future needs.  
Highly skilled, motivated 
workforce.  Outsource 
commodity skills or peak 
demand.  Sophisticated 
variable on and off-shore 
workforce model.  

S
e

rv
ic

e
 E

x
e

c
u

ti
o

n 

No scheduling.  
Reactive. Ad hoc.  
Heroic. Scheduling by 
spreadsheet. No 
consistent project 
delivery methods.  No 
project quality 
controls or knowledge 
management. 

Skeleton 
methodology in 
place. Centralized 
resource mgmt. 
Initiating project 
mgmt. and technical 
skills. Starting to 
measure project 
satisfaction and 
harvest knowledge. 

PSA deployed for 
resource and project 
management. 
Collaborative portal. 
Earned Value Analysis.  
Project dashboard.  
Global Project 
Management Office, 
project quality reviews 
and measurements.  
Effective change 
management.  

Integrated project and 
resource management.  
Effective scheduling. 
Using portfolio 
management. Global 
PMO.  Global project 
dashboard. Global 
Knowledge 
Management.  Global 
resource management. 

Integrated solutions.  
Continual checks and 
balances to assure 
superior utilization and 
bill rates. Complete 
visibility to global project 
quality.  Multi-disciplinary 
resource management. 

F
in

a
n

c
e

 a
n

d
 O

p
e

ra
ti
o

n
s

 

The PSO has been 
created but is not yet 
profitable.  
Rudimentary time & 
expense capture.  
Limited financial 
visibility and control. 
Unpredictable 
financial performance. 
Rudimentary contract 
management. 

5 to 15% margin. PS 
becoming a profit 
center but still 
immature finance 
and operating 
processes.  
Investment in ERP 
and PSA to provide 
financial visibility. 
May not have real-
time visibility or BI. 
Standard Library of 
Contracts and 
Statements of Work.  

15 to 25% margin. PS 
operates as a tightly 
managed P&L.  
Standard methods for 
resource mgmt., time & 
expense mgmt., cost 
control & billing.  In 
depth knowledge of all 
costs at the employee, 
sub-contractor & project 
level.  Processes in 
place for contract 
management, legal and 
pricing decisions.  

PS generates > 20% of 
overall company 
revenue & contributes > 
30% margin.  

Well-developed finance 
and operations 
processes and controls. 
Systems have been 
implemented for CRM, 
PSA, ERP and BI. IT 
integration and real-
time visibility. Systems 
have been implemented 
for contract 
management, legal and 
pricing decisions.  

> 30% margin. 
Continuous improvement 
and enhancement.   

High profit. Integrated 
systems. 

Global with disciplined 
process controls and 
optimization. Completely 
integrated financial, 
CRM, resource 
management, contracts 
and pricing systems, 
processes and controls. 

Source: Service Performance Insight, February 2016 
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Why Maturity Matters 

{tL wŜǎŜŀǊŎƘ ōŜƭƛŜǾŜǎ ǿƛŘŜ ǎǳǇǇƻǊǘ ŦƻǊ ǘƘŜ t{ aŀǘǳǊƛǘȅϰ ƳƻŘŜƭ ƛǎ ŘǳŜ ǘƻ ƛǘǎ ƘƻƭƛǎǘƛŎ ŀǇǇǊƻŀŎƘ ǘƻ 

measuring performance.  Maturity is determined through alignment and focus both within and across 

functions.  For example, although financial measurements are of primary importance they are equally 

weighted and correlated with leadership and sales and quality measurements to ensure organizations 

improve across all dimensions, not just in terms of financial performance.  However, if the organization 

is profit-motivated (which most are), increasing maturity levels do show up in significant bottom-line 

profit.  Figure 11 highlights major key performance measurements by maturity level, and should alone 

be an important reason why PS executives should look deeper into using it to increase profits.   

Figure 11:  Professional Services MaturityÊ Progression 

 

Source: Service Performance Insight, February 2016 

Pillar Importance and Organizational Maturity 

The results and insights gained in the past seven years have confirmeŘ {tL wŜǎŜŀǊŎƘΩǎ ƻǊƛƎƛƴŀƭ ƘȅǇƻǘƘŜǎƛǎ 

that service organizations must develop a balanced and holistic approach to improving all aspects of 

their business as they mature.  SPI Research has discovered that the emphasis on individual service 

pillar performance shifts as organizations mature.  Excellence in only one particular service performance 

pillar does not create overall organizational success ς rather it is the appropriate balance and alignment 

within and across performance pillars, which ultimately leads to sustainable success.  
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Table 4 depicts the relative service performance pillar importance by organizational maturity level.  

Many professional service organizations are established without a particular initial focus toward 

optimizing performance.   

PSOs begin with the goal of 

establishing a client and 

reference base.  They may 

be operated as a cost 

center or as an adjunct to 

the product function to 

establish alpha and beta 

customers and to provide 

early product feedback.  

Initially they often perform 

presales, training, quality 

assurance and service 

delivery tasks.  They hope to deliver services that are 

both profitable to them as well as valued by their 

ŎƭƛŜƴǘǎΣ ōǳǘ ƛƴ ǊŜŀƭƛǘȅΣ ǘƘŜȅ ǘŀƪŜ ǘƘŜ Ǉƻǎƛǘƛƻƴ ǘƘŀǘ άƧǳǎǘ 

ŀōƻǳǘ ŀƴȅ ŘŜŀƭ ƛǎ ŀ ƎƻƻŘ ŘŜŀƭΦέ  ¢ƘŜ ŜƳǇƘŀǎƛǎ ŀǘ 

Level 1 maturity is on building client references and 

recruiting highly skilled generalist consultants who 

are experienced enough and flexible enough to 

perform heroic feats to ensure early customer 

success.  

By Level 2, although primary focus is still to create 

reference customers, more emphasis is placed on 

human capital alignment for recruiting and ramping 

skilled employees, partners and contractors.  Service 

execution focus is on developing repeatable project 

delivery methods and quality processes.  At these 

early stages, many embedded professional service 

organizations have a strong product-driven focus and the role of the service organization is subordinate 

Table 4:  Service Pillar Importance by Organizational Maturity Level 

Pillar Initiated Piloted Deploy. Inst. Opt. 

Leadership       
Client Relationships       
Human Capital Align.      
Service Execution       
Finance and Operations      

 

Source: Service Performance Insight, February 2016 

Figure 12:  PS Performance Pillars ð Core KPIs 

 

Source: Service Performance Insight, February 2016 
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to products. Conflicts between service profit, client success and driving product revenue are often 

characteristic of Level 2 embedded service organizations. 

By Level 3 the organization must move toward a more balanced focus on all elements of the business by 

investing in systems, operating processes and repeatable methods to sustain growth and ensure quality.  

Level 3 maturity should be the aspirational target of all PS organizations because it is at level 3 that an 

on-going, profitable and sustainable business has emerged.  At level 3 the charter of the PS organization 

is clear.  If the organization is an embedded PS organization within a product company, PS has a seat at 

the executive table and is seen as adding value that transcends product implementation, integration and 

customization.  Increasingly, embedded PS has become a critical component of ensuring customer 

adoption and may play a leading role in driving product management direction and strategy.  

Independent level 3 PSOs are financially and operationally strong with a clear focus on targets markets 

and sustainable, repeatable business processes and quality controls.  They have built a compelling, 

differentiated portfolio which is brought to life by specialized, knowledgeable consultants.  At level 3, 

heroics and firefighting are no longer the standard way of doing business as disciplined management 

systems, controls and integrated systems ensure predictability and repeatability. 

At Level 4 the organization has implemented structured business processes and utilizes integrated 

ƛƴŦƻǊƳŀǘƛƻƴ ǎȅǎǘŜƳǎ ǘƻ ŀǎǎǳǊŜ ǘƘŜǊŜ ƛǎ άƻƴŜ ǾƛŜǿ ƻŦ ǘƘŜ ōǳǎƛƴŜǎǎέΦ  Level 4 organizations are seen as 

true industry leaders in their target markets.  They have developed a unique and differentiated culture 

which attracts industry-leading consultants and clients.  More than average firms, level 4 organizations 

are extremely transparent.  They typically have strong management controls and visibility into all facets 

of the business by providing dynamic, real-time access to empowered team members.  Level 4 

organizations continually expand their horizons and boundaries ς whether it is through geographic, 

vertical market or technology platform expansion. 

Finally, at Level 5 the organization is running very efficiently and the focus is on continual improvement 

and innovation.  Level 5 firms are the Best-of-the-Best.  They are excellent in all functional areas but 

have transcended functional excellence with a collaborative, knowledge and intellectual property centric 

focus.  Very few firms achieve sustained Level 5 performance.    
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3. Survey Demographics 

For this benchmark, SPI Research surveyed 549 billable Professional Services Organizations (PSOs) from 

September through December, 2015.  The following sections outline the key markets which comprise 

the global professional services industry and breakdown the 2015 survey demographics in a number of 

key areas (market, organization size, and geographic region) to help PS firms compare their individual 

results to the benchmark.   

Vertical PS Markets ñ the North American Industry Classification System 

SPI Research uses the North American Industry Classification System (NAICS) to analyze the services 

market.  The primary Professional Services designation is NAICS 54xx which defines PS sub-verticals as 

άThose in this subsector engage in business processes where human capital is the major input.  These 

establishments provide the knowledge and skills of their employees, often on an assignment basis, 

where an individual or team is responsible for the delivery of high value services to the client. The 

individual industries of this subsector are defined on the basis of the particular expertise, training and 

credentials of the services provider (Table 5ύέΦ   

Additional industry segments which generate substantial professional service revenue include software 

(NAICS 5112); Data Services (NAICS 518) and Employment Services (NAICS 5613).  Including these 

segments, the US professional service industry generated approximately $2 trillion in revenue and 

employed 12.5 million US-based workers.  The US market represents roughly 60% of global professional 

services revenue which leads to a global revenue estimate of $3.4 trillion, providing employment for 

20.8 million professional service workers.   These figures exclude revenues and PS employees in 

telecommunications, financial services and healthcare services.   

According to the 2015 US Census, professional, scientific, and technical services (NAICS 54xx) revenue 

was $1.56 trillion, up 4.7 percent from 2014.  Across the service industries, the fastest growing segments 

in 2015 were employment services (recruiting and staffing) 11.4%; management consulting 11.3% and 

accounting 10.4%.  Two segments experienced market contraction from 2014 to 2015.  Specialized 

design service revenue declined -2.3% and architectural, engineering and related services declined -.7%. 

Within professional services, the fastest growing and most vibrant segment is software and IT services.  

There are more than 100,000 software and IT services companies in the United States, and more than 99 

percent are small and medium-sized firms (i.e., under 500 employees). This total includes software 

publishers, suppliers of custom computer programming services, computer systems design firms, and 

facilities management companies. This segment of the PS industry draws on a highly educated and 

skilled US-based workforce of nearly two million people. 
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Table 5:  Vertical PS Markets ñ the North American Industry Classification System 

Code Market Description 

US 
Census 

2015 
Revenue 

Employees 
(1,000s) 

CAGR 
2014-
2015 

5112 Software 
Software publishing, both public and private software companies.  Total 
revenue is reported. PS typically represents ~ 20% of revenues. 

$190.7B 386 3.6% 

518 
Data 
Services 

Data processing, hosting and related services $104.5B 392 5.1% 

5411 Legal 

This industry is comprised of legal practitioners known as lawyers or 
attorneys (i.e., counselors-at-law) primarily engaged in the practice of law.  
Firms in this industry may provide a range of expertise or specialize in 
specific areas of law, such as criminal law, corporate law, family and 
estate planning, patent law, real estate law, or tax law.   

$261.0B 1,114 4.8% 

5412 

Accounting/ 
Tax Prep/ 
Bookkeeping 
/ Payroll 

This industry comprises establishments primarily engaged in providing 
services, such as auditing and accounting, designing accounting systems, 
preparing financial statements, developing budgets, preparing tax returns, 
processing payrolls, bookkeeping, and billing.  Accountants are certified to 
ensure they have and maintain competency in their field.   

$163.4B 888 10.4% 

5413 

Architectural, 
Engineering 
and Related 
Services 

This industry comprises establishments primarily engaged in planning and 
designing residential, institutional, leisure, commercial, and industrial 
buildings and structures by applying knowledge of design, construction 
procedures, zoning regulations, building codes, and building materials.   

$223.5B 1,277 -0.7% 

5414 
Specialized 
Design 
Services 

This industry group comprises establishments providing specialized 
design services (except architectural, engineering, and computer systems 
design). 

$20.98B 111 -2.3% 

5415 

Computer 
Systems 
Design 
Services 
Related 
Services 

(IT Consulting) ï This industry comprises establishments primarily 
engaged in providing expertise in the field of information technologies 
through one or more of the following activities: (1) writing, modifying, 
testing, and supporting software to meet the needs of a particular 
customer; (2) planning and designing computer systems that integrate 
computer hardware, software, and communication technologies; (3) on-
site management and operation of clients' computer systems and/or data 
processing facilities; and (4) other professional and technical computer-
related advice and services. 

$351.58B 1,442 4.4% 

5416 

Management 
Science and 
Technical 
Consulting 
Services 

(Management Consulting) ï This industry comprises establishments 
primarily engaged in providing advice and assistance to businesses and 
other organizations on management issues, such as strategy and 
organizational planning; financial planning and budgeting; marketing 
objectives and policies; human resource policies, practices, and planning; 
production scheduling; and control planning. 

$207.34B 991 11.3% 

5417 

Scientific 
Research 
and 
Develop. 
Services 

This industry group comprises establishments engaged in conducting 
original investigation on a systematic basis to gain new knowledge 
(research) and/or the application of research findings or other scientific 
knowledge for the creation of new or significantly improved products or 
processes (experimental development). The industries within this industry 
group are defined on the basis of the domain of research; that is, on the 
scientific expertise of the establishment. 

$149.09B 620 0.3% 
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Code Market Description 

US 
Census 

2015 
Revenue 

Employees 
(1,000s) 

CAGR 
2014-
2015 

5418 
Advertising 
and Related 
Services 

(Marketing and Communications) ï This industry comprises 
establishments primarily engaged in creating advertising or public 
relations campaigns and placing advertising in periodicals, newspapers, 
radio and television, or other media. These firms are organized to provide 
a full range of services (i.e., through in-house capabilities or 
subcontracting), including advice, creative services, account 
management, production of advertising material, media planning, and 
buying (i.e., placing advertising).   

$112.76B 408 2.1% 

5419 

Other 
Professional, 
Scientific, 
Technical 
Services 

(Other PS) ï This industry group comprises establishments engaged in 
professional, scientific, and technical services not listed above. 

$76.2B 573 7.8% 

5613 
Employment 
Services 

Staffing, temporary employment, placement and employment search 
services 

$324.7B 4,277 11.4% 

 2015 Total US Estimated Professional, Scientific and Technical Services  
$2.015 
Trillion 

12.479 
Million 

 

Source: US Census and Service Performance Insight, February 2016 

Many of the concepts and uses of professional services described in this report also exist within product-

ŘǊƛǾŜƴ ƻǊƎŀƴƛȊŀǘƛƻƴǎΦ  !ǎ ŀ ǊŜǎǳƭǘΣ {ŜǊǾƛŎŜ tŜǊŦƻǊƳŀƴŎŜ LƴǎƛƎƘǘ ǳǎŜǎ ǘƘŜ ǘŜǊƳ άǎŜǊǾƛŎŜǎ-driven 

ƻǊƎŀƴƛȊŀǘƛƻƴέΣ ƻǊ ŜƳōŜŘŘŜŘ ǎŜǊǾƛŎŜ ƻǊƎŀƴƛȊŀǘƛƻƴ ό9{hύ ǘƻ ŘŜǎŎǊƛōŜ ǘƘŜ ǊŀǇƛŘƭȅ ŜȄǇŀƴŘƛƴƎ ƳŀǊƪŜǘ ŦƻǊ 

service organizations within product companies. 

Global IT Spending 

!ŎŎƻǊŘƛƴƎ ǘƻ DŀǊǘƴŜǊΩǎ 2015 IT Spending report, IT and Telecom services represent almost 70 percent of 

all IT spending with global revenues in excess of $2.9 trillion.  Although the pace of service revenue 

growth has slowed, unlike most other industries, year-over-year IT service revenue has only declined 

once in the past ten years (2008-2009).  

Table 6:  Worldwide IT Spending by Category (2014 to 2019) in Constant Currency 

  2014 2015 2016 2017 2018 2019 
CAGR  

2014-2019 

Data Center Systems  $171 $185 $187 $190 $192 $193 2.5% 

Software  319 339 360 383 407 434 6.4% 

Devices  709 722 724 732 741 750 1.1% 

IT Services  970 1,006 1,046 1,089 1,137 1,189 4.2% 

Communications Services  1,647 1,662 1,668 1,698 1,723 1,745 1.2% 

All IT $3,816 $3,912 $3,984 $4,091 $4,200 $ 4,311 2.7% 

Source: Gartner, 2015 

http://www.census.gov/services/index.html
https://www.gartner.com/doc/3142129?ref=unauthreader#1497658083
https://www.gartner.com/doc/3142129?ref=unauthreader#1497658083
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According to Gartner, 2015 IT services spending in constant currency will be $1 trillion, with 2015 and 

2016 growth expected to be 3.7% and 4.0%, respectively (Table 6).  Outsourcing will contribute more 

than half of market growth. άIn the data center outsourcing market, increased adoption of cloud 

services and infrastructure utility services in Western Europe will cannibalize spending on data center 

outsourcing, as the region shifts toward cloud-oriented providers and offshore-based vendors. As a 

result, the forecast in Western Europe has been reduced from a constant-dollar CAGR of negative 4.3% 

ƛƴ ǘƘŜ нvмр ŦƻǊŜŎŀǎǘ ǘƻ ƴŜƎŀǘƛǾŜ пΦф҈ ƛƴ ǘƘŜ оvмр ŦƻǊŜŎŀǎǘΦέ  

PS MaturityÊ Benchmark Vertical Market Demographics 

The 2016 PS Maturityϰ ōŜƴŎƘƳŀǊƪ ƛǎ the most comprehensive 

global study of the professional services industry as it is based on 

549 participating organizations representing over 350,000 

consultants. The percentage of completed surveys representing the 

top thirteen vertical market segments is as follows: 

æ IT Consulting: Systems Integrators and developers ς 34.6%, 

190 firms representing ~ 108,800 consultants; 

æ Software PS: Service divisions within software companies ς 

16.2%, representing 89 firms and ~ 52,485 consultants; 

æ Management Consulting:  Management consultancies ς 12.4% representing 68 firms and ~ 

17,315 consultants; 

æ Architects and Engineers:  Architects and engineers ς 9.1% representing 50 firms with ~ 21,425 

architects and engineers;  

æ SaaS PS:  Service divisions within software-as-a-service providers ς 7.8% representing 43 firms 

and ~ 25,020 consultants; 

æ Managed Services: Provide hosting and managed and outsourced services ς 1.4% representing 

17 firms with ~7,785 consultants; 

æ Hardware (and Networking) PS:  Service divisions within hardware and networking 

manufacturers ς 2.9% representing 16 firms with ~ 23,500 consultants; 

æ Research and development: provide research and development services ς 2.7% representing 15 

firms with ~ 38,660 consultants 

æ Value-Added Resellers: resell hardware, software and provide technology services, training and 

support ς 2.6% representing 14 firms with ~ 9,425 consultants; 

æ Accountancies:  Accounting firms ς 2.4% representing 12 firms with ~ 1,970 accountants and 

auditors;   

æ Marketing and Advertising:  Advertising, marketing, communication firms ς 2.4% representing 

12 firms and ~ 2,475 consultants; 

æ Staffing: Recruiting, provide temporary resources and consultants ς 1.6% representing 9 firms 

and ~ 21,660 consultants. 
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æ Other PS:  Research and Development; business optimization, training ς 2.2% representing 13 

firms and ~ 19Σллл ŎƻƴǎǳƭǘŀƴǘǎΤ άhǘƘŜǊ t{έ ƛƴŎƭǳŘŜǎ ƻǘƘŜǊ ǘȅǇŜǎ ƻŦ t{hǎ ǎǳŎƘ ŀǎ ƭŜƎŀƭΣ 

healthcare and organizations that did not squarely fit into other specific professional services 

verticals.   

Figure 13 ƘƛƎƘƭƛƎƘǘǎ ǘƘŜ ǾŜǊǘƛŎŀƭ ƳŀǊƪŜǘǎ ƛƴŎƭǳŘŜŘ ƛƴ ǘƘƛǎ ȅŜŀǊΩǎ ǊŜǇƻǊǘΦ   

Figure 13:  Vertical Market Distribution 

 

Source: Service Performance Insight, February 2016 

Table 7 shows participant demographics for the past eight years.  For the past four years, IT 

consultancies have been the largest participating market, closely followed by PS within software firms. 

Table 7:  Number of Participating Firms by Vertical Market (2007 through 2015) 

Market Type 2007 2008 2009 2010 2011 2012 2013 2014 2015 Total 

IT Consulting PSO 13  24  50  67  61  69  115  86  190  675  

PS within Software ESO 34  66  89  57  56  45  45  47  89  528  

Management Consulting PSO 2  12  22  22  31  34  24  27  68  242  

Other PS  PSO 2  13  30  22  13  31  21  24  13  169  

PS within SaaS   ESO 0  0  18  19  26  23  16  13  43  158  

Architecture/Engineering PSO 0  0  4  6  7  8  6  10  50  91  

PS within Hard./Network. ESO 1  3  12  9  10  9  4  4  16  68  

Advertising (Marcom) PSO 0  0  0  6  10  11  6  4  12  49  

Accounting PSO 0  0  0  6  2  4  1  5  13  31  

Managed Services/ Host. ESO 0  0  0  0  0  0  0  0  17  17  
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Market Type 2007 2008 2009 2010 2011 2012 2013 2014 2015 Total 

Research & Develop. PSO 0  0  0  0  0  0  0  0  15  15  

Value-Added Reseller ESO 0  0  0  0  0  0  0  0  14  14  

Staffing PSO 0  0  0  0  0  0  0  0  9  9  

Total  52  118  225  214  216  234  238  220  549 2,066 

Source: Service Performance Insight, February 2016 

Tables 8 and 9 further analyze the survey demographics by vertical market, highlighting the markets 

surveyed.  !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅΣ ±!wǎ ŜȄǇŜǊƛŜƴŎŜŘ ǘƘŜ ƎǊŜŀǘŜǎǘ ȅŜŀǊ ƻǾŜǊ ȅŜŀǊ t{ ǊŜǾŜƴǳŜ 

growth at 16%, closely followed by SaaS PS organizations at 15.8% and IT consultancies at 12.3%.  

hǾŜǊŀƭƭ t{ ǊŜǾŜƴǳŜ ƎǊŜǿ ŀǘ млΦн҈Σ ǳǇ ǎƭƛƎƘǘƭȅ ŦǊƻƳ ƭŀǎǘ ȅŜŀǊΩǎ ƎǊƻǿǘh of 10%.  Based on completed 

surveys from 2,066 PS organizations, PS revenue growth for the past five years has averaged 10.9%.  

Over the same five-year period, these firms have increased PS headcount by 8.3%.  Across the PS 

industry, annual revenue growth is always higher than PS headcount growth which means firms become 

more productive as they scale while the overall PS industry continues to ratchet up productivity.  

Table 8:  Demographics by Vertical Market 

Demographic 
IT 

Consult. 
Software 

Mgmt. 
Consult. 

Arch./ 
Engr. 

SaaS 
Mgd. 
Serv. 

Number of firms reporting 190 89 68 50 43 17 

Average Size of PSO (employees) 573 590 255 429 582 458 

Annual company revenue ($mm) $151.6 $339.1 $107.8 $101.5 $261.0 $204.8 

Professional service revenue ($mm) $72.2 $74.4 $55.8 $92.2 $78.0 $86.7 

PS percentage of total revenue 47.6% 21.9% 51.8% 90.8% 29.9% 42.3% 

Year-over-year change in PS revenue 12.3% 10.5% 9.0% 3.2% 15.8% 10.0% 

Year-over-year change in PS headcount 9.6% 6.8% 5.0% 4.0% 13.1% 6.7% 

% of employees billable or chargeable 73.7% 75.5% 69.6% 71.0% 65.6% 57.8% 

% of PS revenue delivered by 3rd-parties 11.9% 9.2% 11.0% 11.4% 8.5% 5.5% 

M&A over the past 3 years 1.04 1.70 0.73 0.86 1.85 1.26 

Source: Service Performance Insight, February 2016 

Hardware and networking represented the largest organizations with PS headcount of 1,469. Accounting 

firms reported the smallest average PS headcount at 152 accountants with PS revenues averaging $24M. 

Architect and engineering firms reported the highest percentage of total revenue from PS at 90.8%. For 

other PS and VARs, professional services are a small component of the business.  They reported the 

lowest percentage of total revenue from PS at 6.8% and 11% respectively.  

SaaS organizations experienced the most mergers and acquisitions (1.85) while staffing firms 

experienced the least (0.56).  According to Equiteq, (consulting industry merger and acquisition 

specialists) the consulting market experienced a strong uptick in merger and acquisition activity with 

overall deal volume increasing 13% from 2013 to 2014.  35% of the over 2,000 consulting acquisitions 

http://www.equiteq.com/what-we-do.aspx
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reported were under $5 million and 70% were under $40M, reflecting the fact that the vast majority of 

consulting firms are small with revenues below $100 million.  

Table 9:  Demographics by Vertical Market  

Demographic 
Hardware
/Network. 

R&D VAR Acct. 
Advert. 

(Marcom) 
Staff. 

Number of firms reporting 16 15 14 13 12 9 

Average Size of PSO (employees) 1,469 2,577 673 152 206 2,407 

Annual company revenue ($mm) $974.2 $471.5 $247.1 $97.3 $59.2 $537.5 

Professional service revenue ($mm) $208.0 $312.5 $27.3 $24.4 $21.9 $186.4 

PS percentage of total revenue 21.4% 66.3% 11.0% 25.1% 37.0% 34.7% 

Year-over-year change in PS revenue 7.2% 10.2% 16.0% -0.2% 1.7% 10.3% 

Year-over-year change in PS headcount 6.7% 8.8% 14.4% 0.4% 5.7% 6.4% 

% of employees billable or chargeable 58.7% 64.3% 74.2% 57.5% 67.1% 57.8% 

% of PS revenue delivered by 3rd-parties 14.1% 11.3% 9.8% 6.7% 9.0% 14.7% 

M&A over the past 3 years 1.53 1.77 1.46 1.31 0.71 0.56 

Source: Service Performance Insight, February 2016 

 

Table 10 compares demographic information for embedded (ESO) versus independent PSOs and by 

geography.  The size of the embedded (ESO) and independents (PSO) is roughly the same although the 

survey was dominated by independents (370 out of 549 firms). ESOs experienced higher revenue and 

headcount growth.  By geography, the Americas experienced the greatest growth followed by APAC. 

EMEA had the smallest firms with the lowest revenue and headcount growth.  The Asia-Pacific region 

showed the highest percentage of billable employees, which means lower management and non-billable 

overhead. APAC relied the most heavily on third parties for additional revenue (11.8%).  

Table 10:  Demographics by Organization Type and Geographic Region 

Key Performance Indicator (KPI) 2015 ESO PSO Americas EMEA APac 

Number of firms reporting 549 179 370 371 141 37 

Size of PS organization (employees) 637 660 625 666 522 776 

Annual company revenue (mm) $221.2 $358.1 $158.0 $249.5 $163.2 $164.7 

Total professional services revenue (mm) $80.9 $85.4 $78.7 $93.6 $49.4 $75.1 

Year-over-year change in PS revenue 10.2% 11.9% 9.5% 11.7% 6.5% 10.1% 

Year-over-year change in PS headcount 7.8% 8.9% 7.3% 9.0% 5.0% 6.8% 

% of employees billable or chargeable 70.4% 69.9% 70.7% 70.9% 68.9% 71.2% 

% of PS revenue delivered by 3rd-parties 10.9% 9.2% 11.7% 10.6% 11.4% 11.8% 

No. of firms acquired over past 3 years 1.19 1.66 0.96 1.28 1.08 0.73 

Source: Service Performance Insight, February 2016 
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By organization size, the smallest organizations grew the least while the largest organization grew the 

fastest and added the most PS headcount.  The smallest organizations experienced the fewest mergers 

and acquisitions while the largest experienced the most; they also relied the most heavily on 

subcontractors to generate revenue.  

Table 11:  Demographics by Organization Size  

Key Performance Indicator (KPI) Under 10 10 - 30 31 ð 100 101 - 300 301 - 700 Over 700 

Number of firms reporting 55 90 147 123 55 79 

Size of PS organization (employees) 5 20 65 200 500 3,618 

Annual company revenue (mm) $47.9 $59.2 $71.5 $173.6 $360.5 $768.3 

Total PS revenue (mm) $2.6 $4.4 $17.2 $45.7 $77.7 $395.3 

Year-over-year change in PS revenue 6.2% 9.7% 11.3% 9.9% 9.0% 13.1% 

Year-over-year change in PS headcount 0.0% 8.5% 8.0% 8.9% 6.8% 11.3% 

% of employees billable or chargeable 62.5% 70.4% 73.3% 69.3% 72.1% 71.2% 

% of PS revenue delivered by 3rd-parties 8.0% 11.7% 9.9% 10.9% 10.4% 14.1% 

No. of firms acquired over past 3 years 0.40 0.51 0.69 1.27 2.03 2.73 

Source: Service Performance Insight, February 2016 

t{h ¢ȅǇŜ 

SPI Research analyzes billable 

PSOs in a number of ways with 

a focus on two macro segments 

ς independents and embedded 

PS organizations: 

D Independent 
Professional Services 
Organizations (PSOs):  
Independent PSOs sell, 
deliver, and invoice for 
professional services to 
external clients.  Clients 
hire systems integrators, 
IT consultancies (SIs) and 
Value-Added Resellers (VARs) to implement or integrate technology based on their strategic 
competence or specialized industry or product knowledge.  Clients hire management 
consultancies to provide strategic insight, guidance, facilitation and coaching. Independent PSOs 
typically provide expertise, knowledge, skills and business practices that are more specialized than 
those found within internal organizations.  In this study a majority of the independent PSOs were 
IT consultancies, Systems Integrators (SIs) or VARs, with the remainder representing Management 
Consultancies (MCs), Accountants, Marketing and Advertising and Architects and Engineers.  The 
participating PSOs represented a broad spectrum from some of the largest independent service 

Figure 14:  Independent vs. Embedded Survey Orgs Surveyed (2007 ð 2015) 

 
Source: Service Performance Insight, February 2016 
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providers in the world to extremely small, independent regional and specialty service providers.  
The vast majority ƻŦ ǊŜǎǇƻƴŘƛƴƎ ƛƴŘŜǇŜƴŘŜƴǘ t{hΩǎ ǿŜǊŜ ǇǊƛǾŀǘŜƭȅ ƘŜƭŘΦ 

D Embedded Services Organizations (ESOs): ESOs operate much like PSOs; however, they are 
part of a product-driven organization.  The majority of ESO participants focus exclusively on their 
ŎƻƳǇŀƴȅΩǎ ƻǿƴ ǘŜchnology but many of the largest ESOs like IBM and HP services provide global 
L¢ ŎƻƴǎǳƭǘƛƴƎΣ ƳŀƴŀƎŜŘ ǎŜǊǾƛŎŜǎ ŀƴŘ ƻǳǘǎƻǳǊŎƛƴƎ ƴƻǘ ŀǎǎƻŎƛŀǘŜŘ ǿƛǘƘ ǘƘŜƛǊ ŎƻƳǇŀƴȅΩǎ products.   
For the small to mid-size ESOs, their primary charter is to successfully implement ǘƘŜƛǊ ŎƻƳǇŀƴȅΩǎ 
products.  Increasingly the charter of embedded PS has expanded to include client adoption with a 
focus on reducing time to value. While they are focused on professional service revenue and 
profit, they are often asked to perform non-billable presales, proof of concept and customer 
satisfaction services at little to no charge.  They enable external clients but must also support 
internal sales, support and engineering constituencies.  At maturity levels 1 and 2, their primary 
focus is on project delivery and building a reference base.  For ESOs, lead generation, marketing 
and sales are primarily provided by the product sales organization.  In this survey a majority of the 
ESOs were part of independent software vendors (ISVs) who primarily provide on-premise 
software however the percentage of respondents representing SaaS (cloud) providers is rapidly 
expanding.  Almost all legacy on-premise software providers are moving to the cloud.  SPI 
Research shows both on-premise and SaaS results. 

SPI Research uses this segmentation because independent consultancies must fund sales and marketing 

and back-office operations for finance, operations, facilities, IT and recruiting in a way that embedded 

organizations generally do not.  Independents incur a higher cost of operation than captive (embedded) 

organizations do.  However, the following chapters will demonstrate independent PSOs generally 

outperform their embedded counterparts because their sole focus is on delivering high-quality services 

at a profit.  Independents generally are focused on client delight and service revenue and profit growth, 

versus embedded where successful and profitable projects are often subordinate to customer product 

adoption and incremental product sales. 

hǊƎŀƴƛȊŀǘƛƻƴ {ƛȊŜ 

The average size organization in the 

tǊƻŦŜǎǎƛƻƴŀƭ {ŜǊǾƛŎŜǎ aŀǘǳǊƛǘȅϰ .ŜƴŎƘƳŀǊƪ 

has grown, from 211 employees in 2012, to 

сот ƛƴ ǘƘƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅΦ  ¢Ƙƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅ 

is based on firms who employee more than 

350,000 consultants worldwide making it 

the most comprehensive study of the 

Professional Service industry.  

Figure 15 highlights survey distribution by 

PS headcount.  The largest percentage of 

firms have between 31 and 100 employees, 

which has been the case for several years 

now.  Embedded services organizations 

average 660 PS employees whereas 

Figure 15:  Organization Size 

 

Source: Service Performance Insight, February 2016 
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independents averaged 625.  Firms headquartered in EMEA averaged 522 PS employees; the Americas 

averaged 666 and APac averaged 776 PS employees per firm.  The headcount numbers are skewed in 

APac because two of the thirty-seven participating firms reported PS headcount of more than 5,000.  

Excluding these very large PSOs, APAC average PS organization size was 391 employees. 

 Both Software and SaaS PS organizations 

averaged more than 580 PS employees, 

highlighting the importance of embedded PS 

within these organizations.  IT consultancies 

(573) and Management consultancies (255) 

also had a substantial PS workforce.      

 IŜŀŘǉǳŀǊǘŜǊǎ [ƻŎŀǘƛƻƴ 

 Service Performance Insight works with 

professional service organizations from 

around the world, and encourages them to 

participate in the benchmark survey.  Survey 

participation from firms headquartered 

outside of North America, (Europe, Middle 

East, Africa (EMEA) and Asia Pacific (APac)) is 

now over 30%, as the Professional Services 

aŀǘǳǊƛǘȅϰ .ŜƴŎƘƳŀǊƪ Ŏƻƴǘƛƴǳes to gain 

global popularity (Figure 16).   

 It is important to note that regardless of where the organization has its headquarters, a significant 

number of employees may reside outside of 

the country.  This is especially true for larger 

organizations. Therefore, the benchmark truly 

reflects global organizations with a worldwide 

PS workforce. 

¢ƻǘŀƭ /ƻƳǇŀƴȅ wŜǾŜƴǳŜ 

In this survey many of the PS organizations are 

part of a larger enterprise that also sells a 

variety of other products and services. Many of 

the independent professional service providers 

also sell products or the responding group is an 

individual practice within a larger firm.  Many 

technology service organizations have multiple 

lines of business which may include managed 

services, outsourcing and staffing.  Therefore, 

Figure 16:  Headquarters Location ð Region 

 
Source: Service Performance Insight, February 2016 

Figure 17:  Total Company Revenue 

 

Source: Service Performance Insight, February 2016 
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ƛǘ ƛǎ ƛƳǇƻǊǘŀƴǘ ǘƻ ƴƻǘŜ ǘƻǘŀƭ ŀƴƴǳŀƭ ŎƻƳǇŀƴȅ ǊŜǾŜƴǳŜΦ  Lƴ ǘƘƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅ ǘƘŜ ŀǾŜǊŀƎŜ ƻǊƎŀƴƛȊŀǘƛƻƴ 

generated $221 million in total revenue including $80.9 million in PS revenue. 

¢ƻǘŀƭ t{ wŜǾŜƴǳŜ 

Figure 18 shows 75% of the organizations 

surveyed have professional services revenue of 

less than $50 million. The global PS market is 

primarily comprised of firms with less than $50 

million in revenue, but SPI Research works 

especially hard to survey larger professional 

services providers to better understand the 

dynamics impacting their business and how 

they can improve organizational performance. 

Embedded PSOs averaged $85.4 million in PS 

revenue and the independents averaged $78.7 

million. The average across all 549 participants 

was $81 million compared to $55 million last 

year.  

Lƴ ǘƘƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅ ŦƛǊƳǎ ƘŜŀŘǉǳŀǊǘŜǊŜŘ ƛƴ ǘƘŜ 

Americas ($93.6 million) were larger than those 

located in EMEA averaging $49.4 million and APac averaging $75.1 million.   

¸ŜŀǊ ƻǾŜǊ ȅŜŀǊ ŎƘŀƴƎŜ ƛƴ t{ wŜǾŜƴǳŜ 

 For the past three years, professional services 

revenue growth across the benchmark, has 

averaged slightly more than 10%. 30% of the 

firms grew revenues by over 15% (Figure 19). 

Another 15% of the firms grew revenues by 

over 25% in 2015.   

Independent providers averaged 9.5% revenue 

growth whereas embedded service providers 

grew at 11.9%. The largest firms (with more 

than 700 PS employees) grew the fastest at 

13.1% closely followed by firms with 31 to 100 

PS employees who grew at 11.3%.  All other 

size PSOs grew at less than 10%.  By geography 

the Americas grew the fastest at 11.7% 

followed by APAC at 10.1% with EMEA 

experiencing the least revenue growth at 

6.5%. EMEA has been plagued by the on-going 

Figure 18:  Total Professional Services Revenue 

 

Source: Service Performance Insight, February 2016 

Figure 19:  Year-over-Year Change in PS Revenue 

 
Source: Service Performance Insight, February 2016 
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sovereign debt crisis; unending waves of refugees and terrorist threats all of which have dampened 

market growth. The professional services market can absorb growth rates of 5% to 10% through 

efficiency gains and better management of external subcontractors without significant increases in 

hiring.  However, when growth rates rise above 10%, professional services organizations must add full-

time employees.   

¸ŜŀǊπƻǾŜǊπȅŜŀǊ ŎƘŀƴƎŜ ƛƴ t{ IŜŀŘŎƻǳƴǘ 

 Figure 20 shows that the year-over-year change 

in headcount mirrors that of professional 

services revenue growth rates, with embedded 

organizations and larger firms leading the way.  

Typically, revenue growth is higher than 

employee headcount growth, as professional 

services organizations are very attuned to 

operational efficiency.  However, employee 

growth is a strong indicator that the professional 

services market continues to make great strides. 

PS market momentum and consulting demand 

continue to build and represent a bright spot in 

an overall lackluster economic picture.  For the 

past five years, the PS industry has averaged 

8.3% per year headcount growth.  This year the 

average was 7.8%, down slightly from 8.1% the prior year. 

 Similar to revenue growth, the Americas 

experienced 9% PS headcount growth; APAC 

reported 10.1% with EMEA experiencing the 

least PS employment growth at 5%.   

tŜǊŎŜƴǘŀƎŜ ƻŦ 9ƳǇƭƻȅŜŜǎ .ƛƭƭŀōƭŜ ƻǊ /ƘŀǊƎŜŀōƭŜ 

Lƴ ǘƘƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅ {tL wŜǎŜŀǊŎƘ ŦƻǳƴŘ ǘƘŜ 

percentage of billable employees (70.4%) 

declined significantly from the high water mark 

of 75.1% achieved last year.  Figure 21 highlights 

the majority of organizations now have over 70% 

of their employees billable.  Obviously, this has a 

direct correlation with increased profitability.  

However, professional services organizations 

should not try to drive this number over 80%, as 

the lost overhead serves valuable functions from 

Figure 20:  Year-over-Year Change in PS Headcount 

 

Source: Service Performance Insight, February 2016 

Figure 21:  Percentage of Employees Billable/Chargeable 

 

Source: Service Performance Insight, February 2016 
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sales and marketing, through operations and IT. Keeping the organization balanced, which SPI Research 

believes is approximately 75% billable headcount, should yield solid results.   

Excessive non-billable headcount creates a top-heavy organization or is a symptom of poor sales and 

marketing effectiveness and/or poor systems.  But as in all things PS, there is a delicate balance that 

must be maintained.  Non-billable headcount and time is a necessary component of developing 

infrastructure, systems and tools which support growth, consistency and quality. 

Independents averaged 70.7% billable, whereas the embedded service providers averaged 69.9%.  

These figures were fairly consistent across all sizes of organizations.  The APac region led the way with 

71.2% of their employees billable compared to 70.9% in the Americas and 68.9% in EMEA.   

tŜǊŎŜƴǘŀƎŜ ƻŦ t{ wŜǾŜƴǳŜ 5ŜƭƛǾŜǊŜŘ ōȅ ¢ƘƛǊŘ tŀǊǘƛŜǎ 

 Figure 22 shows the distribution of survey 

responses in terms of the amount of revenue 

generated by third-party resources.  The average 

percent of PS revenue generated by 

subcontractors was 10.9% down from 12.3% in 

2014.  This figure has remained fairly constant 

between 11% and 13% for several years.  This 

year ESO revenue delivered by third parties 

declined to 9.2% down from 12.2% the prior 

year. Independents generated 11.7% of revenue 

from subcontractors. Also, since the largest 

organizations grew the fastest, the greater 

potential was there for third-party resources.  

Organizations with over 700 PS employees 

derived 14.1% of revenue from third-party 

resources.  By geography, APAC generated the 

most third-party revenue at 11.8%; EMEA 

generated 11.4% and the Americas generated the least at 10.6%. Subcontractors are a valuable tool to 

help manage variability in supply and demand for services.  

Their bench cost is minimal, if anything, when they are not working. And they provide a valuable 

incremental workforce to augment the employee work base when work picks up. 

aŜǊƎŜǊǎ ŀƴŘ !Ŏǉǳƛǎƛǘƛƻƴǎ ƻǾŜǊ ǘƘŜ tŀǎǘ ¢ƘǊŜŜ ¸ŜŀǊǎ 

Four years ago SPI Research began tracking the number of mergers and acquisitions organizations have 

been involved in (either as the acquirer or acquired).  Software and SaaS firms lead the way in 

acquisitions.  Traditional companies like Oracle, SAP and Microsoft, who generate the majority of 

technology profits, regularly buy up the highfliers in new market segments.  But juǎǘ ŀǎ ǎƻƻƴ ŀǎ ǘƻŘŀȅΩǎ 

ǊƛǎƛƴƎ ǎǘŀǊǎ ŀǊŜ ŀŎǉǳƛǊŜŘ ƴŜǿ ƻƴŜǎ ŜƳŜǊƎŜ ǿƛǘƘ ōŜǘǘŜǊΣ ŦŀǎǘŜǊ ŀƴŘ ƳƻǊŜ ƛƴƴƻǾŀǘƛǾŜ ǘŜŎƘƴƻƭƻƎȅΧŀƴŘ ǎƻ ƛǘ 

goes.  

Figure 22:  Percentage of PS Rev. Delivered by 3rd-parties 

 

Source: Service Performance Insight, February 2016 
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The number of mergers and acquisitions 

increased significantly this year to 1.19 per 

organization ǾŜǊǎǳǎ лΦто ƛƴ ƭŀǎǘ ȅŜŀǊΩǎ ǎǳǊǾŜȅΦ 

Embedded service organizations averaged 

almost 2 mergers and acquisitions this year 

while independents reported 1.  As one might 

expect, larger organizations reported more 

merger and acquisition activity. Organizations 

with over 700 PS employees averaged almost 

3 acquisitions. The Americas averaged 1.28, 

EMEA averaged 1.08 and APAC .73.   

 Please refer to 9ǉǳƛǘŜǉΩǎ Dƭƻōŀƭ /ƻƴǎǳƭǘƛƴƎ 

M&A report 2015 for an overview of 

consulting M&A activity including deal 

structure and revenue and EBITDA multiples.  

Mergers and acquisitions can provide a viable 

PS growth formula as they can bring new 

clients, ideas, skills and competencies.  But deal structure is very important to ensure that the 

rainmakers, visionaries and subject matter experts who founded and grew the firm stay and contribute 

after the acquisition.  A key ingredient of acquisition retention is to quickly move to a common business 

application platform to ensure all employees have visibility to the business and how they can contribute.  

Another best practice in people-based businesses is to as quickly as possible move to a single finance 

and operations function and infrastructure as well as a standard human resource fabric including 

standardized job descriptions and compensation.    

Figure 23:  Mergers & Acquisitions over the Past Three Years 

 
Source: Service Performance Insight, February 2016 

http://www.equiteq.com/equiteq-edge/m-a-intelligence/2015-ma-report.aspx
http://www.equiteq.com/equiteq-edge/m-a-intelligence/2015-ma-report.aspx
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4. Best-of-the-Best  

For the past seven years, Service Performance Insight has 

conducted in-depth analysis of the top 5% of PS Maturityϰ 

benchmark participants to uncover the reasons for their 

superlative performance.  The leading (according to the PS 

aŀǘǳǊƛǘȅϰ ƳƻŘŜƭύ ƻǊƎŀƴƛȊŀǘƛƻƴǎ ƘŀǾŜ ōŜŜƴ ƴŀƳŜŘ ά.Ŝǎǘ-of-the-

.Ŝǎǘέ ŀŦǘŜǊ ŀ ŎŀǊŜŦǳƭ ŀǳŘƛǘ ƻŦ ǘƘŜƛǊ ǎǳǊǾŜȅ ǊŜǎǇƻƴǎŜǎ ŀƴŘ ŀƴ ƛƴ-

depth interview with their lead service executive.   

In this year's benchmark, SPI Research names the top 20 firms, 

each scoring 20 or above (out of 25) on the PS Maturityϰ Model.  

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǎŜŎǘƛƻƴǎ ƘƛƎƘƭƛƎƘǘ ǎƻƳŜ ƻŦ ǘƘŜ ŦƛƴŘƛƴƎǎ ŎƻƳǇŀǊƛƴƎ ǘƘŜ άōŜǎǘέ ǇǊŜŦƻǊƳƛƴƎ ƻǊƎŀƴizations to 

the rest of the survey participants.   

Introducing the 2016 Best -of-the-Best Service Organizations 

According to Service 

tŜǊŦƻǊƳŀƴŎŜ LƴǎƛƎƘǘΩǎ 2016 

Professional Services 

Maturityϰ Benchmark out of 

549 participating organizations, 

twenty firms (5%) significantly 

outperformed the benchmark 

average by excelling in all five 

service performance 

dimensions ς Leadership, Client 

Relationships, Human Capital 

Alignment, Service Execution 

and Finance and Operations.  

The Top 20 firms outperformed 

their peers and the benchmark 

average with significantly higher profit and more satisfied clients.   

¢ƘŜ ƻƴŜ ǿƻǊŘ ǘƘŀǘ ōŜǎǘ ŘŜǎŎǊƛōŜǎ ǘƘƛǎ ȅŜŀǊΩǎ ǘƻǇ ǇŜǊŦƻǊƳŜǊǎ ƛǎ άǘǊŀƴǎǇŀǊŜƴǘέΦ  Transparent is defined as 

άǾƛǎƛōƛƭƛǘȅ ƛƴ ŎƻƴǘŜȄǘέΦ ! ƪŜȅ ŜƭŜƳŜƴǘ ƻŦ ǘƘŜƛǊ success is to provide open books and communication so all 

levels of the organization are empowered to make proactive, fact-based decisions.  Transparency binds 

employees to the direction and strategy of the firm, propelling superlative execution.  They all have 

created a culture of excellence by leading with honest, ethical and open communication and metrics.  

Integrated business applications support high levels of employee and revenue growth.  

Table 12:  2016 Best-of-the-Best Performance Advantage 

Measurement 
Top 20 
Firms 

All 
Others 

Advantage 

EBITDA  20.4% 14.9% 37% 

Size of PS Organization (employees) 776 630 23% 

Year over year revenue growth  20.0% 9.8% 104% 

Year over year PS headcount growth 17.2% 7.4% 132% 

Average revenue per project (k) $339 $219 55% 

Annual revenue per employee (k) $242 $153 58% 

Projects delivered on-time 86.7% 75.6% 15% 

Reference clients  81.0% 69.9% 16% 
 

Source: Service Performance Insight, February 2016 

http://www.spiresearch.com/spi-research/reports/2016psmb.html
http://www.spiresearch.com/spi-research/reports/2016psmb.html
http://www.spiresearch.com/spi-research/reports/2016psmb.html


 2016 Professional Services MaturityÊ Benchmark 
 

© 2016 Service Performance Insight  www.netsuite.com    32   

 

 

 

SPI Research is proud to announce the 2016 top performers:  

/ƻŘŜ{ŎƛŜƴŎŜ  

CodeScience supports the unique needs of SaaS companies by providing 
professional services across their entire lifecycle: Design, Product Build 
and Test, Distribution, Sales, Marketing, and Support. CodeScience has 
built over 70 B2B Salesforce products for clients and bolstered hundreds 
more with custom solutions. 
 
ά¢ƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ƻǳǊ Ŏƻƴǎǳƭǘŀƴǘǎ ƘŀǾŜ ǿƻǊƪŜŘ ŦƻǊΣ ƻǊ ŦƻǳƴŘŜŘΣ ŀ {ŀŀ{ 
startup; our shared passion. While often referred to as the fastest way to 
get a new product to market, we pride ourselves in bringing the right 
product to market. However, neither guarantee success. Our solutions, 
anchored in the Salesforce Clouds, enable clients to focus on customers, 
ƴƻǘ ǇǊƻŎŜǎǎΦ ¢ƘŀǘΩǎ ǘƘŜ ƪŜȅ ǘƻ ƻǿƴƛƴƎ ŀ ƴŜǿ ƳŀǊƪŜǘΦέ 
 
Brian Walsh, Partner and Chief Strategy Officer, CodeScience 

²ƻƭǘŜǊǎ YƭǳǿŜǊ CƛƴŀƴŎƛŀƭ {ŜǊǾƛŎŜǎ 

Wolters Kluwer Financial Services helps organizations around the world 

proactively manage risk, compliance, finance and audit challenges, and 

grow safely and profitably by providing software, expertise and 

professional services to help them make critical business decisions.  

ά²ƻƭǘŜǊǎ YƭǳǿŜǊ CƛƴŀƴŎƛŀƭ {ŜǊǾƛŎŜǎ ƛǎ ǇƭŜŀǎŜŘ ǘƻ ōŜ ǊŜŎƻƎƴƛȊŜŘ ŀǎ ŀ Ψ.Ŝǎǘ-

of-the-.ŜǎǘΩ ƻǊƎŀƴƛȊŀǘƛƻƴΦ ²Ŝ ǘŀƪŜ ǇǊƛŘŜ ƛƴ ǿƘŀǘ ǿŜ Řƻ ŀƴŘ ǘƘƛǎ ƘƻƴƻǊ 

reaffirms our dedication to service excellence as we strive to help our 

customers succeed amidst the intense regulatory standards and civic 

responsibility inherent in the financial services industry today. The PS 

aŀǘǳǊƛǘȅ aƻŘŜƭϰ Ƙŀǎ ōŜŎƻƳŜ ŀ ǾŀƭǳŀōƭŜ ōŜƴŎƘƳŀǊƪ ƛƴ ƻǳǊ ŜŦŦƻǊǘǎ ǘƻ 

meet the evolving needs of our customers and a useful guide to pinpoint areas of success and those 

that require improvement. Being recognized as a Best-of-the-Best winner is not only an incredible 

honor, but also a reflection of the corporate values we try to embody dailyτfocus on customer 

ǎǳŎŎŜǎǎΣ ŀƛƳ ƘƛƎƘ ŀƴŘ ŘŜƭƛǾŜǊΣ ƳŀƪŜ ƛǘ ōŜǘǘŜǊ ŀƴŘ ǿƛƴ ŀǎ ŀ ǘŜŀƳΦέ 

Darin Byrne Senior Director of Professional Services, WKFS 

 

 

 

 

http://www.spiresearch.com/
https://codescience.com/
http://www.salesforce.com/
http://www.wolterskluwerfs.com/about-us.aspx
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¢ƻǇ {ǘŜǇ /ƻƴǎǳƭǘƛƴƎ 

TOP Step Consulting improves business efficiency and productivity for 

Professional Service operations by providing consulting and implementation 

services for Professional Services Automation software. TOP Step Consulting is 

a seven-time Best-of-the-Best winner. 

ά²Ŝ ŀǊŜ ǘƘǊƛƭƭŜŘ ǘƻ ōŜ ǊŜŎƻƎƴƛȊŜŘ ŀǎ ŀ ǎŜǾŜƴ-time top performer. We have a 
simple philosophy focused on delivering exceptional service. Our customers 
are other professional services organizations who are looking to improve 
their business efficiency and profitability, so it is vital that we are seen as an 
expert and leader in our field. The benchmarking process and report findings 
validate what we are doing right and help us identify areas of 
ƛƳǇǊƻǾŜƳŜƴǘΦέ  
 
Jodi Cicci, President and CEO TOP Step Consulting 

9п {ŜǊǾƛŎŜǎ 

e4 Services, LLC is a healthcare information technology consulting firm specializing in clinical, hospital 

information management and revenue cycle services. e4 helps healthcare organizations simplify, 

manage, implement and transition clinical, health information management, and revenue cycle 

computer systems, applications, workflow and operations.  e4 is a three-time winner. 

άWe are humbled to be recognized again by SPI as a top performer.  We 

experienced a year of tremendous growth, which often creates its own 

set of challenges for a company.  Our focus on our customers, our team 

members, and our metrics ς many based on ones that we implemented 

over the years thanks to this report ς helped us successfully navigate 

through this year.  The PS Maturityϰ benchmark remains very valuable 

to us, and to be recognized again as a top performer within it is very 

ǊŜǿŀǊŘƛƴƎΦέ 

Jim Hennessy, CEO e4 Services, LLC 

http://www.topstepconsulting.com/
http://e4-services.com/
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.ǊƛǎǘƭŜŎƻƴŜ 

Bristlecone, part of the $17 billion Mahindra Group, is a supply chain and 

business analytics advisor, serving customers across a wide range of 

industries. Rated by Gartner as among the top ten system integrators in 

the supply chain space, we are uniquely positioned to solve contemporary 

supply chain problems, with supply chain and analytics focus as our 

advantage. Based out of the Silicon Valley, our global team of 1600+ 

business advisors helps companies rapidly optimize the strategic value of 

their supply chains through enabling technologies. 

ά²Ŝ ǎŜŜ Ψ{ǳǇǇƭȅ /Ƙŀƛƴ !ƴŀƭȅǘƛŎǎΩ ŀƴŘ .tŀŀ{ ŀǎ ŀ ǇǊƻƳƛǎƛƴƎ ǎǇŀŎŜ ǘƻ 

ƎǊƻǿΦ ²ƛǘƘ ƻǳǊ ǊŜŎŜƴǘƭȅ ƭŀǳƴŎƘŜŘ ŀƴŀƭȅǘƛŎǎ ǇƭŀǘŦƻǊƳ Ψ.ǊƛǎǘƭŜŎƻƴŜ b9hΩ ǿŜ ŀǊŜ ƘŜƭǇƛƴƎ Ŏǳǎǘƻmers in 

various analytics initiatives ς be it prescriptive, descriptive or predictive analytics. Another growth 

driver is cloud based services as we see growing demand from customers transforming from on-

premise to integrated cloud solutions. We are honoreŘ ǘƻ ōŜ ǊŜŎƻƎƴƛȊŜŘ ŀǎ ƻƴŜ ƻŦ ǘƘƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-

the-.Ŝǎǘ ǎŜǊǾƛŎŜ ƻǊƎŀƴƛȊŀǘƛƻƴǎΦέ  
 

Irfan Khan, President and CEO, Bristlecone 

[ƻƎƛŎŀƭ 5ŜǎƛƎƴ {ƻƭǳǘƛƻƴǎΣ LƴŎΦ 

LDS  is a consulting firm that envisions and designs digital solutions for global organizations. For 25 

years, LDS has helped market leaders realize their most important business strategies through 

technological innovations. LDS is hired by global companies, in all industries, that want to build 

substantially better businesses through smart design for business consumers. LDS is a seven-time Best-

of-the-Best winner. 

ά[5{ ƛǎ ƘƻƴƻǊŜŘ ǘƻ ōŜ ƴŀƳŜŘ ŀ ά.Ŝǎǘ-of-the-.Ŝǎǘέ ŎƻƴǎǳƭǘƛƴƎ ŦƛǊƳ ŦƻǊ ǘƘŜ 

7th year in a row. We appreciate the value this award places on paying 

attention to the metrics that drive our consulting firm, and we strive to 

align to these best practices in our financial operations.  Each year we do 

an exhaustive review of our business and are always looking for ways to 

improve.  ¢ƘŜ t{ aŀǘǳǊƛǘȅ aƻŘŜƭϰ ŀƴŘ ŦƛǾŜ {ŜǊǾƛŎŜ tŜǊŦƻǊƳŀƴŎŜ tƛƭƭŀǊǎϰ 

provide an important roadmap in this context.  We compare our results to 

the benchmark and identify areas that we can improve even slightly.  Each 

year we find something to work on and the report gives us the courage to 

Řƻ ƛǘΦέ 

Bruce Lovenberg, CPA Chief Financial Officer, Logical Design Solutions 

http://www.bcone.com/
http://www.bcone.com/industries/
http://www.bcone.com/about-us/office-locations/
http://www.lds.com/
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tŀǊƛǾŜŘŀ {ƻƭǳǘƛƻƴǎΣ LƴŎΦ   

Pariveda Solutions, Inc. ƛǎ ŀ ƭŜŀŘƛƴƎ ƳŀƴŀƎŜƳŜƴǘ ŎƻƴǎǳƭǘƛƴƎ ŦƛǊƳ ǎǇŜŎƛŀƭƛȊƛƴƎ ƛƴ ƛƳǇǊƻǾƛƴƎ ƻǳǊ ŎƭƛŜƴǘǎΩ 

performance.  ²Ŝ ŦƻŎǳǎ ƻƴ ŘŜǾŜƭƻǇƛƴƎ ŜȄŎŜǇǘƛƻƴŀƭ ǇŜƻǇƭŜ ǘƻ ǎƻƭǾŜ ŎƭƛŜƴǘǎΩ Ƴƻǎǘ ŎƻƳǇƭŜȄ ŀƴŘ ǾŀƭǳŀōƭŜ 

business problems through innovative technology solutions combined 

with exceptional delivery. 

άLǘ ƛǎ ŀƴ ƘƻƴƻǊ ǘƻ ōŜ ŀ ά.Ŝǎǘ-of-the-.Ŝǎǘέ ǎŜǊǾƛŎŜǎ ƻǊƎŀƴƛȊŀǘƛƻƴΦ .ŜƛƴƎ 

named to this list for two years in a row is remarkable and reflects 

our dedication to growing our people to their fullest potential and to 

delivering exceptional serǾƛŎŜǎ ǘƻ ƻǳǊ ŎƭƛŜƴǘǎΦέ 

Kerry Stover, Chief Operating Officer, Pariveda Solutions 

 

 

!ƭǘŜǊƴŀǘƛǾŜ 

Alternative brings the best of the cloud to manufacturers through services and solutions designed to 

make technology faster, smarter, and easier to use.  Alternative partners with leading cloud technology 

providers including Salesforce and NetSuite to build and deliver solutions that meet manufacturers' 

needs. 

"Alternative will always have service at the heart of everything we 

do. Alternative started as a pure services company focused on enhancing 

and extending the use of ERP and CRM for our customers. As we all know, 

companies typically only implement 40 to 50% of the functionality 

available to them, and so our goal was--and is--to help customers realize 

greater ROI and extend the functionality and usability of their 

technology. We are thrilled to have been recognized as one of the Best-

of-the-Best Professional Services organizations, we think it is a real 

testimony to our singular focus on helping our clients succeed."   

 
Vivian Keena, Founder and CEO, Alternative 

http://www.parivedasolutions.com/Pages/default.aspx
https://alttechsolutions.com/
http://alttechsolutions.com/salesforce-services/
http://alttechsolutions.com/netsuite-solution/


 2016 Professional Services MaturityÊ Benchmark 
 

© 2016 Service Performance Insight  www.netsuite.com    36   

 

/ƻƴǎǳƭǘ/wa 

ConsultCRM, part of Advanced Business Solutions, is positioned in the top 

5% of all Microsoft partners globally and specialises in helping 

organisations implement, integrate and optimise Microsoft Dynamics 

CRM.  !ǎ ŀ ¢ƛŜǊ hƴŜΣ DƻƭŘ /ŜǊǘƛŦƛŜŘΣ {ǘǊŀǘŜƎƛŎ aƛŎǊƻǎƻŦǘ tŀǊǘƴŜǊΣ !ŘǾŀƴŎŜŘΩǎ 

pedigree in Microsoft Dynamics CRM spans a decade working with 

Microsoft since the first version came to market in 2004. The business is 

professionally managed, and has shown consistent growth every year since 

its inception, reinforcing the trust placed in Advanced by both Microsoft 

and its clients.  

ά/ƻƴǎǳƭǘ/wa ōǊings together a blend of complimentary skill sets, effective 

technology partnerships and robust implementation methodologies to 

help our clients deliver results for their organisations.  We have gone beyond the traditional idea of 

support to help clients optimise their CRM investment over the long term.  We believe that our 

ƛƴŎƭǳǎƛƻƴ ƛƴ ǘƘŜ Ψ.Ŝǎǘ-of-the-.ŜǎǘΩ ǇǊƻŦŜǎǎƛƻƴŀƭ ǎŜǊǾƛŎŜ ƻǊƎŀƴƛǎŀǘƛƻƴǎ ƛǎ ǘŜǎǘƛƳƻƴȅ ǘƻ ƻǳǊ ŦƻŎǳǎ ƻƴ 

helping clients align CRM to their goals and objectives ς at the start of their CRM journey and in the 

ƭƻƴƎ ǘŜǊƳ ŀǎ ǘƘŜȅ ƎǊƻǿ ŀƴŘ ŜǾƻƭǾŜΦέ  

Simon Fowler, Managing Director, Advanced Business Solutions 

.ƻȄ  

Founded in 2005, Box is transforming the way people and organizations work so they can achieve their 

greatest ambitions. As the world's leading modern content platform, Box helps more than 54,000 

businesses in every industry, including 55% of the Fortune 500, securely access and manage their critical 

information in the cloud. Box is headquartered in Redwood City, CA, with offices in the United States, 

Europe and Asia.  

ά.ƻȄ /ƻƴǎǳƭǘƛƴƎ ƛǎ ǘƘŜ ǇǊƻŦŜǎǎƛƻƴŀƭ ǎŜǊǾƛŎŜǎ ŀǊƳ ƻŦ .ƻȄΣ ƘŜƭǇƛƴƎ 

customers realize the value of transforming the way they work and 

maximize the benefits of their Box deployment. Box Consulting offers 

implementation packages for customers ranging from 50 employees 

to hundreds of thousands of employees and collaborators globally. 

Additionally, Box Consulting helps customers optimize existing 

deployments, move legacy ECM solutions to Box, and build customer 

business applications on Box Platform. Meeting our customer's 

objectives requires running an excellent professional services 

operation and as such we are pleased to be recognized as one of this 

ȅŜŀǊΩǎ .Ŝǎǘ-of-the-.Ŝǎǘ tǊƻŦŜǎǎƛƻƴŀƭ {ŜǊǾƛŎŜǎ ƻǊƎŀƴƛȊŀǘƛƻƴǎΦέ 

Tim Smith, VP Consulting, Box 

http://www.consultcrm.co.uk/
http://www.advancedcomputersoftware.com/abs/index.php
https://www.box.com/


 2016 Professional Services MaturityÊ Benchmark 
 

© 2016 Service Performance Insight  www.netsuite.com    37   

 

/ƻƭƭŀōƻǊŀǘƛǾŜ {ƻƭǳǘƛƻƴǎ 

Collaborative Solutions is a leading global Finance and HR 

Transformation consultancy that leverages world-class cloud 

solutions to help deliver successful outcomes for its customers. As 

one of the longest-tenured consulting partners with Workday, 

Collaborative Solutions has executed over 225 successful Workday 

HCM, Payroll, and Financials deployments for global Fortune 500 

companies, medium-sized businesses, and education and 

government institutions. Collaborative Solutions has deployed in 

over 110 countries and has experience with organizations ranging 

from 200 to 200,000 employees.  Collaborative Solutions is based 

in the Washington, D.C., metro area with offices in Pleasanton, 

Chicago, Atlanta, Tampa, New York City, Toronto and Dublin.  

"At Collaborative Solutions we take pride in our unique culture and industry-leading customer 
satisfaction. We firmly believe that happy employees result in happy customers, and owe this 
achievement to our dedicated team of experts. This benchmark validates Collaborative's growing 
leadership position in the industry, and we are extremely proud to be recognized as a "Best-of-the-
Best" Professional Services Organization by Service Performance Insight." 

Bob Maller, President and Chief Culture Officer at Collaborative Solutions 

[ŀǊƎŜ /ƻƴǘǊŀŎǘ wŜǎŜŀǊŎƘ hǊƎŀƴƛȊŀǘƛƻƴ ƘŜŀŘǉǳŀǊǘŜǊŜŘ ƛƴ !ǳǎǘǊŀƭƛŀ 

This contract research organization specializes in global drug development.  They are instrumental in 

helping global pharmaceutical firms get drugs to market, specializing in phase I through IV clinical trials.  

Recognized for delivering high quality services throughout the drug development lifecycle.   

Name withheld 

CƛǎŜǊǾ 

Fiserv is a global organization with more than 13,000 clients and 21,000 associates worldwide and takes 

pride in its mission to enable clients to achieve best-in-class results. The company is highly regarded for 

its financial services technology and services innovation, including award-winning solutions for mobile 

and online banking, payments, risk management, data analytics and core account processing. 

Fiserv is helping its clients push the boundaries of what's possible in financial services, delivering deep 

expertise and innovative solutions to help financial institutions, businesses and consumers move and 

manage money faster and with greater ease than ever before. 

http://www.collaborativesolutions.com/
https://www.fiserv.com/index.aspx
https://www.fiserv.com/solutions-services1.aspx
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IŜƭƳǎƳŀƴ LƴǘŜǊƴŀǘƛƻƴŀƭ 

Helmsman International is a management consultancy, thought leader and product innovator.  We love 

turning big, ugly, complex capital asset situations into highly successful outcomes. For Helmsman, the 

outcome is everything. We have built a reputation for being the 

straight-talking, can-do and broad thinking specialists who can define 

what needs to be done to deliver the best results. We use a 

combination of art, science and expertise to determine where the 

technical complexity lies, and what soft skills need to be applied to 

deliver success. Many asset owners tend to concentrate on technical, 

ΨƘŀǊŘΩ ŦŀŎǘƻǊǎ ǿƘŜƴ ƳŀƴŀƎƛƴƎ ŎƻƳǇƭŜȄ ŀǎǎŜǘǎΦ hǳǊ ŜȄǇŜǊƛŜƴŎŜ Ƙŀǎ 

ǎƘƻǿƴ ǘƘŀǘ ƛǘΩǎ ǘƘŜ ǇŜƻǇƭŜ ƛǎǎǳŜǎ ǘƘŀǘ ŘŜǘŜǊƳƛƴŜ Ƙƻǿ ǎǳŎŎŜssful the 

outcome will be. This is what turns good intentions into great 

outcomes. 

"Helmsman International is very pleased to be recognized by SPI Research as one of the top 
performing professional services organizations in the world. This achievement is borne of the hard 
work and commitment of our team to provide superb service to our clients as well as a great 
environment for our consultants." 

Julian Mitton, Partner and CFO, Helmsman International 

{ǘƻƴŜǊƛŘƎŜ {ƻŦǘǿŀǊŜ 

Stoneridge Software draws on years of experience in the Microsoft Dynamics space to provide complex 

ERP implementation and support. We look for the best and most experienced team members so that 

our clients havŜ ŀ ŎƻƴǎƛǎǘŜƴǘƭȅ ƎƻƻŘ ŜȄǇŜǊƛŜƴŎŜΦ hǳǊ Ƴƛǎǎƛƻƴ ŀǘ {ǘƻƴŜǊƛŘƎŜ {ƻŦǘǿŀǊŜ ƛǎ ǘƻ ά9ƴŀōƭŜ ¸ƻǳǊ 

.ǳǎƛƴŜǎǎέΤ ǿŜ ƘŀǾŜ ǘƘŜ ƘƛƎƘƭȅ ŜȄǇŜǊƛŜƴŎŜŘ aƛŎǊƻǎƻŦǘ 5ȅƴŀƳƛŎǎ ǊŜǎƻǳǊŎŜǎ ǿƘƻ Ŏŀƴ ƘŜƭǇ ȅƻǳ ǊŜŀŎƘ ȅƻǳǊ 

goals. 

"We are honored to be recognized as one of Service Performance 
LƴǎƛƎƘǘΩǎ .Ŝǎǘ-of-the-Best for 2016.  We appreciate the recognition for 
ǘƘŜ ǉǳŀƭƛǘȅ ƻŦ ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴ ǿŜΩǾŜ ōǳƛƭǘ ƛƴ ǘƘǊŜŜ Ŧŀǎǘ-paced 
years.  The five pillars of Service Performance (Leadership, Client 
Relations, Human Capital Alignment, Service Execution and Finance 
and Operations) are aligned with our core values as a company.  From 
the beginning our mission has been to be the best provider of 
Microsoft Dynamics ERP consulting and we are thrilled to be 
acknowledged for our operational excellence as we continue to grow 
ƻǳǊ ǇǊŜǎŜƴŎŜ ƛƴ ǘƘŜ ƳŀǊƪŜǘǇƭŀŎŜΦέ  

Eric Newell, President and Founder of Stoneridge Software 

http://www.helmsman-international.com/
https://stoneridgesoftware.com/
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aƻƻǊƘƻǳǎŜ /ƻƴǎǳƭǘƛƴƎΣ [¢5 

Moorhouse is a dynamic consulting firm, focused on delivering transformational change. We make sure 

our clients succeed in their long-term goals by helping them turn their strategy into action; by 

providing out of the ordinary delivery capability; and by establishing a culture of change.  

 

άLǊǊŜǎǇŜŎǘƛǾŜ ƻŦ ǘƘŜ ǎƛȊŜ ƻŦ ŀ ōǳǎƛƴŜǎǎΣ ǘǊŀƴǎŦƻǊƳŀǘƛƻƴ ƛǎ ŀōƻǳǘ ƳƻǊŜ 

than strategy: it is the implementation and delivery that will 

determine the success of any such programme, since without these 

even the best-laid plans will go to waste.  We are proud of the 

recognition of our own transformation and growth that this award 

represents.  It is a fantastic achievement and demonstrates not only 

our ability to execute strategies on behalf of our clients, but that 

aƻƻǊƘƻǳǎŜ ǇǊŀŎǘƛŎŜǎ ǿƘŀǘ ƛǘ ǇǊŜŀŎƘŜǎΦέ  

Richard Goold, Partner, Moorhouse Consulting 

LƳǇŜǊǾŀ 

Imperva®, is a leading provider of cyber security solutions that protect business-critical data and 

ŀǇǇƭƛŎŀǘƛƻƴǎΦ ¢ƘŜ ŎƻƳǇŀƴȅΩǎ {ŜŎǳǊŜ{ǇƘŜǊŜΣ LƴŎŀǇǎǳƭŀ ŀƴŘ {ƪȅŦŜƴŎŜ ǇǊƻŘǳŎǘ ƭƛƴŜǎ ŜƴŀōƭŜ ƻǊƎŀƴƛȊŀǘƛƻƴǎ ǘƻ 

discover assets and risks, protect information wherever it lives ς in the cloud and on-premises ς and 

comply with regulations. The Imperva Application Defense Center, a research team comprised of some 

ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ ƭŜŀŘƛƴƎ ŜȄǇŜǊǘǎ ƛƴ Řŀǘŀ ŀƴŘ ŀǇǇƭƛŎŀǘƛƻƴ ǎŜŎǳǊƛǘȅΣ Ŏƻƴǘƛƴǳŀƭƭȅ ŜƴƘŀƴŎŜǎ LƳǇŜǊǾŀ ǇǊƻŘǳŎǘǎ 

with up-to-the-minute threat intelligence, and publishes reports that provide insight and guidance on 

the latest threats and how to mitigate them. Imperva is headquartered in 

Redwood Shores, California.  

ά²Ŝ ŀǊŜ ƘƻƴƻǊŜŘ ǘƻ ōŜ ƴŀƳŜŘ ŀ ά.Ŝǎǘ-of-the-.Ŝǎǘέ ǎŜǊǾƛŎŜǎ 

organization by Service Performance Insight. The worldwide services 

and support team at imperva understands that security, compliance and 

reliability are essential to our customers.  We offer a comprehensive set of 

support, professional services, and product training programs that deliver 

immediate and effective results, giving our customers the confidence that 

ǘƘŜƛǊ ǎŜŎǳǊƛǘȅ ŀƴŘ ŎƻƳǇƭƛŀƴŎŜ ƻōƧŜŎǘƛǾŜǎ ŀǊŜ ƳŜǘ ŀƴŘ ŜȄŎŜŜŘŜŘΦέ 

Sunil Nagdev, SVP of Worldwide Services and Support at Imperva 

https://www.moorhouseconsulting.com/
https://www.moorhouseconsulting.com/services/strategy-into-action/
https://www.moorhouseconsulting.com/services/out-of-the-ordinary-delivery/
https://www.moorhouseconsulting.com/services/establishing-a-culture-of-change/
http://www.imperva.com/
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hƴŜǎƻǳǊŎŜ ±ƛǊǘǳŀƭ 

Founded in 2008, OSV started out as a disruptive force in the market offering a truly cloud-based 

ŀƭǘŜǊƴŀǘƛǾŜ ǘƻ ōǳǎƛƴŜǎǎ ǇǊƻŎŜǎǎ ƻǳǘǎƻǳǊŎƛƴƎΦ 5ŜŘƛŎŀǘŜŘ ŜȄŎƭǳǎƛǾŜƭȅ ǘƻ ²ƻǊƪŘŀȅΣ h{±Ωǎ ǎŜǊǾƛŎŜǎ ŜƳǇƻǿŜǊ 

and encourage cusǘƻƳŜǊǎΩ Iw ǘƻ ōŜŎƻƳŜ ǎǘǊŀǘŜƎƛŎ ǇŀǊǘƴŜǊǎ ǿƛǘƘƛƴ ǘƘŜƛǊ ƻǊƎŀƴƛȊŀǘƛƻƴǎΣ ŀƭƛƎƴ ǘƻ ōǳǎƛƴŜǎǎ 

growth and scale by demand. 

άhƴŜ{ƻǳǊŎŜ ±ƛǊǘǳŀƭ ƛǎ ƘƻƴƻǊŜŘ ǘƻ ōŜ ǊŜŎƻƎƴƛȊŜŘ ōȅ {ŜǊǾƛŎŜ 

Performance Insight as one of the Best-of-the-Best Professional 

Services organizations in the industry. Not only do we approach every 

project with a deep expertise, but strive to provide every customer 

with an exceptional experience. Customer satisfaction and dedication 

to service excellence is in the fabric of OSV and its employees, and has 

been since day one. Receiving this award is a testimony to our efforts 

ŀƴŘ ƻǳǊ ŀŎŎƻƳǇƭƛǎƘƳŜƴǘǎΦέ  

Duncan Harwood, VP of Professional Services and Strategy 

LƴǘŜƎǊŀǘŜŘ tǊƻƧŜŎǘ aŀƴŀƎŜƳŜƴǘ /ƻƳǇŀƴȅ 

Integrated Project Management Company, Inc. (IPM) is a leading project management consulting firm, 

planning and implementing strategic and critical projects in the life sciences, healthcare, consumer 

products (including CPG), and industrial sectors. The IPM leaderǎƘƛǇ ŀǇǇǊƻŀŎƘ ŎƻƳōƛƴŜǎ ŎƭƛŜƴǘǎΩ ƛƴǘŜǊƴŀƭ 

ŎŀǇŀōƛƭƛǘƛŜǎ ŀƴŘ ƭŜƎŀŎȅ ƪƴƻǿƭŜŘƎŜ ǿƛǘƘ LtaΩǎ ǇǊƻǾŜƴ ŀōƛƭƛǘȅ ǘƻ ƛƴǎǇƛǊŜ ǎǘŀƪŜƘƻƭŘŜǊ ŜƴƎŀƎŜƳŜƴǘ ŀƴŘ ōǳȅ-

in to achieve project objectives. Since its inception in 1988, IPM has served over 300 clients, ranging 

from Fortune 100 companies to startups, and completed over 3,500 projects.      

άIPM is ƘƻƴƻǊŜŘ ǘƻ ōŜ ƴŀƳŜŘ ŀ ά.Ŝǎǘ-of-the-.Ŝǎǘέ {ŜǊǾƛŎŜ 

Organization. With a passion for excellence, honest and ethical 

conduct, and uncompromising integrity, we focus on providing 

ŜȄǘǊŀƻǊŘƛƴŀǊȅ ǎŜǊǾƛŎŜ ǿƘƛƭŜ ŀŘǾƛǎƛƴƎ ƻƴ ŀƴŘ ŜȄŜŎǳǘƛƴƎ ƻǳǊ ŎƭƛŜƴǘǎΩ Ƴƻǎǘ 

complex initiatives. We recognize that our values-driven, self-

motivated, and highly skilled employees are our most important asset. 

Our mission is honored each time we exceed a clientΩǎ ŜȄǇŜŎǘŀǘƛƻƴǎ ŀƴŘ 

each time an employee achieves his or her dreams.έ    

Timothy J. Czech, Chief Financial Officer, IPM  

https://www.onesourcevirtual.com/
http://www.ipmcinc.com/
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CǊǳƛǘƛƻƴ tŀǊǘƴŜǊǎΣ ŀ 5ƛǾƛǎƛƻƴ ƻŦ /{/ 

Fruition Partners, a CSC company, is a global technology-enabled services firm focused on elevating 

service management to the cloud. The company combines practical experience with technology-enabled 

tools and services to help organizations attain success throughout the entire Service Management 

process. With more than 1,700 ServiceNow projects to its credit, Fruition Partners is a Master tier 

Solutions Partner of the leading enterprise cloud company, 

ServiceNow. Fruition Partners team of over 300 cloud-integration 

experts accelerate service management and ensure clients 

experience cost and performance benefits quickly and easily.  

άCǊǳƛǘƛƻƴ tŀǊǘƴŜǊǎ ƛǎ ǇǊƻǳŘ ǘƻ ōŜ ƴŀƳŜŘ ŀ Ψ.Ŝǎǘ-of-the-.ŜǎǘΩ ŦƛǊƳΦ 

²ƛǘƘ ƻǳǊ ǊŜŎŜƴǘ ŀŎǉǳƛǎƛǘƛƻƴ ōȅ /{/Σ ǿŜΩǾŜ realized that in many 

ways we can serve as a model and enable other organizations 

within the larger company. Culturally, we maintain a spirit of 

honesty and continuous improvement. We are very proud to 

celebrate our success and embrace our future potentialΦέ 

 Scott Klein, Director of Business Operations, Fruition Partners  

Best-of-the-Best Demographics 

Table 13 compares the 20 best-of-

the-best performing PSOs to the 

other 535 in this year's survey.  As 

we have seen for the past seven 

years, Best-of-the-Best 

organizations tend to be more 

specialized than the average firm 

in the benchmark.  ¢Ƙƛǎ ȅŜŀǊΩǎ ǘƻǇ 

performers are slightly larger than 

average firms with 776 PS 

employees compared to 630 for 

average firms.  Nine are 

independent IT consultancies; 

three are embedded PS 

organizations within fast-growing 

software companies; four are 

management consultancies; two are embedded PS organizations within cloud SaaS companies; one is a 

Value-Added Reseller and one focuses on research and development. The IT consultancies specialize in 

enterprise-class solutions for complex problems in government, healthcare, security and data centers or 

Table 13:  Best-of-the-Best Comparison ð Demographics 

KPI 
Best-of-
the-Best 

Rest Ʒ 

Number of firms 20 529  

Size of PS organization (employees) 776  630  23% 

Annual company revenue (mm) $206.5  $221.9  -7% 

Total professional services revenue (mm) $67.8  $81.5  -17% 

Year-over-year change in PS revenue 20.0% 9.8% 104% 

Year-over-year change in PS headcount 17.2% 7.4% 132% 

% of employees billable or chargeable 82.1% 69.9% 17% 

% of PS revenue delivered by 3rd-parties 10.2% 10.9% -6% 

M&A over the past three years 1.71  1.16  47% 
 

Source: Service Performance Insight, February 2016 

http://fruitionpartners.com/
http://www.csc.com/
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high-growth cloud platform implementation, migration and integration.  They serve a wide variety of 

industries with specialized expertise and deep domain knowledge.   

¢Ƙƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-the-Best are characterized by high growth, profit, and high levels of client 

satisfaction. Every year we find the best firms are also the fastest growing; on average they grew year 

over year PS revenue by 20% - more than double the revenue growth of average firms (9.8%). Year over 

year employee headcount growth was even more impressive at 17.2% which is almost three times the 

headcount growth of average firms (7.4%). For these fast growing firms their top challenge is finding and 

growing the talent they need to sustain their dynamic growth while maintaining a culture of excellence.  

The Best boasted a much higher percentage of billable employees, and depend slightly less on third-

party resources, preferring to recruit and deploy their own talented resources without heavily relying on 

subcontractors which translated to higher levels of both employee and client satisfaction. 

MƻǊŜ ǘƘŀƴ ƘŀƭŦ ƻŦ ǘƘƛǎ ȅŜŀǊΩǎ ǘƻǇ ǇŜǊŦƻǊƳŜǊǎ ŀǳƎƳŜƴǘŜŘ ǘƘŜƛǊ ƻǊƎŀƴƛŎ ƎǊƻǿǘƘ ǿƛǘƘ ŀŎquisitions or were 

acquired by larger firms.  Two firms completed over five acquisitions as they consolidated their market 

dominance.  Top-performing firms were able to use their own transformation and change management 

capabilities to quickly integrate and take advantage of acquisitions as a catalyst for growth.   

Pillar Performance 

¢ƘŜ ŦƻƭƭƻǿƛƴƎ ǎŜŎǘƛƻƴǎ ƘƛƎƘƭƛƎƘǘ ǘƘŜ ǊŜǎǳƭǘǎ ƻŦ ǘƘƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-the-best professional services 

organizations (PSOs) and compare their results with the rest of the survey participants.   

[ŜŀŘŜǊǎƘƛǇ  

The leading firms are highly specialized.  They concentrate on specific high-growth IT segments or 

vertical industries.  The executives of top-performing firms are seasoned professionals ς often with a 

track record of founding and growing multiple prior consulting organizations.   

A recurring theme from this ȅŜŀǊΩǎ ƭŜŀŘŜǊǎ ƛǎ ǘƘŜƛǊ ǎǘǊƻƴƎ ǎŜƴǎŜ ƻŦ ŎƻƳƳǳƴƛǘȅΦ  ¢ƘŜ ƭŜŀŘŜǊǎ ƻŦ ǘƘŜ ǘƻǇ 

firms are seen as visionaries within the markets they serve, they see their role as one of truly helping 

improve the lives of their clients and employees.  They select clients and projects because they share the 

same values, whether it is a love of transformational change or desire to make a difference through 

healthcare and government programs.  Their sense of pride and commitment comes through in the 

organizations they have developed. 

¢Ƙƛǎ ȅŜŀǊΩǎ ƭŜŀŘŜǊǎ ŘƛǎŎǳǎǎŜŘ ǘƘŜ ƛƳǇƻǊǘŀƴŎŜ ƻŦ ōǳƛƭŘƛƴƎ ŀ ǳƴƛǉǳŜΣ ŜƳǇƭƻȅŜŜ-centric culture which in 

ǘǳǊƴ ōŜŎƻƳŜǎ ŀ ǎƻǳǊŎŜ ƻŦ ŎƻƳǇŜǘƛǘƛǾŜ ŘƛŦŦŜǊŜƴǘƛŀǘƛƻƴΦ  Lƴ ǘƻŘŀȅΩǎ ŎƻƳǇŜǘƛǘƛǾŜ ǘŀƭŜƴǘ ƳŀǊƪŜǘ ŜǎǘŀōƭƛǎƘƛƴƎ 

a strong reputation as a great place to work and grow is paramount to building brand awareness and 

success.  While each leader discussed the importance of client success, they also discussed the 

importance of creating engaged employees to carry on the culture and position the firm for the future. A 

key area of differentiation is that top firms significantly invest in employee development.  On average, 

they provide 13.5 days of employee training compared to 8.7 days for average firms. 



 2016 Professional Services MaturityÊ Benchmark 
 

© 2016 Service Performance Insight  www.netsuite.com    43   

 

Table 14 compares the leadership 

metrics of the highest performing 

organizations with the remainder 

of the survey.  The two highest 

differential scores are clarity of 

vision, mission and strategy and 

effective communication.  

Leading PSOs emphasize the 

importance of establishing a clear 

and differentiating vision which is 

widely communicated and shared 

throughout the organization; 

cemented by congruent goals 

and measurements.  This clarity 

of purpose provides a powerful foundation for creating a unique culture which supports and accelerates 

market differentiation, in turn leading to strong employee confidence in the future.   

/ƭƛŜƴǘ wŜƭŀǘƛƻƴǎƘƛǇǎ  

SPI Research was surprised Ƴƻǎǘ ƻŦ ǘƘƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-the-Best do not employ traditional solution sales 

people.  The independent IT and management consultancies depend on their regional practice leaders 

to be the chief rainmakers in their region or domain.  Although practice leaders are charged with 

developing a book of business they are also charged with personal billability goals to ensure they 

continue to be recognized experts in their field.  Independent Best-of-the-Best firms expect their 

ǇǊŀŎǘƛŎŜ ƭŜŀŘŜǊǎ ǘƻ ōŜ Ŏƻƴǎǳƭǘŀƴǘǎ ŦƛǊǎǘΧ ŀōƭŜ ǘƻ ǘǊǳƭȅ ŀŘŘ ǾŀƭǳŜ ǘƻ ŜȄŜŎǳǘƛǾŜ ǊŜƭŀǘƛƻƴǎƘƛǇǎΦ  wŜǇŜŀǘ 

business and referrals are the primary source of new business, a strong testimony to superlative client 

relationships and results.   

The embedded PSOs primarily rely on the product sales force. They have forged a strong partnership 

with product sales and have built sales tools and service packages to guide and shape consulting 

engagements.  These service packages enable the product sales force to position and quote services, 

leading to higher product and service attach rates. PS is regarded as a significant and growing source of 

top-line company revenue, not a necessary evil.  In many cases, their lead services executive is 

responsible for global support, professional services and account management with the title of Chief 

Customer Success officer, acknowledging the important role services plays in ensuring client success.   A 

relatively new set of metrics has emerged for PS, focused on customer adoption. The cloud PSOs 

measure not only the number of licenses, seats and client revenue but also the level of client adoption 

and engagement by building dashboards and scorecards which depict the depth of client adoption.    

Table 14:  Best-of-the-Best Comparison ð Leadership Pillar (1 to 5 Scale) 

KPI Best Rest Ʒ 

Well understood vision, mission and strategy 4.71 3.71 27% 

Effectively communicates w/employees 4.54 3.60 26% 

Employees have confidence in PSO's future 4.71 3.78 24% 

Embraces change - nimble and flexible 4.50 3.64 24% 

Ease of getting things done 4.50 3.66 23% 

Goals and measurements in alignment 4.50 3.66 23% 

Innovation focused 4.42 3.60 23% 

Confidence in PS leadership 4.67 3.82 22% 
 

Source: Service Performance Insight, February 2016 
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!ƭƭ ōǳǘ ƻƴŜ ƻŦ ǘƘƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-the-Best rely on CRM applications to improve their sales and marketing 

effectiveness.  Twelve of the top firms use Salesforce.com as their CRM.  Several firms credited the tight 

integration between their CRM and PSA applications as a catalyst in building collaboration between 

sales and service delivery.  They have instituted consistent sales processes and bid reviews to ensure 

they are focused on the type of projects they are most likely to win and maintain pricing and contract 

terms within guidelines.  Because they are the premium supplier in their well-defined markets, often 

they do not have to compete 

for business. They are chosen 

based on referrals and their 

demonstrated competence.      

Survey results revealed that 

the percentage of revenue 

from new clients was 35% for 

Best-of-the-Best firms compare 

to 28% for average 

organizations.  New client 

expansion is a key ingredient of 

their high growth and 

profitability.  Leaders give 

higher marks for sales, 

marketing and solution 

development effectiveness.  Interviews revealed leaders do not have the schism between sales and 

service delivery which is so apparent in many PSOs. This sales and delivery collaboration produced 

higher win to bid ratios, larger sales pipelines and more reference customers.  They are well-positioned 

in their markets due to specialization and a focus on solution development which resulted in much 

higher levels of sales and marketing effectiveness as well as repeatability and institutionalized quality in 

their projects. 

IǳƳŀƴ /ŀǇƛǘŀƭ !ƭƛƎƴƳŜƴǘ   

Talent is a primary focus and hot topic for all service firms. In an increasingly tight talent market, top 

performing firms intently focus on employee engagement and satisfaction by offering career-enhancing 

training and mentoring.  Many top firms also recognize the sacrifices families make by including family 

members in annual retreats and conferences.   

Table 16 compares Human Capital Alignment pillar key performance indicators between the Best-of-the-

Best organizations and the remainder.  The table shows lower levels of attrition, more employees who 

would recommend the firm as a great place to work and significantly higher levels of employee training 

investment.  Top performing firms place a premium on high quality recruiting and on-boarding programs 

resulting in faster recruiting and ramping times and higher billable utilization.  ¢ƘŜȅ ƘƛǊŜ ά!έ ǇƭŀȅŜǊǎΦ  

They invest a lot in them and expect a lot from them.  

Table 15:  Best-of-the-Best Comparison ð Client Relationships Pillar 

KPI Best Rest Ʒ 

Percentage of revenue from new clients  34.7%  28% 24% 

Bid-to-win ratio (per 10 bids) 6.33  4.88  30% 

Deal pipeline relative to qtr. bookings forecast 198% 171% 16% 

Sales cycle (days: qualified lead to contract sign.) 88  88  0% 

Average service discount given clients 8.8% 7.6% -16% 

Percentage of referenceable clients  81.0% 69.9% 16% 

Solution development effectiveness 4.08  3.57  14% 

Service sales effectiveness 3.92  3.55  10% 

Service marketing effectiveness 3.75  3.27  15% 
 

Source: Service Performance Insight, February 2016 
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Each top firm emphasized the importance of culture. Culture goes way beyond establishing a mission 

statement ς it must be unique and inspiring to attract the type of consultants and clients the firm can 

best serve.  Interestingly, many of 

ǘƘƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-the-Best have 

ŀƭǎƻ ōŜŜƴ ǊŜŎƻƎƴƛȊŜŘ ŀǎ ά.Ŝǎǘ 

tƭŀŎŜǎ ǘƻ ²ƻǊƪέ ōȅ Fortune and 

other publications.  Innovative 

employee engagement programs 

include:  annual company retreats 

which may include spouses; 

generous healthcare and parental 

leave policies; flexible work 

schedules; health and wellness 

programs; significant investments 

in employee training and career 

development and a consistent 

focus on fun, team-building, 

collaboration and communication.  

The leading firms use a variety of innovative recruiting strategies ς from establishing strong partnerships 

with local universities, to attracting more senior consultants from their competitors.  Just as in selling, 

referrals are a key source of new hires because the best and brightest invite their friends to join them.  

Once on board, the best firms offer new hire orientation and on-boarding programs which include 

shadowing and mentoring to quickly bring new hires up to speed.  Leading firms have discovered they 

simply cannot rely on stealing top talent from their competitors ς they need to grow their own.  Several 

firms recruit from local universities (MIS and Engineering) and then invest over 90 days in teaching new 

hires both the industry and technology.  This strategy, although initially expensive, results in qualified 

consultants who are able to hit the ground running after their on-boarding program has been 

completed.  Other fascinating recruiting strategies include personality testing for cultural fit, 

communication and organizational skills in addition to technical knowledge.   

Top firms also invest in helping consultants build their own networks and communities ς they encourage 

ǘƘŜƛǊ ȅƻǳƴƎ Ŏƻƴǎǳƭǘŀƴǘǎ ǘƻ ōǳƛƭŘ ǎǘǊƻƴƎ ŎƻƭƭŜƎŜ ŀƴŘ ƴŜǘǿƻǊƪ ǘƛŜǎΧ ǘƻ ǎŜǊǾŜ ǘƘŜǎŜ ŎƻƳƳǳƴƛǘƛŜǎ ǿƛǘƘ ǘƘŜƛǊ 

talents but also as a source of recruiting and business referrals.  With young millennial consultants, 

continuous learning is a perquisite which means top firms understand employee career and knowledge 

aspirations and ensure top performers are assigned to the projects, clients and geographies they are 

most interested in.  

Just finding talent is not enough.  ¢Ƙƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-the-Best firms focused on ramping and employee 

training to develop a qualified workforce.  Some create rotational assignments to give their employees 

greater exposure to other services and clients. Employees who are continually learning and expanding 

their knowledge base tend to stay with their employer.  When the work is not challenging or interesting, 

morale suffers and attrition rises.   Several of the smaller firms are 100% virtual ς in other words, they 

Table 16:  Best-of-the-Best Comparison ð Human Capital Alignment Pillar 

KPI Best Rest Ʒ 

Employee annual attrition (voluntary & 
involuntary) 

10.3% 13.0% 20% 

Recommend company to friends/family 4.71  4.17  13% 

Management to employee ratio 12.29  11.48  7% 

Time to recruit and hire for standard positions 
(days) 

56.3  60.7  7% 

Time for a new hire to become productive (days) 42.5  58.7  28% 

Guaranteed training per employee per year 
(days) 

13.48  8.70  55% 

Well-understood career path for all emp. 4.00  3.26  23% 

Billable employee utilization 78.3% 70.2% 12% 
 

Source: Service Performance Insight, February 2016 

http://fortune.com/2015/04/21/20-great-workplaces-consulting-professional-services/
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ŘƻƴΩǘ ƛƴǾŜǎǘ ƛƴ ŜȄǇŜƴǎƛǾŜ ŦŀŎilities but keep morale high with in-person weekly and quarterly meetings to 

enhance communication and team-building.   

{ŜǊǾƛŎŜ 9ȄŜŎǳǘƛƻƴ  

Table 17 compares service execution key performance indicators between the Best-of-the-Best 

performing organizations and the 

remainder.  The table points out 

the leaders have larger projects, 

more rigorous quality processes, 

fewer project overruns and 

fewer projects cancelled. Leaders 

focus on all aspects of service 

delivery, with higher marks for 

knowledge management, 

resource management and 

estimating and change control 

processes.  Their focus on service 

delivery excellence produces 

superlative productivity with 83% 

of their employees in billable 

roles and 78.3% billable 

utilization.   

Because every leader relies on a 

commercial PSA application they 

are able to build and reinforce 

project delivery standards which 

result in precision execution and 

high levels of quality, productivity and profitability.  They credit their PSA with improving resource, 

project management, time and expense capture and billing, leading to higher levels of billable utilization 

and on-time project completion.   

¢Ƙƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-the-Best were uniform in their commitment to developing standardized 

methodologies. In addition to repeatable processes and templates, they are focused on ensuring high 

quality delivery.   Most estimates, proposals and changes go through a rigorous evaluation in order to 

ensure proper risk management and margin analysis.  

Table 17:  Best-of-the-Best Comparison ð Service Execution Pillar 

KPI Best Rest Ʒ 

Employee billable utilization 78.3% 70.2% 12% 

Average project staffing time (days) 9.48  10.45  9% 

Concurrent projects managed by PM 6.00  5.76  4% 

Average project staff (people) 5.90  4.64  27% 

Average project duration (months) 6.92  6.17  12% 

Projects delivered on-time 86.7% 75.6% 15% 

Projects canceled 1.9% 2.6% 28% 

Average project overrun 7.3% 10.1% 28% 

A standardized delivery methodology is used 72.6% 64.2% 13% 

Effect. of resource mgmt. processes 4.29  3.56  20% 

Effect. of estimating processes and reviews 3.96  3.53  12% 

Effect. of change control processes 3.96  3.42  16% 

Effect. of project quality processes 4.17  3.55  17% 

Effect. of knowledge management processes 3.75  3.34  12% 
 

Source: Service Performance Insight, February 2016 
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CƛƴŀƴŎŜ ŀƴŘ hǇŜǊŀǘƛƻƴǎ 

The Best-of-the-Best are focused on financial success and stability. They all have deployed a commercial 

finance and accounting solution which is partially integrated with their PSA application for billing and 

revenue recognition.  All the leading firms have invested in both a CRM and PSA application.  Twelve use 

Salesforce.com as their CRM.  Commercial PSAs used are: NetSuite/OpenAir; Projector PSA; 

FinancialForce PSA; Kimble; Microsoft/Assistance PSA, Changepoint, Deltek, Clarizen, Tenrox and 

Workday.  On the financial side of the business, they rely on QuickBooks; NetSuite; Microsoft Dynamics; 

Workday; SAP; Deltek; FinancialForce and Oracle. 

The Professional Services 

aŀǘǳǊƛǘȅ aƻŘŜƭϰ ǎŎƻǊƛƴƎ ƻǾŜǊ-

weights financial success; 

meaning the leaders in this 

survey were much more 

profitable than their peers.   

Table 18 shows the enviable 

ŦƛƴŀƴŎƛŀƭ ǊŜǎǳƭǘǎ ŦǊƻƳ ǘƘƛǎ ȅŜŀǊΩǎ 

Best-of-the-Best.  They produced 

significantly more net profit 

(20.4% compared to 14.9%) than 

average firms in the benchmark.  

This high level of profitability is 

derived from more revenue per 

employee, project and 

consultant. All of the Best-of-the-

Best can be characterized as 

running a very tight financial 

ship.  They are frugal with non-

essential expense.  In particular, 

ǘƘŜȅ ŘƻƴΩǘ ƛƴǾŜǎǘ ƛƴ ŦŀƴŎȅ ƻŦŦƛŎŜǎ 

and non-billable travel, preferring 

to heavily invest in the skill 

development of their employees.    

The Best-of-the-Best make money on every aspect of the business with high subcontractor margins 

(35%); high time and materials project margins (49.6%); and high fixed price project margins (46.4%). 

The leaders had a significantly larger amount of revenue in backlog (50.2%), which creates greater 

financial stability and predictability.  They were much more likely to have achieved both their annual 

revenue and margin targets which shows they are running a predictable business.  

Table 18:  Best-of-the-Best Comparison ð Finance and Operations Pillar 

KPI Best Rest Ʒ 

EBITDA 20.4% 14.9% 37% 

Annual revenue per employee (k) $242  $153  58% 

Average revenue per project (k) $339  $219  55% 

Project margin for time & materials projects 49.6% 32.8% 51% 

Annual revenue per billable consultant (k) $279  $194  44% 

Average project margin ð subs, offshore 35.2% 25.6% 37% 

Project margin for fixed price projects 43.5% 32.4% 34% 

Revenue leakage 2.9% 4.3% 33% 

Executive real-time wide visibility 4.17 3.28 27% 

Quarterly revenue target in backlog 50.2% 39.9% 26% 

% of billable work is written off 2.3% 3.0% 24% 

Percent of annual revenue target achieved 105.8% 90.7% 17% 

Percent of annual margin target achieved 102.9% 88.7% 16% 

% of inv. redone due to error/client rejections  2.6% 2.6% -1% 

Days sales outstanding (DSO) 53.4 43.3 -23% 

Quarterly non-billable expense per employee $2,625  $1,869  -40% 
 

Source: Service Performance Insight, February 2016 
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The Best-of-the-Best PSOs Use and Integrate PS Applications  

SPI is continually asked: 

æ At what size should a PSO start to evaluate and acquire business applications? 

æ What are the most prevalent business applications and what should our priority be for 

application acquisition? 

æ What is the impact of each of the primary business applications? 

æ Which is better ς a best 

of breed stand-alone 

application or an 

integrated suite? 

æ What is the benefit of 

application integration? 

To answer these questions, an 

evaluation of business 

application usage comparing 

ǘƘƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-the-Best 

PSOs to average organizations 

provides a compelling picture 

of the power and impact of 

integrated business 

applications.  Table 19 shows 

application usage, satisfaction 

and integration of each of the 

core PS business applications 

for the top performing (top 5%) 

survey participants compared 

to the remainder.  The table 

provides a powerful illustration 

of the benefits of PS application 

usage and integration.  Across 

all application categories, top 

performing firms are more 

likely to have implemented a 

commercial business application and much more likely to have integrated it with the core financial 

application.  Likewise, top performing organizations are much more likely to have integrated their CRM 

and PSA applications to provide real-time visibility and collaboration between sales and service delivery.  

This visibility gives them much greater insight into customer information and promotes sharing of 

customer information which enhances both sales and service delivery effectiveness.   

Table 19:  Best-of-the-Best Business App. Adoption, Integration, Satisfaction 

Solution  Best Rest Delta 

Financial solution used 100.0% 95.0% 5% 

Satisfaction with financial solution 3.95  3.69  7% 

Commercial CRM solution 91.7% 86.1% 7% 

Satisfaction with CRM solution 4.17  4.00  4% 

CRM is integrated with ERP 47.6% 42.9% 11% 

Commercial PSA  95.8% 79.1% 21% 

Satisfaction with PSA solution 4.17  3.77  11% 

PSA is integrated with ERP 71.4% 55.5% 29% 

Level of CRM and PSA Integration 58.3% 35.4% 65% 

Commercial HCM solution 83.3% 55.5% 50% 

Satisfaction with HCM solution 4.05  3.67  10% 

HCM is integrated with ERP 52.8% 39.9% 32% 

KM solution 88.9% 60.7% 46% 

Satisfaction with KM solution 4.13  3.66  13% 

Remote service delivery tool 91.7% 76.7% 20% 

Satisfaction with RSD solution 4.33  3.86  12% 

Social networking tool 91.3% 81.3% 12% 

Satisfaction with social networking tool 4.00  3.68  9% 
 

Source: Service Performance Insight, February 2016 
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Best-of-the-Best Conclusions 

Each year it is inspiring to meet with leaders of the Best-of-the-Best organizations.  They are justifiably 

proud of the unique Professional Services organizations they have built, but their pride is focused on 

their employees and client results, not on themselves.  An area that sets the leaders apart is their in-

depth knowledge of their markets and solutions.  They understand and have visibility to all aspects of 

the business, despite the fact that many of them run very large organizations.   

More than average firms, they are truly passionate about building an exceptional organization, not just 

for today, but for decades to come.  They are willing to honestly look at themselves and the business 

and make changes to ensure they continue to be the premium firm.  Their sterling reputation for 

delivering high quality results is a key ingredient in their success as most often new business comes from 

referrals.  One executive spoke of a CIO client that had brought them into four different organizations as 

he made career moves.   

aŀƴȅ ƻŦ ǘƘƛǎ ȅŜŀǊΩǎ .Ŝǎt-of-the-Best have been winners year-after-year both throughout the great 

recession and now again when the consulting market is hot.  The independents have aligned themselves 

with the latest and greatest technologies.  They are constantly reinventing themselves to ensure they 

are on the cutting edge of the best technology solutions for their markets.  The leaders of the embedded 

PSOs have a seat at the executive table ς PS is seen as a critical element of the business and a major 

source of revenue, profit and client product adoption.   

Excellence is within the grasp of all PS organizations ς but it takes hard work, determination and 

constant vigilance.  Service Performance Insight finds it gratifying that leading organizations rely on the 

t{ aŀǘǳǊƛǘȅϰ ōŜƴŎƘƳŀǊƪ ǘƻ ƎǳƛŘŜ ǘƘŜƛǊ ƛƴǾŜǎǘƳŜƴǘǎ ŀƴŘ ǇŜǊŦƻǊƳŀƴŎŜΦ  ά¸ƻǳ ƎŜǘ ǿƘŀǘ ȅƻǳ ƳŜŀǎǳǊŜέ ǎƻ 

ǊŜŦŜǊŜƴŎŜ ǘƘŜ ǎǳǇŜǊƭŀǘƛǾŜ ǊŜǎǳƭǘǎ ƻŦ ǘƘƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-the-Best to build your own organizations for the 

future!  
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5. Professional Services Business Applications 

¢ƘŜ ƎǊƻǿǘƘ ŜƴƎƛƴŜ ƻŦ ǘƘŜ ǿƻǊƭŘΩǎ 

economy has shifted from manufacturing 

to project-based, people-centric services 

businesses.  These businesses rely on 

project-based Enterprise Resource 

Planning (ERP), also known as Services 

Resource Planning (SRP), applications to 

manage the financial aspects of the firm. 

These solutions automate core business 

processes such as quote-to-cash, 

resource and talent management, time 

capture and billing, and provide the real-time visibility necessary to improve organizational efficiency 

and effectiveness.    

Services firms are uniquely people-driven organizations.  They depend on the knowledge and skills of a 

talented workforce to sell, staff and deliver a range of services typically on a project or contract basis. 

The fundamental financial requirements of service-based businesses are very different from classic 

manufacturing and supply-chain focused ERP applications as they must include functionality for 

managing resources (people) and projects (tasks).  Increasingly, project-based ERP application providers 

also add rich talent management capabilities to support recruiting, on-boarding, compensating and 

rewarding the employees who are the core asset of service-based businesses.   

Project- and service-based extensions to enterprise ERP applications started to appear in the ƭŀǘŜ мффлΩǎ 

at the same time stand-alone Professional Service Automation (PSA) solutions supporting resource 

scheduling and time capture and billing became available.  Over the past fifteen years, project 

accounting, resource management and time capture and billing modules have been added to many ERP 

applications.  Now most project-based ERP providers also add Human Capital Management (HCM) or 

talent management extensions to accentuate the important role that recruitment and engagement of a 

ǘŀƭŜƴǘŜŘ ǿƻǊƪŦƻǊŎŜ Ƙŀǎ ƛƴ ǘƻŘŀȅΩǎ ŜŎƻƴƻƳȅΦ  {ǳǇǇƻǊǘ ŦƻǊ ǎǇŜŎƛŀƭƛȊŜŘ ōƛƭƭƛƴƎ ƳŜǘƘƻŘǎ ŀƴŘ ŎƻƳǇƭŜȄ 

revenue recognition rules for time and materials, work-in-process, deliverables-based or percentage 

completion are also important project-based ERP extensions. 

This chapter provides PS executives and software application providers insight into the level of market 

adoption, integration and satisfaction with core Professional Services business applications from this 

ȅŜŀǊΩǎ benchmark survey.  It is not intended to be an overall application market adoption survey.  The 

solutions highlighted in this chapter help PSOs optimize operational effectiveness through increased 

visibility, streamlined business processes and cost management.    
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Primary Professional Services Business Applications 

A project-based ERP system 

is an integrated information 

management system that 

manages the capture and 

flow of information across 

departments and functions.  

It includes a common 

enterprise-wide database 

and various application 

modules to support 

fundamental business 

activities, such as 

accounting, finance, sales, 

marketing, resource and 

project management and 

human resources. An ERP 

system is used to 

standardize business 

processes and provide 

reports, insight and control for both revenue and costs.    

The value of such a system is to enable critical information to be analyzed and shared across the 

organization for more insightful and timely decision-making.  For purposes of this report, SPI Research 

considers Project-Based ERP solutions to have several modules that include: 

D Financial Management or Enterprise Resource Planning (ERP): The fundamental solution 

required to accurately collect and report financial transactions.   

D Client Relationship Management (CRM): The automation of client relationship processes to 

improve sales and marketing efficiency and effectiveness.  

D Professional Services Automation (PSA): The initiation, planning, execution, close and control of 

projects and services through the management and scheduling of resources that include people 

(both internal and partners), materials and equipment.   

D Human Capital Management (HCM): Talent management solutions for recruiting, hiring, 

compensation, goal-setting and career and performance management which rely on integration 

with and extracts from the employee database.   

D Business Intelligence (BI): The assembly and use of information to improve decision-making.  

Both embedded and independent professional service organizations require similar functionality.  The 

ǎŜǊǾƛŎŜ ƛƴŘǳǎǘǊȅΩǎ ǳǎŜ ƻŦ ǘŜŎƘƴƻƭƻƎȅ Ƙŀǎ ǘȅǇƛŎŀƭƭȅ ƭŀƎƎŜŘ ǘƘŜ ƳŀƴǳŦŀŎǘǳǊƛƴƎ sector but the global size, 

complexity and growth ƻŦ ǘƻŘŀȅΩǎ ǎŜǊǾƛŎŜ ōǳǎƛƴŜǎǎŜǎ Ƙŀǎ ƛƴŎǊŜŀǎŜŘ ǘƘŜ ƴŜŜŘ for specialized applications 

Figure 24:  Core Professional Services Business Applications 

Source: Service Performance Insight, February 2016 
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along with the demand for real-time information.  Table 20 shows the various departments within a 

typical professional services organization (with more than 30 people), and depicts departmental 

requirements and core business applications.   

Table 20:  PSO Departments and Information Needs 

Department Core Requirements Core Applications 

Executive & 
Administrative 

Strategic planning, budgeting, management reporting, decision 
support 

Business Intelligence, Budgeting, 
Planning and Reporting 

Human 
Resources 

Payroll, Benefits, Recruiting, Hiring, Training, Compensation, 
Performance and Career Management 

Human Capital Management. 
Payroll, Benefits 

Legal Patents, law suits, contract management and approvals Contract or Case Management 

Finance & 
Accounting 

Financial management, operations, planning, forecasting, budgeting.  
Time & expense capture, billing, collections. 

Financials, Budgeting & Planning, 
BI 

Marketing & 
Sales 

Marketing automation, sales force automation, account, contact and 
territory management, pricing & proposals. 

Marketing Automation 
Client Relationship Management, 
Contract Management 

Purchasing Material, equipment and external service procurement. Procurement 

Service Delivery 

Estimating, Project Management, Resource management and 
staffing, Knowledge Management and Collaboration, Quality 
Management.  Social networking tools and web and video 
conferencing and remote service delivery tools.   

Professional Services Automation: 
(Project Management, Resource 
Management, Knowledge 
Management, Collaboration, 
Remote Service Delivery) 

Information 
Technology 

Project scheduling, technology evaluation, systems development 
and implementation 

Application Lifecycle Mgmt., 
Project Portfolio Management 

Research & 
Development 

New service development; knowledge sharing; template, tool and 
methodology development 

Product Lifecycle Management 
(PLM), Knowledge Management, 
Code Repository 

Source: Service Performance Insight, February 2016 

PS Solution Adoption 

!ŎŎƻǊŘƛƴƎ ǘƻ ǘƘƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅΣ ǊŜǇƻǊǘŜŘ commercial adoption declined in all categories except ERP, 

Human Capital Management and Business Intelligence.  As this survey represented a much larger 

number of participants (549 compared to 220 last year) it is a more accurate representation of global PS 

business application adoption.  The abundance of high quality, affordable cloud-based solutions has 

enabled greater numbers of PSOs to adopt commercial business solutions yet a surprisingly high number 

ƻŦ ŦƛǊƳǎ ǎǘƛƭƭ ǊŜƭȅ ƻƴ ŀƴǘƛǉǳŀǘŜŘ ƘƻƳŜƎǊƻǿƴ ŀǇǇƭƛŎŀǘƛƻƴǎ ŀƴŘ ǎǇǊŜŀŘǎƘŜŜǘǎΦ {tLΩǎ ŘƛǎŎǳǎǎƛƻƴǎ ǿƛǘƘ the 

leading application providers shows that cloud is outselling non-cloud by a factor of greater than five-to-

one.  Cloud solutions are especially important in the professional services sector, as ǘƻŘŀȅΩǎ ǾƛǊǘǳŀƭ 

consulting organizations may have skilled employees located across the globe, not collocated in physical 

offices.  The cloud has enabled PS executives and workers at all levels greater mobile access to the 

information they need to improve visibility and management control of resources and projects. 
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Figure 21 compares the 

adoption of commercial 

solutions versus home 

grown, and organizations 

that still rely on 

spreadsheets.  The table 

shows less than 5% of the 

organizations surveyed do 

not have a formal ERP 

solution, meaning they 

probably use Excel and email 

to run the business.   

CRM is the number two 

solution in terms of 

adoption, with 

approximately 86% using a 

commercial solution.  CRM adoption surpassed PSA adoption five years ago when cloud-based CRM 

applications, primarily from Salesforce.com, became the standard.  CRM usage is often misleading as 

many firms may only purchase a limited number of sales seats whereas they require PSA functionality 

(and licenses) for all billable members of the organization.  More and more firms are also investing in 

Marketing Automation to generate leads, track prospects and build the brand.  

Figure 25:  Commercial Solution Adoption  

 

Source: Service Performance Insight, February 2016 

Table 21:  Commercial Solution Adoption  

Solution  2013 2014 2015 

Enterprise Resource Planning (ERP)  89.5% 92.2% 95.3% 

Client Relationship Management (CRM)  88.5% 87.4% 86.3% 

Social Media (SM) 87.9% 88.8% 81.7% 

Professional Services Automation (PSA)  77.6% 81.5% 79.8% 

Remote Service Delivery (RSD) 82.0% 84.1% 77.4% 

Knowledge Management (KM)  56.5% 63.6% 61.8% 

Human Capital Management (HCM)  42.6% 46.4% 56.8% 

Project Portfolio Management (PPM) N/A N/A 49.2% 

Business Intelligence (BI)  33.7% 35.1% 45.4% 
 

Source: Service Performance Insight, February 2016 
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SPI Research continues to see increased adoption of PSA business solutions (80%). Increasingly legacy 

on-premise applications are being replaced by cloud-based PSA applications. Many standalone PSA 

solutions ŀǊŜ ƴƻǘ ȅŜǘ ƛƴǘŜƎǊŀǘŜŘ ǿƛǘƘ ǘƘŜ ŎƻǊŜ ŦƛƴŀƴŎƛŀƭ ό9wtύ ǎƻƭǳǘƛƻƴΦ   {tLΩǎ ǊŜǎŜŀǊŎƘ Ŏƻƴǘƛƴǳŀƭƭȅ Ǉƻƛƴǘǎ 

to application integration as a key enabler of superlative business performance.   

Human Capital Management (HCM) applications have experienced the greatest growth in PS adoption.  

As new cloud-based, powerful HCM applications have come to market expect to see adoption continue 

to rise to equal or even surpass PSA.  It only makes sense that people, the crown jewels of the consulting 

profession, will benefit from applications which empower employees to manage their own skill and 

career development.  Further, the HCM financial benefits in improved recruiting are significant as the 

average PSO spends more than 2% of total revenue on recruiting and another 1 to 2% on training.  

Table 22 compares business solution adoption and satisfaction along with the level of ERP integration.  

As the Professional Service industry is larger and more established in North America, business 

application adoption for the major applications (ERP, CRM and PSA) leads both EMEA and APAC.  

However, as cloud applications have become more pervasive, PS application usage in Asia Pacific has 

significantly surpassed EMEA in all categories.  Now Asia Pacific adoption of PPM (Project Portfolio 

Management), KM (Knowledge Management), Remote Service Delivery and Social Networking have 

even surpassed North America.  Application satisfaction is highest in Asia Pacific and lowest in EMEA.   

Table 22:  Business Application Use by Organization Type and Geographic Region 

Key Performance Indicator (KPI) 2015 ESO PSO Americas EMEA APac 

Commercial ERP solution used 95.3% 96.9% 94.5% 96.9% 91.4% 94.1% 

Satisfaction with ERP solution 3.70  3.55  3.78  3.70  3.64  3.93  

Commercial CRM solution 86.3% 96.5% 81.4% 89.2% 79.3% 83.3% 

Satisfaction with CRM solution 4.01  4.05  3.98  4.04  3.89  4.03  

CRM is integrated with ERP 43.2% 50.0% 39.2% 43.9% 40.3% 45.2% 

Commercial PSA solution 79.8% 82.1% 78.8% 81.1% 76.3% 80.6% 

Satisfaction with PSA solution 3.79  3.65  3.86  3.76  3.87  3.80  

PSA is integrated with ERP 56.4% 54.0% 57.6% 56.8% 54.5% 58.3% 

Commercial HCM solution 56.8% 66.9% 52.0% 63.1% 41.1% 51.4% 

Satisfaction with HCM solution 3.70  3.56  3.78  3.72  3.54  3.86  

HCM is integrated with ERP 40.7% 39.7% 41.4% 43.1% 31.8% 40.9% 

Commercial BI solution 45.4% 50.6% 42.9% 45.9% 46.2% 37.1% 

Satisfaction with BI solution 3.70  3.74  3.68  3.70  3.70  3.74  

BI is integrated with ERP 50.8% 60.2% 45.3% 54.9% 40.8% 44.7% 

Commercial PPM solution 49.2% 51.0% 48.4% 50.0% 45.3% 55.9% 

Satisfaction with PPM solution 3.67  3.80  3.59  3.74  3.49  3.58  

PPM is integrated with ERP 28.1% 26.8% 28.8% 31.1% 24.0% 16.7% 

Commercial KM solution 61.8% 70.3% 57.5% 62.4% 55.2% 79.4% 
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Key Performance Indicator (KPI) 2015 ESO PSO Americas EMEA APac 

Satisfaction with KM solution 3.69  3.70  3.68  3.70  3.56  3.89  

Comm. Remote service delivery tool 77.4% 88.2% 72.0% 80.8% 66.7% 83.3% 

Satisfaction with RSD solution 3.88  3.95  3.84  3.90  3.72  4.14  

Commercial Social networking tool 81.7% 73.8% 85.5% 80.1% 83.3% 91.4% 

Sat. with social networking tool 3.70  3.70  3.70  3.73  3.62  3.73  

CRM / PSA integration 36.4% 41.2% 34.1% 35.3% 37.5% 43.2% 

Source: Service Performance Insight, February 2016 

The level of solution adoption is generally higher within embedded PS organizations.  Table 22 shows 

CRM is significantly more prevalent in embedded service organizations than in independents (PSOs), but 

this is to be expected because embedded service organizations (ESOs) tend to be larger and have a 

strong product-oriented sales force who are responsible for bringing services into deals.  Generally, 

these organizations are part of a larger product organization; larger organizations must rely more 

heavily on business applications to improve performance. 

As one might expect, Table 23 shows higher levels of solution adoption as organizations grow in size.  

And for the most part, greater solution integration with core financials also increases as organizations 

grow.  Even with the proliferation of affordable and easy-to-use cloud solutions, the smallest 

organizations will always lag in their adoption rates. SPI Research has seen adoption increase in both 

large and small organizations.  This figure highlights the importance professional services organizations 

have placed on building a strong financial application infrastructure to enhance visibility and 

management control resulting in higher productivity and profit.  

 Table 23:  Business Application Use by Organization Size  

Key Performance Indicator (KPI) Under 10 10 - 30 31 - 100  101 - 300 301 - 700 Over 700 

Commercial ERP solution used 66.7% 98.7% 97.0% 100.0% 100.0% 100.0% 

Satisfaction with ERP solution 4.03  3.57  3.64  3.66  3.46  4.04  

Commercial CRM solution 70.4% 81.8% 90.3% 84.0% 98.1% 92.3% 

Satisfaction with CRM solution 3.97  4.08  3.96  4.00  3.94  4.08  

CRM is integrated 36.1% 34.5% 36.5% 44.1% 48.0% 61.4% 

Commercial PSA solution 58.2% 83.9% 82.6% 75.8% 82.7% 88.5% 

Satisfaction with PSA solution 3.91  3.83  3.85  3.62  3.59  4.00  

PSA is integrated 46.6% 50.7% 55.4% 61.0% 55.8% 61.9% 

Commercial HCM solution 21.2% 40.7% 56.6% 65.0% 67.3% 84.6% 

Satisfaction with HCM solution 3.73  3.75  3.73  3.62  3.43  3.86  

HCM is integrated 45.5% 24.2% 40.8% 35.0% 44.4% 54.8% 
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Key Performance Indicator (KPI) Under 10 10 - 30 31 - 100  101 - 300 301 - 700 Over 700 

Commercial BI solution 22.2% 34.5% 46.4% 48.7% 44.9% 76.9% 

Satisfaction with BI solution 3.50  3.74  3.63  3.73  3.60  3.60  

BI is integrated 30.8% 31.3% 52.3% 53.4% 53.4% 55.6% 

Commercial PPM solution 34.0% 40.5% 51.7% 47.7% 56.8% 54.2% 

Satisfaction with PPM solution 3.76  3.27  3.74  3.74  3.33  3.85  

PPM is integrated 15.6% 19.0% 13.9% 37.8% 21.4% 45.5% 

Commercial KM solution 45.8% 52.6% 61.1% 58.3% 71.7% 87.0% 

Satisfaction with KM solution 3.57  3.75  3.63  3.55  3.63  4.00  

Comm. Remote service delivery tool 52.8% 77.0% 80.0% 75.7% 84.3% 84.6% 

Satisfaction with RSD solution 3.74  3.75  3.97  3.71  4.05  3.81  

Commercial Social networking tool 83.0% 81.4% 86.9% 80.7% 73.5% 72.0% 

Satisfaction with social networking tool 3.67  3.77  3.73  3.49  3.56  3.93  

CRM / PSA integration 26.4% 41.7% 38.0% 28.9% 31.5% 53.6% 

Source: Service Performance Insight, February 2016 

Table 24 shows embedded services organizations (Software/SaaS/Hardware PS) have somewhat higher 

adoption rates than independents.  Generally, these organizations are part of a larger product 

organization, larger organizations tend to rely more heavily on business applications to improve 

performance. Architects and Engineers reported the lowest level of application usage across all 

categories.  This is clearly an area for improvement across the construction industries.  

Table 24:  Business Application Use by Vertical Service Market  

Key Performance Indicator (KPI) IT 
Consult 

Software 
PS 

Mgmt. 
Consult 

Arch./ 
Engr. 

SaaS  
Mgd. 

Services 
Hardware 

Commercial ERP solution used 97.0% 96.3% 93.3% 86.7% 97.3% 93.3% 100.0% 

Satisfaction with ERP solution 3.80  3.41  4.00  3.76  3.46  3.85  3.62  

Commercial CRM solution 86.6% 95.3% 75.8% 69.6% 97.6% 93.8% 100.0% 

Satisfaction with CRM solution 4.09  3.95  4.14  3.50  4.22  4.07  3.80  

CRM is integrated 36.3% 50.6% 30.4% 53.1% 44.7% 50.0% 53.3% 

Commercial PSA solution 86.5% 84.9% 65.2% 77.1% 85.7% 56.3% 93.3% 

Satisfaction with PSA solution 3.89  3.59  3.96  3.84  3.58  3.91  3.71  

PSA is integrated 57.0% 53.7% 43.2% 72.4% 45.9% 59.1% 57.1% 

Commercial HCM solution 56.3% 65.4% 42.9% 43.5% 68.3% 73.3% 66.7% 

Satisfaction with HCM solution 3.79  3.46  3.70  3.90  3.77  3.55  3.36  
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Key Performance Indicator (KPI) IT 
Consult 

Software 
PS 

Mgmt. 
Consult 

Arch./ 
Engr. 

SaaS  
Mgd. 

Services 
Hardware 

HCM is integrated 38.9% 35.2% 33.3% 54.8% 40.4% 33.3% 54.5% 

Commercial BI solution 47.2% 48.1% 39.7% 38.3% 46.3% 56.3% 60.0% 

Satisfaction with BI solution 3.77  3.67  3.39  3.75  3.96  3.80  3.27  

BI is integrated 44.3% 52.4% 35.7% 50.0% 64.3% 65.0% 63.6% 

Commercial PPM solution 48.4% 42.0% 52.6% 45.2% 57.5% 68.8% 66.7% 

Satisfaction with PPM solution 3.71  3.72  3.50  3.50  4.05  3.90  3.70  

PPM is integrated 34.3% 25.0% 14.0% 13.3% 25.0% 35.0% 38.9% 

Commercial KM solution 64.2% 76.1% 56.1% 40.0% 70.0% 81.3% 66.7% 

Satisfaction with KM solution 3.80  3.57  3.61  3.33  3.78  3.82  3.90  

Comm. Remote service delivery 81.0% 91.6% 69.2% 53.2% 90.5% 68.8% 86.7% 

Satisfaction with RSD solution 3.85  4.04  3.74  4.04  4.00  3.50  3.62  

Comm. Social networking tool 88.7% 71.3% 90.8% 76.6% 76.9% 68.8% 73.3% 

Sat. with social networking tool 3.77  3.70  3.72  3.40  3.75  3.44  3.40  

CRM / PSA integration 38.1% 37.4% 30.9% 30.0% 41.7% 41.2% 50.0% 

Source: Service Performance Insight, February 2016 

Table 25 shows VARs and Marketing and Communication firms rely on ERP and CRM applications with 

100% adoption reported. Across the board, application adoption for Accountancies lags other industry 

segments.  This clearly needs to change as accountancies are experiencing more price pressure and 

commoditization than most other market segments.  A key impediment is that many accountancies still 

rely on complex, homegrown legacy applications.  They should strongly consider moving more of their 

applications to the new breed of cost-effective cloud-based solutions to modernize their operations.  

Table 25:  Business Application Use by Vertical Service Market  

Key Performance Indicator (KPI) R&D VAR Account MarCom Staff Other PS 

Commercial ERP solution used 93.3% 100.0% 100.0% 100.0% 87.5% 100.0% 

Satisfaction with ERP solution 3.43  4.14  3.78  3.09  2.80  4.30  

Commercial CRM solution 66.7% 100.0% 83.3% 100.0% 77.8% 75.0% 

Satisfaction with CRM solution 3.60  4.36  3.60  3.83  3.43  4.33  

CRM is integrated 70.0% 57.1% 55.0% 33.3% 35.7% 50.0% 

Commercial PSA solution 86.7% 71.4% 50.0% 75.0% 66.7% 70.0% 

Satisfaction with PSA solution 3.62  4.00  3.33  3.89  3.67  3.50  

PSA is integrated 77.3% 75.0% 50.0% 44.4% 50.0% 83.3% 
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Key Performance Indicator (KPI) R&D VAR Account MarCom Staff Other PS 

Commercial HCM solution 53.3% 64.3% 50.0% 45.5% 55.6% 80.0% 

Satisfaction with HCM solution 3.88  3.67  3.67  3.83  3.40  3.88  

HCM is integrated 78.6% 55.6% 41.7% 25.0% 30.0% 50.0% 

Commercial BI solution 35.7% 61.5% 50.0% 20.0% 55.6% 22.2% 

Satisfaction with BI solution 3.60  4.00  3.33  4.00  3.33  4.00  

BI is integrated 90.0% 77.8% 60.0% 25.0% 58.3% 33.3% 

Commercial PPM solution 42.9% 38.5% 25.0% 66.7% 55.6% 55.6% 

Satisfaction with PPM solution 3.50  3.20  3.00  3.50  3.20  3.80  

PPM is integrated 70.0% 0.0% 16.7% 20.0% 30.0% 50.0% 

Commercial KM solution 71.4% 30.8% 41.7% 50.0% 33.3% 66.7% 

Satisfaction with KM solution 3.30  4.25  3.00  4.75  4.33  3.17  

Comm. Remote service delivery 78.6% 85.7% 50.0% 80.0% 55.6% 50.0% 

Satisfaction with RSD solution 3.73  4.00  4.00  3.63  4.20  3.40  

Comm. Social networking tool 71.4% 85.7% 66.7% 90.0% 100.0% 60.0% 

Sat. with social networking tool 3.56  4.00  3.63  4.00  3.56  3.40  

CRM / PSA integration 36.7% 53.6% 15.4% 29.2% 44.4% 16.7% 

Source: Service Performance Insight, February 2016 

Solution Satisfaction 

Table 26 shows 

application 

satisfaction (1: very 

dissatisfied to 5: 

very satisfied). 

Satisfaction with 

CRM tops the list 

followed by Remote 

Service Delivery and 

PSA. Satisfaction 

levels are the same 

for ERP, Social 

Media, Human 

Capital Management 

Table 26:  Solution Satisfaction  

Solution  2012 2013 2014 2015 

Client Relationship Management (CRM)   3.92 4.04 3.93 4.01 

Remote Service Delivery and Collaboration   4.25 4.05 3.86 3.88 

Professional Services Automation (PSA)   3.84 3.85 4.07 3.79 

Enterprise Resource Planning (ERP)  3.67 3.74 3.68 3.70 

Social Media 4.02 3.91 3.89 3.70 

Human Capital Management (HCM)   3.66 3.55 3.61 3.70 

Project Portfolio Management (PPM) NA NA NA 3.67 

Business Intelligence (BI)   3.68 3.65 3.76 3.70 

Knowledge Management (KM)   3.67 3.56 3.74 3.69 

 

Source: Service Performance Insight, February 2016 
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and Business Intelligence (BI) satisfaction. Knowledge Management garnered the lowest satisfaction 

ratings.   

CƛƴŀƴŎƛŀƭ aŀƴŀƎŜƳŜƴǘ !ǇǇƭƛŎŀǘƛƻƴǎ ό9ƴǘŜǊǇǊƛǎŜ ƻǊ {ŜǊǾƛŎŜ wŜǎƻǳǊŎŜ tƭŀƴƴƛƴƎύ 

Finance and Accounting, (ERP or SRP), is the primary application required 

to accurately collect, bill and report financial transactions.  ERP collects 

and manages all financial information (expenses, invoices, etc.) to 

provide management reporting and visibility into total service revenue, 

cost and profitability.  Project-driven, human capital intense businesses 

like professional services have unique financial management 

requirements including support for complex contract types and billing 

arrangements.  Revenue recognition is also complex and must conform 

to local accounting and taxation rules while providing support for 

multicurrency, multilingual transactions for global firms.  Seamless 

integration between the system of record (PSA) for managing resources 

and projects and the financial management solution for payroll, expense 

management, invoicing, revenue recognition and project accounting is 

critical.  
 

Figure 26:  Financial Management Solution Used  

 

Source: Service Performance Insight, February 2016 

Figure 26 shows NetSuite is the leading financial solution in this year's benchmark with over 26% of 

survey respondents using it.  QuickBooks from Intuit, typically number one, declined to the number two 

position.  QuickBooks market-share is expected to continue to decline as more cost effective low end 
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solutions come to market with the project accounting and resource management functionality required 

by PS firms. Microsoft Dynamics, SAP and Oracle are also strong competitors in this market. SAP and 

Oracle financials still dominate with the largest organizations but they are increasingly feeling pressure 

ŦǊƻƳ ²ƻǊƪŘŀȅ ŀǎ ²ƻǊƪŘŀȅΩǎ ǇŜƻǇƭŜ-centric ERP is more appropriate for PS organizations. Many of the 

smaller organizations (less than 10 employees) do not use a financial management solution.  Also, a few 

of the larger organizations said they did not have an ERP solution, as their financial information is 

managed by the corporate solution, which they did not list.   

The figure highlights (light green) that a number of firms use either homegrown solutions, other 

commercial solutions not included on the list, or no official financial solution at all.  The financial 

management solution is critical for managing PS finance and accounting, regulatory reporting and profit 

analysis.   

/ƭƛŜƴǘ wŜƭŀǘƛƻƴǎƘƛǇ aŀƴŀƎŜƳŜƴǘ ό/waύ 

CRM supports the management of client relationships and is designed to 

improve sales and marketing effectiveness.  CRM automates lead, 

contact and campaign management, sales pipeline forecasting and 

territory management.  Many CRM applications also provide powerful 

call center functionality for issue management; call handling; trouble 

ticketing and problem resolution.  CRM allows PSOs to track clients 

through the engagement (bid to bill) lifecycle, and to specifically target 

customer segments and offers by understanding details of the 

relationship.  CRM supports analysis by client, geography and portfolio. 

Figure 27:  Client Relationship Management (CRM) Solution Used  

 

 Source: Service Performance Insight, February 2016 
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Figure 27 shows Salesforce.com dominance once again with use by 42% of the organizations surveyed.  

Microsoft Dynamics CRM, is again number two, with slightly over 15%. Its cloud offering is rapidly 

growing in market share.  

NetSuite is the third leading CRM 

ǇǊƻǾƛŘŜǊ ƛƴ ǘƘƛǎ ȅŜŀǊΩǎ 

benchmark. Because of the 

dominance of Salesforce.com, 

there are very few independent 

CRM providers found in the 

benchmark.  Most of the others 

are part of an ERP suite, which 

ǎǳǇǇƻǊǘ {tLΩǎ ǊŜǎŜŀǊŎƘ ǘƘŀǘ ǎƘƻǿǎ 

approximately 50% of 

organizations prefer independent 

best-of-breed solutions, while 

the other 50% prefer 

comprehensive integrated 

solutions provided by the ERP 

vendors.   

Table 27 compares organizations using CRM to those who do not.  13% of the organizations surveyed do 

not use any type of CRM solution.  The table shows organizations using CRM are larger than those who 

do not use it.  As the table shows, CRM definitely benefits organizations in terms of growth. CRM users 

have larger sales pipelines, more revenue from new clients and substantially more revenue per 

consultant and employee.  It also has a positive impact on the profitability of the work delivered, as 

improved sales effectiveness leads to a more efficient use of resources down the line. Profitability is 

clearly enhanced when CRM is integrated with PSA and the ERP application.  

Table 28 further depicts CRM 

impact, comparing those 

organizations not using CRM at 

all to those organizations using 

non-integrated CRM, and 

comparing them to organizations 

using CRM integrated to the core 

financial solution.  This table 

highlights the benefits 

organizations receive as they 

move from nonintegrated CRM 

to integrated CRM. While these 

benefits might not be 

revolutionary, they do underscore greater visibility and improved alignment between sales and service 

delivery.  These benefits are amplified as organizations grow.  

Table 27:  Impact ð Client Relationship Management (CRM) Use 

KPI 
CRM 
Used 

CRM Not 
Used 

Ʒ 

Survey responses (commercial CRM) 460 73  

PSO size (employees) 674  330  105% 

Year-over-year change in PS revenue 10.7% 7.1% 51% 

Year-over-year change in PS headcount 8.2% 5.4% 52% 

Deal pipeline relative to qtr. bookings 
forecast 

178% 129% 38% 

New Clients 28.9% 19.8% 46% 

Annual revenue per billable consultant (k) $200  $179  12% 

Annual revenue per employee (k) $160  $137  17% 

EBITDA 15.5% 13.7% 14% 
 

Source: Service Performance Insight, February 2016 

Table 28:  Impact ð Commercial CRM Integration 

KPI 
CRM Not 

Used 
Used, Not 
Integrated 

Used, 
Integrated 

Survey responses 73  167  262  

Revenue from new clients 19.8% 29.5% 29.0% 

Year-over-year change in PS 
headcount 

5.4% 7.4% 8.9% 

Deal pipeline relative to qtr. 
bookings forecast 

129% 181% 175% 

EBITDA 13.7% 13.9% 17.5% 
 

Source: Service Performance Insight, February 2016 
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tǊƻŦŜǎǎƛƻƴŀƭ {ŜǊǾƛŎŜ !ǳǘƻƳŀǘƛƻƴ όt{!ύ 

PSA provides the systems basis for initiation, planning, execution, close 

and control of projects and service delivery.  It helps manage key service 

execution processes including resource management and staffing, project 

management and collaboration, along with time and expense capture 

and billing.  As management and control of service execution has become 

more important, and the applications have matured to become easy to 

use and implement, PSA solutions have become increasingly popular.  

{ƻƳŜ ǎƻŦǘǿŀǊŜ ǾŜƴŘƻǊǎ ǳǎŜ ǘƘŜ ǘŜǊƳ ά{ŜǊǾƛŎŜǎ wŜǎƻǳǊŎŜ tƭŀƴƴƛƴƎ ό{wtύέ 

to distinguish their solutions from PSA.  SRP solutions typically include 

both CRM and invoicing capabilities, as those are generally handled by 

the core CRM and ERP modules.  Larger PSOs rely more heavily on their core ERP solutions to manage 

any external transactions which means PSA integration is imperative as billing, collection, expense 

management and payroll are all managed in the ERP solution.  

Figure 28:  Professional Services Automation (PSA) Solution Used  

 

 

 Source: Service Performance Insight, February 2016 

 

Figure 28 shows NetSuite/OpenAir as the most adopted PSA solution in this year's survey with 

approximately 28% (149 firms) of the survey.  None is the second-most prevalent solution with 20% (93 

firms) of survey respondents not using a PSA.  Interestingly, the average size of the organizations who do 

not use a PSA is quite large at 329 PS employees.  Assistance PSA, a newcomer to this benchmark, came 

in third with 10% (51 firms) primarily based in EMEA. Projector came in fourth with 9% (50 firms). 

FinancialForce, based on the Salesforce 1 platform and jointly funded by UNIT4 and Salesforce, moved 

into fifth place with 6% (33 firms.). Kimble, a PSA provider built on the Salesforce 1 platform, has gained 
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considerable market momentum particularly in Europe with 6% (31 firms) of benchmark participants 

using it.  Clarizen gained ground with a strong showing of 3% (14 firms).  A host of additional PSA 

providers ς Deltek, SAP, Changepoint, Microsoft Dynamics, Oracle, Tenrox and Workday all provide PS-

centric PSA and/or financial applications.  

Table 29 compares PSOs using 

PSA solutions to those that do 

not.  The results in this table are 

very powerful.  Professional 

Services Automation solutions 

continue to drive significant 

operational performance 

benefits, which ultimately yield 

higher revenue and profit for 

professional services 

organizations.  The use of PSA is 

on the rise due to the need to 

better manage projects and 

resources, especially in more 

technical disciplines, as it has 

become increasingly difficult to 

find, hire, retain and deploy 

talent.  PSA solutions help match 

the right resources, with the right 

skills at the right time to the right 

projects.  PSA solutions yield a 

number of core benefits to PSOs, 

but most executives only need to 

look to the 4% increase in billable 

utilization, as the reason to select 

PSA.  Almost all key metrics 

improve with PSA adoption.  As 

shown in the table these systems 

pay for themselves with a 25% 

improvement in net profit.   

Table 30 highlights the benefit of 

integrated PSA versus standalone 

PSA. Again, the results 

demonstrate integrated PSA 

enables organizations to operate at higher levels of efficiency. Perhaps most notable in this table is the 

increase in billable utilization well as overall profitability, as PSOS move to integrated PSA versus 

standalone. 

Table 29:  Impact ð Professional Services Automation (PSA) Use 

KPI 
PSA 
Used 

Not 
Used 

Ʒ 

Survey responses 424 107  

Year-over-year change in PS revenue 11.2% 6.3% 78% 

Year-over-year change in PS headcount 8.4% 5.4% 57% 

% of employees billable or chargeable 72.1% 63.7% 13% 

Concurrent projects managed by PM 5.94  5.23  14% 

Employee billable utilization 71.3% 67.3% 6% 

Annual revenue per billable consultant (k) $199  $191  4% 

Project Margin 33.4% 32.9% 2% 

EBITDA  15.9% 12.8% 25% 
 

Source: Service Performance Insight, February 2016 

Table 30:  Impact ð Commercial PSA Integration 

KPI 
PSA Not 

Used 
Used, Not 
Integrated 

Used, 
Integrated 

Survey responses 107  96  153  

% of employees billable 63.7% 70.8% 72.1% 

Year-over-year change in PS 
headcount 

5.4% 8.4% 8.6% 

Deal pipeline relative to qtr. 
bookings forecast 

144% 169% 182% 

Billable utilization 67.3% 68.7% 72.1% 

Use a std. delivery 
methodology 

61.5% 66.7% 67.7% 

Revenue / employee (k) $147  $153  $158  

EBITDA 12.8% 13.4% 14.6% 
 

Source: Service Performance Insight, February 2016 
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Because the delivery of services is where PSOs make their money, and because PSA is the primary 

application utilized by project managers and others responsible for services delivery, it is easy to 

understand why the operational and financial benefits are so significant.  SPI Research has always 

recommended organizations with more than 20 employees utilize PSA. With the cloud-based solutions 

now available, PSA should also be considered by smaller organizations. 

IǳƳŀƴ /ŀǇƛǘŀƭ aŀƴŀƎŜƳŜƴǘ όI/aύ 

Human Capital Management (HCM) solutions (also known as talent management solutions) give 

employers the tools to effectively recruit, manage, evaluate and compensate employees.  By tracking 

performance, skills and career progression, HCM helps companies create and maintain a high-

performance workforce.  Key software modules include recruiting, employee learning, skills tracking, 

compensation, performance management, policy compliance, and succession planning τ each of which 

help organizations manage personnel growth and development.   

HCM benefits the PSO by maintaining a database of skills, benefits 

and pay rate information that is used for resource scheduling, 

recruiting and performance and career management.  Effective HCM 

solutions provide rich applications that allow consultants to manage 

their own careers and skill development (training) and bid on the 

projects of greatest interest for them.    

 

Figure 29:  Human Capital Management (HCM) Solution Used  

 

Source: Service Performance Insight, February 2016 
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Figure 29 shows the majority of professional services organizations do not yet use HCM solutions. 

However, their prevalence among the largest PSOs is significant.  With new cloud-based solutions 

coming to market that specifically target the management of human capital, coupled with the need to 

better manage employees from recruitment and hiring through training and retention, HCM use will 

ǳƴŘƻǳōǘŜŘƭȅ ƛƴŎǊŜŀǎŜ ǎƛƎƴƛŦƛŎŀƴǘƭȅ ƛƴ ǘƘŜ ŎƻƳƛƴƎ ȅŜŀǊǎΦ  hŦ ǘƘŜ ǎƻƭǳǘƛƻƴǎ ƘƛƎƘƭƛƎƘǘŜŘ ƛƴ ǘƘƛǎ ȅŜŀǊΩǎ 

benchmark, ADP and Workday are the two leaders, however, NetSuite, SAP Successfactors and 

Oracle/Taleo are not far behind. These cloud-based solutions are beginning to gain acceptance as PSOs 

realize talent is their most 

valuable asset.    

Most of the solutions found in 

this benchmark are provided by 

ERP solution providers, who 

generally offer some type of 

integration with other 

applications in their suites.  The 

leading provider, ADP, with 

approximately 12% of survey 

participants, Ceridian, Ultimate 

and Fairsail, offer HCM solutions 

that are not part of an ERP suite.  

Even though a majority of the 

PSOs that utilize HCM are larger 

in employee headcount, it is not 

only for large organizations, it is 

for organizations focused on 

finding, hiring and keeping the 

best employees. With PSOs 

struggling to find, hire and retain 

highly qualified individuals, HCM 

will only gain in importance.   

Table 31 highlights some of the 

differences between firms 

utilizing HCM and those who do 

ƴƻǘΦ  Lƴ ǘƘƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅ ƴŜŀǊƭȅ 

half the organizations utilize 

HCM, although the table also 

highlights they are almost four 

times as large. Key benefits show 

up in the ability to manage and 

sustain higher growth rates, both 

in revenue and headcount. 

Table 31:  Impact ð Human Capital Management (HCM) Use 

KPI 
HCM 
Used 

HCM Not 
Used 

Ʒ 

Survey responses 293  223   

PSO size (employees) 885  282  214% 

Year-over-year change in PS revenue 11.4% 8.4% 35% 

Year-over-year change in PS headcount 9.4% 5.6% 67% 

% of employees billable or chargeable 70.4% 70.1% 0% 

Employee billable utilization 71.3% 69.2% 3% 

Management-to-employee ratio 12.54  10.42  20% 

Annual revenue per employee (k) $162  $149  9% 

EBITDA  17.5% 12.6% 39% 
 

Source: Service Performance Insight, February 2016 

Table 32:  Impact ð  Commercial HCM Integration 

KPI 
HCM 
Not 

Used 

Used, 
Not Int. 

Used, 
Int. 

Survey responses 223  113  71  

Size of PS organization (employees) 282  797  1,125  

Annual company revenue (mm) $100  $215  $422  

Total professional services revenue (mm) $27.5  $85.5  $171.2  

Management to employee ratio 10.42  11.91  13.43  

Days for a new hire to become productive 60.1  58.6  53.7  

Average project staff (people) 3.87  4.73  5.78  

Annual revenue per billable consultant (k) $187  $202  $213  

Annual revenue per employee (k) $149  $160  $166  

EBITDA  12.6% 15.9% 16.8% 

 

Source: Service Performance Insight, February 2016 
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Higher billable utilization occurs because the right people with the right skills are available to do the 

work.  Larger management span of control reduces the cost of non-billable management and enhances 

the bottom-line. HCM produces impressive gains in revenue per employee and net profit.  The fact is 

that as organizations grow, human capital management becomes increasingly important. 

HCM solutions provide greater visibility into employee skills, preferences, training and career 

advancement.  They ensure equitable compensation and are an integral component of pay for 

performance and reward systems.   

Talent management is central to PS performance as the skills and attitudes of the consulting workforce 

provide tangible evidence of consulting value. And with better management of personnel, PSOs can 

ensure talent is on staff and available when needed, which helps the organization grow faster.  HCM 

solutions, in conjunction with PSA, drive greater billable utilization, which ultimately results in higher 

revenue per employee and profitability.  Most of the new breed of cloud-based HCM applications offer 

mobile access from anywhere, making it easy for employees to keep their profiles and time-off requests 

up-to-date.  Several HCM vendors are adding rich predictive analytics, providing visibility into levels of 

employee engagement and which employees are likely to quit.  Their recruiting tools are very powerful 

with out-of-the-box integration with top job sites like Monster and LinkedIn.   

.ǳǎƛƴŜǎǎ LƴǘŜƭƭƛƎŜƴŎŜ ό.Lύ 

Business Intelligence integrates information from core business 

applications to improve strategic analysis, demand and capacity planning, 

budgeting, forecasting and financial planning.  BI solutions continue to 

increase their adoption in PSOs.  As professional services organizations 

mature, BI becomes a more critical tool to provide real-time visibility to 

all aspects of the operation τ allowing executives to spot trends and 

take corrective action early.  It also is an important solution for annual 

planning, as PS executives try to uncover areas where additional growth 

and profit can be extracted.    

Figure 30 shows relatively low adoption levels of Business Intelligence in this year's survey, similar to 

those in the past.  However, SPI Research has seen increased adoption over the past eight years.  None, 

other and homegrown are the most prevalent BI solutions.  Of the application suite providers, NetSuite, 

Microsoft Dynamics, IBM/Cognos/SPSS, Oracle/Hyperion and Deltek each have a wide following.  

Informatica and Adaptive Insights round out the line-up with their Best-of-Breed solutions. The trend 

continues toward leading providers offering BI in the cloud, providing greater accessibility for executives 

around the world as well as ease of deployment and mobile access.    
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Figure 30:  Business Intelligence (BI) Solution Used  

 

Source: Service Performance Insight, February 2016 

The results in this table highlight 

some of the core benefits 

organizations have achieved that use 

BI solutions. While each 

improvement is impressive, it is 

increased profitability that stands out 

the most. The fact is BI is a strategic 

solution that helps PSOs plan, budget 

and forecast the business.  Its 

ǇƻǿŜǊŦǳƭ άǿƘŀǘ ƛŦέ ŀƴŀƭȅǎƛǎ ǘƻƻƭǎ ƘŜƭǇ 

PSOs model capacity and resource 

plans to achieve optimal results.  

Going forward BI will continue to 

gain in importance and penetration 

into the services sector.  

tǊƻƧŜŎǘ tƻǊǘŦƻƭƛƻ aŀƴŀƎŜƳŜƴǘ όttaύ  

Project portfolio management (PPM) solutions enable PSOs to plan and align project-based work with 

corporate strategy, as well as to monitor and measure performance.  PPM provides visibility into 

operational data to better control project costs and to support audit requirements as part of the 

corporate governance infrastructure. It also enables companies to efficiently depict and manage a 

portfolio of projects to make priority decisions.  It also helps model and manage business processes. 

Table 33:  Impact ð Business Intelligence (BI) Use 

KPI 
BI 

Used 
BI Not 
Used 

Ʒ 

Survey responses 231  278   

PSO size (employees) 822  430  91% 

Total professional services revenue (mm) $113.7  $43.5  161% 

Year-over-year change in PS headcount 8.5% 7.2% 17% 

Deal pipeline relative to qtr. bookings 
forecast 

178% 166% 7% 

EBITDA 17.4% 14.2% 22% 
 

Source: Service Performance Insight, February 2016 
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PPM is used to plan, prioritize, manage, assess value and provide insight into the people, processes and 

capital used ǘƘǊƻǳƎƘƻǳǘ ŀ ǇǊƻƧŜŎǘΩǎ ƭƛŦŜŎȅŎƭŜΦ  PPM provides integration with project opportunities, 

resources, time and cost, and is built upon a robust reporting engine that gives executives greater 

visibility and decision-making to link enterprise strategy with operational activities. These solutions are 

most often found in IT and internal services organizations. 

PPM is both critical and necessary given the complexity of many project-based initiatives.  In many cases 

one group sponsors a project and another group delivers the work, while a third group is responsible for 

managing performance.  Complexities arise as executives require visibility into how budgeted funds are 

actually spent on a particular project, by what organization, and the value realized at the end of the 

project.  However, all PPM solutions are not alike. An ideal solution should provide for financial 

management capabilities that deliver both top-down guidance coupled with bottom-up execution.  

In professional services organizations, PPM is used to help develop new services, as well as manage 

projects in internal IT and other departments.  Less than 30% of the organizations surveyed utilize PPM 

solutions. Billable consulting organizations prefer to use Professional Services Automation (PSA) to 

accurately capture and bill for time as making project portfolio decisions is not as important.  

Figure 31:  Project Portfolio Management (PPM) Solution Used  

 

 

Source: Service Performance Insight, February 2016 

YƴƻǿƭŜŘƎŜ aŀƴŀƎŜƳŜƴǘ όYaύ  

Knowledge Management should be a core application for all PSOs as knowledge, unique intellectual 

property, methods and tools are the primary source of service provider differentiation.  Approximately 

35% of the organizations surveyed reported they do not use a knowledge management application.  As 
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the workforce becomes more global and intellectual property more valuable, it becomes increasingly 

important to have shared processes, procedures and templates.  SPI Research sees Knowledge 

Management as a key source of differentiation, consistency and quality.  With the advent of inexpensive 

cloud-based knowledge management applications we expect significant investment in this area.  

Figure 32:  Knowledge Management (KM) Solution Used  

 

Source: Service Performance Insight, February 2016 

Figure 32 shows once again 

aƛŎǊƻǎƻŦǘΩǎ {ƘŀǊŜtƻƛƴǘ ƛǎ ǘƘŜ 

market leader with 22% of the 

firms ƛƴ ǘƘƛǎ ǎǳǊǾŜȅΦ  {ƘŀǊŜtƻƛƴǘΩǎ 

continued dominance has led to 

a rich after-market for add-ons, 

which make the product easier to 

use and more powerful.  While 

these are not official market 

penetration numbers, they are 

fairly representative of the 

market in general. There are a 

variety of solutions available, but 

{tL wŜǎŜŀǊŎƘ ŦƻǳƴŘ aƛŎǊƻǎƻŦǘΩǎ 

SharePoint to be the industry 

leader by a wide margin.  

Salesforce.com is the second 

most prevalent KM application, 

with 10% of the market.      

Table 34:  Impact ð Knowledge Management (KM) Use 

KPI 
KM 

Used 
KM Not 
Used 

Ʒ 

Survey responses 282  174   

PSO size (employees) 836  374  123% 

Year-over-year change in PS revenue 10.8% 9.8% 10% 

Year-over-year change in PS headcount 8.4% 7.7% 8% 

Year-over-year change in PS revenue 10.8% 9.8% 10% 

Deal pipeline relative to qtr. bookings forecast 181% 147% 23% 

Concurrent projects managed by PM 6.18  5.15  20% 

Average project staff (people) 5.23  4.14  26% 

Annual revenue per billable consultant (k) $204  $186  10% 

Annual revenue per employee (k) $161  $151  7% 

EBITDA 19.1% 13.9% 38% 
 

Source: Service Performance Insight, February 2016 
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Table 34 compares organizations using knowledge management solutions to those that do not.  In this 

ȅŜŀǊΩǎ ǎǳǊǾŜȅ ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴǎ ǳǎƛƴƎ YƴƻǿƭŜŘƎŜ aŀƴŀƎŜƳŜƴǘ ǿŜǊŜ ǘǿƛŎŜ ŀǎ ƭŀǊƎŜ ŀǎ ǘƘƻǎŜ ƴƻǘ ǳǎƛƴƎ ƛǘΦ 

The table shows, organizations using KM tend to be more efficient in all aspects of their business, 

especially in the sale and delivery of services.  The organizations also showed slightly improved financial 

results compared to those organizations not using KM.   

wŜƳƻǘŜ {ŜǊǾƛŎŜ 5ŜƭƛǾŜǊȅ όw{5ύ ŀƴŘ /ƻƭƭŀōƻǊŀǘƛƻƴ ¢ƻƻƭǎ 

Like Knowledge Management (KM), Remote Service Delivery and collaboration tools have become 

increasingly important for virtual project delivery, communication and collaboration.  They provide a 

platform for consultants and clients to work together, regardless of physical location.  Professional 

services consultants utilize these technologies to serve several clients daily.  In the past consultants 

could only serve one client at a time, with expensive and time-consuming travel the norm.  Advances 

over the past years have added video, recording, editing, polling and white-boarding functionality, 

meaning team members can now see each other (if desired) along with sharing information and 

computer screens.  

Figure 33 shows results similar to past years.  WebEx, Citrix and Microsoft lead in adoption.  Microsoft, 

in particular, has purchased and integrated tools to make Live Meeting more prevalent in professional 

services.  Given their relatively low cost and ease of deployment, remote service delivery tools should be 

ƻƴ ǘƘŜ άƳǳǎǘ ƘŀǾŜέ ƭƛǎǘ ŦƻǊ t{hǎ ƻŦ ŀƴȅ ǎƛȊŜΦ    

Figure 33:  Remote Service Delivery and Collaboration Tool Used  

 

Source: Service Performance Insight, February 2016 
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{ƻŎƛŀƭ aŜŘƛŀ  

Three years ago SPI Research began to include social media as part of our application analysis. These 

tools are being relied on, now more than ever, as organizations work both internally and externally to 

find, hire and communicate and market to the best people.  Social media has become essential to help 

professional services organizations build their brand through thought leadership and market outreach.  

Collaboration tools like Yammer, Chatter and Jive have replaced email as the preferred method of 

communication for millennials.   

Figure 34:  Social Media (SM) Solution Used  

 
 Source: Service Performance Insight, February 2016 

Even the most controlling organizations must recognize and support the trend toward personal devices 

and social media if they wish to attract and retain young, connected workers.  The downside of the 

social media explosion is that it can easily become a time-sink and source of unproductive web-surfing 

hours so the trick is to exploit 

collaboration, knowledge-sharing 

and crowd-sourcing without lost 

productive time.   Figure 34 

shows LinkedIn continues to be 

the dominant social media 

platform, with more than 40% of 

the organizations surveyed using 

it.  Yammer at 15% and Chatter 

at 9% are second and third.   

Figure 35:  Success depends on inter-departmental cooperation 

 
Source: Service Performance Insight, February 2016 
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!ǇǇƭƛŎŀǘƛƻƴ LƴǘŜƎǊŀǘƛƻƴ 

While the core business solutions support individual departments in their efforts to become more 

productive and profitable, as these solutions are integrated with the core financial management 

solution (ERP) they create additional insight and value.  For instance, CRM integrated with ERP provides 

sales executives with the insight necessary to develop a pricing strategy, supporting the highest 

probability of winning the bid with maximum profitability.  Without this integration it would be much 

ƳƻǊŜ ŘƛŦŦƛŎǳƭǘ ǘƻ ŎƻƴŘǳŎǘ ǘƘƛǎ ǘȅǇŜ ƻŦ ŀƴŀƭȅǎƛǎΦ  ¢ƻŘŀȅΩǎ t{hǎ ǎƛƳǇƭȅ Ŏŀƴƴƻǘ ƻǇŜǊŀǘŜ ǿƛǘƘ ŦǳƴŎǘƛƻƴŀƭ ǎƛƭƻǎ 

as the lines between sales, delivery and finance become blurred. 

It is also important that applications communicate with each other.  PSA, integrated with CRM, enables 

PSOs to better schedule resources and projects to insure they begin and end on time.  With integrated 

HCM, human resources, recruiting and resource management all benefit from visibility into in-demand 

skills, consultant preferences and career aspirations.    

Table 35 shows slightly higher 

ƭŜǾŜƭǎ ƻŦ ƛƴǘŜƎǊŀǘƛƻƴ ƛƴ ǘƘƛǎ ȅŜŀǊΩǎ 

benchmark for CRM and HCM and 

lower levels of integration for PSA 

and BI.  

SPI Research believes integration 

between CRM, PSA and core 

financials is an essential 

ingredient in superlative 

performance.  Integration provides visibility to all parts of the organization and helps break down 

organizational silos.  Achieving client delight and profit 

in professional services requires tight coordination 

between demand and supply which can only be 

achieved through integrated business applications.  

Many firms that have worked with SPI Research over 

the past several years have concentrated on 

application integration as they have learned its 

benefits and worked with their vendors to ensure the 

integration happens.  

Participants were also asked if CRM and PSA were 

directly integrated, highlighting the importance of 

connecting sales and service delivery for a more 

complete view of clients (Figure 36).  This year's survey 

showed for the third year in a row that only 23% of the 

PSOs surveyed integrated CRM with PSA.  Not 

surprisingly, the organizations without this integration 

reported lower performance than those who partially or fully integrate CRM and PSA. Obviously, cost 

Table 35:  Integration with Core Financials 

Solution  2013 2014 2015 

Client Relationship Management (CRM)   34.1% 33.5% 42.3% 

Professional Services Automation (PSA)   61.2% 59.1% 56.4% 

Business Intelligence (BI)   65.7% 57.9% 50.8% 

Human Capital Management (HCM)   37.7% 39.8% 40.7% 
 

Source: Service Performance Insight, February 2016 

Figure 36:  Is CRM Integrated with PSA? 

 
Source: Service Performance Insight, February 2016 
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and complexity come into play when the solutions are developed by different providers.  Typically, 

application suites, such as Deltek, FinancialForce.com, Microsoft, NetSuite and SAP offer out-of-the-box 

integration between their core business solutions making a 360-degree view of clients and projects 

possible.   

The Professional Service IT MaturityÊ Model 

While every PSO uses 

technology somewhat 

differently τ with 

different applications and 

varying levels of 

integration τ SPI 

Research believes one of 

the best ways to improve 

organizational 

performance is to deploy 

integrated applications to 

provide a 360-degree view 

of clients and projects to 

facilitate decision-making.  

Figure 38 highlights the PS 

L¢ aŀǘǳǊƛǘȅϰ aƻŘŜƭΦ !ǎ t{hǎ ƳƻǾŜ ŦǊƻƳ άƳŀƴǳŀƭέ ǎƻƭǳǘƛƻƴǎ όǎǇǊŜŀŘǎƘŜŜǘ ƻǊ ǇŀǇŜǊ-based) toward 

integrated and single user-ƛƴǘŜǊŦŀŎŜ ǎƻƭǳǘƛƻƴǎΣ ǇŜǊŦƻǊƳŀƴŎŜ ƛƳǇǊƻǾŜǎΦ  {tL wŜǎŜŀǊŎƘΩǎ t{ L¢ aŀǘǳǊƛǘȅϰ 

Model levels are:  

D Level 1:  Initiated ς Ad Hoc:  Most PSOs begin with manual or spreadsheet-based tools to run the 

business.  Time and expense capture is manual, sporadic and ad hoc.   Billing is performed 

manually or through the backend financial application.  

æ Level 2:  Piloted ς Application Specific:  As they grow and engage in more structured processes, 

organizations deploy task specific applications (time and expense), project management (PM) and 

Knowledge Management (KM), Client Relationship Management (CRM), etc. to better manage 

work and to create an audit trail, albeit rudimentary, for tracking work.  Many of these task 

specific applications provide a database to improve reporting.   

æ Level 3:  Deployed ς Integrated Applications:  As organizations mature they deploy greater 

integration of business applications with the core financial (Enterprise Resource Planning (ERP)) 

solution.  At this Level they begin to evaluate the time and cost factors associated with integration 

of various point releases.  Emphasis at this level is on creating effective management reports to 

provide visibility into all facets of the business.  

æ Level 4:  Institutionalized ς Extended ERP:  An increasing number of PSOs at this level of maturity 

begin to add various components of ERP applications rather than continually integrate disparate 

Figure 37:  Professional Service IT MaturityÊ Level 

 

Source: Service Performance Insight, February 2016 
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applications.  SPI Research uses the term extended ERP or SRP (Service Resource Planning).  Now 

professional services organizations are purchasing both core financials as well as other pre-

integrated application suites from the same ERP solution provider.  Currently CRM is the most 

popular application that is purchased pre-integrated with financials, closely followed by 

Professional Services Automation (PSA).  Other applications that are being acquired from the same 

ERP vendor include human capital management, business intelligence, and procurement.   

æ Level 5:  Optimized ς Extended ERP and Analytics:  Finally, as the PSO has significant integration 

in its application infrastructure it turns the solution loose to efficiently surface and report data to 

optimally measure and transform the organization.   Most, if not all, core applications are 

integrated to provide visibility into the work being sold, executed, and closed.  

While not every PSO is run with a completely integrated set of business applications, SPI Research has 

seen the level of integration increase significantly over the past eight years.  This development will 

continue regardless of the economy as many PS firms see IT as a way to not only cut costs, but also as a 

means to improve operational efficiency and effectiveness.     

Figure 38:  PS Dashboard 

Source: Service Performance Insight, February 2016 
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6. Leadership Pillar  

Growth, growth and more growth.  Each year SPI 

Research finds a direct correlation between growth and 

success in Professional services.  Given that the PS 

industry is built on the application of unique knowledge 

and domain expertise it is sometimes hard to understand 

ǿƘȅ ǘƘŜ ƎǊƻǿǘƘ ŘȅƴŀƳƛŎ ƛǎ ǎƻ ƛƳǇƻǊǘŀƴǘΦ  .ǳǘΧ ƛǘ ƛǎΦ  Lƴ 

the professional services and technology industry, 

leading firms create dominant market positions.  There is 

a compounding effect of how customers make decisions, 

the networks and ecosystems that are created, and the 

ability to scale as a firm that mean that there is a 

significant advantage for the companies that grow the fastest and are able to establish market-leading 

positions.  The premium PS firms create unique competitive advantage and are able to command 

significantly higher bill rates.  They become known as the innovators in their markets, industries, 

technologies and business processes.  They produce tangible results and are able to harvest the 

knowledge gained to do an even better job the next time.  They build a culture which embodies their 

brand and values which further attracts prospective consultants and clients who identify with those 

attributes.   

Table 36:  Leadership Pillar 5-year trend 

Key Performance Indicator (KPI)  2011 2012 2013 2014 2015 

Well understood vision, mission and strategy 3.81 N/A 3.85 3.81 3.75 

Confidence in PS leadership 4.03 N/A 4.05 4.01 3.86 

Ease of getting things done 3.72 N/A 3.75 3.68 3.69 

Goals and measurement alignment 3.60 N/A 3.73 3.62 3.70 

Employees have confidence in PSO's future 3.83 N/A 4.01 3.87 3.82 

Effectively communicates w/employees 3.58 N/A 3.74 3.67 3.64 

Embraces change - nimble and flexible 3.79 N/A 3.90 3.76 3.68 

Innovation focused 3.65 N/A 3.69 3.66 3.64 

Source: Service Performance Insight, February 2016 

But growth comes with a price.  The unique knowledge, vision and passion that a consulting leader 

brings to founding a hot new firm must be nurtured and continuously kindled within new employees.  

The leader must simultaneously learn to let go and grow at the same time.  Micro managing does not 

work in PS, cultivating a reputation and repeatable skills, competencies and processes does.  Most 

independent consulting firms can easily grow from 20 to 50 consultants, but after that things get more 

interesting.  This is when firms must move from heroic to repeatable and founders must move from 
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ŘƻŜǊǎ ŀƴŘ ŦƛǊŜ ŦƛƎƘǘŜǊǎ ǿƘƻ ǿŜŀǊ ŀƭƭ ǘƘŜ Ƙŀǘǎ ǘƻ ƭŜŀŘŜǊǎ ŀƴŘ ǾƛǎƛƻƴŀǊƛŜǎΦ  ¢ƘŜ ƭŜŀŘŜǊǎ ǿƘƻ ŎŀƴΩǘ ƳŀƪŜ ǘƘƛǎ 

transition must have the courage to bring in new talent who can take the firm to the next level.    

As professional services organizations grow in size, leadership challenges intensify.  Service Performance 

LƴǎƛƎƘǘΩǎ ǊŜǎŜŀǊŎƘ ƛƴǘƻ ǘƘƛǎ ǘƻǇƛŎ ƻǾŜǊ ǘƘŜ Ǉŀǎǘ ƴƛƴŜ ȅŜŀǊǎ Ƙŀǎ shown a powerful correlation between 

ŦƛƴŀƴŎƛŀƭ ǎǳŎŎŜǎǎ ŀƴŘ ŎƻƴŦƛŘŜƴŎŜ ƛƴ ƭŜŀŘŜǊǎƘƛǇΦ  hōǾƛƻǳǎƭȅΣ ƛƴ ǎƳŀƭƭ ƻǊƎŀƴƛȊŀǘƛƻƴǎ ǘƘŜ ŦƛǊƳΩǎ ƭŜŀŘŜǊǎƘƛǇ 

can do a much better job of personally communicating vision and strategy.  As the organization grows in 

size and geographic dispersion, communication and alignment become issues.  PSOs must implement 

additional policies to ensure communication, collaboration and alignment do not suffer with expansion.  

Systems and processes must be implemented to provide visibility and management control. 

Leadership development, succession planning and funding growth are big challenges for independent 

PSOs.  Many consider mergers and acquisitions to augment organic growth.  Employee ownership is a 

viable option as the founder nears retƛǊŜƳŜƴǘΦ  ! ŎŜƴǘǊŀƭ ŎƻƴŎŜǊƴ ƛǎ άIƻǿ ōŜǎǘ ǘƻ ƳƻƴŜǘƛȊŜ ǾŀƭǳŜ ǿƘƛƭŜ 

ōǳƛƭŘƛƴƎ ŀ ŦƛǊƳ ŦƻǊ ǘƘŜ ŦǳǘǳǊŜΚέ  

Table 37 shows the Leadership Maturity model and the best leadership style for each level of maturity: 

Table 37:  The Leadership Maturity Model 

 
Level 1 
Initiated 

Level 2 
Piloted 

Level 3 
Deployed 

Level 4 
Institutionalized 

Level 5 
Optimized 
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Initial strategy is to 
support product 
sales and provide 
reference 
customers while 
providing 
workarounds to 
complete immature 
products.  Leaders 
are ñdoersò. 

PS has become a 
profit center but is 
subordinate to 
product sales.  
Strategy is to drive 
customer adoption 
and references 
profitably. Leaders 
focus on P&L and 
client 
relationships. 

PS is an important 
revenue and margin 
source but channel 
conflict still exists. 

Services differentiate 
products. Leadership 
development plans are in 
place. Leaders have 
strong background & 
skills in all pillars. 

Service leads products. 
PS is a vital part of the 
company.  Solution 
selling is a way of life.  
PS is included in all 
strategy decisions.  
Succession plans are in 
place for critical 
leadership roles 

PS is critical to the 
company.  Service 
strategy is clear. 
Complimentary goals 
and measurements are 
in place for all functions.  
Leaders have global 
vision and continually 
focus on renewal & 
expansion.  
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The Entrepreneur. 
Leaders are 
ñdoersò.  In small 
companies, PS 
leaders are 
technically 
competent and 
directly perform 
engagement 
activities in addition 
to recruiting and 
ramping new 
consultants.  
Typically, they 
possess stronger 
technical than 
business or 
leadership skills.  

The Generalist. 
The emerging PS 
leader must start 
to focus on HR, 
Finance and 
Operations while 
nurturing close 
relationships with 
clients and 
partners.  At this 
stage, setting 
strategic vision 
and strategy are 
less important than 
strong operational 
management 
skills.   

The General Manager. 
By the deployed stage, 
the PS leader must start 
to focus on setting vision 
and strategy and forging 
strong partnerships with 
clients and the cross-
functional leadership 
team. The PS leader 
must exhibit strong 
operational and process 
management skills. He 
must have a strong 
background in sales, 
finance and operations. 
Focus at this stage is on 
recruiting strong 
functional leaders to 
scale the organization.  

The Strategist. By the 
institutionalized phase, 
the PS leader has 
developed a strong 
leadership team and 
institutionalized 
operating processes in 
all five service 
performance pillars. His 
primary focus is 
strategy, business 
planning and 
establishing strategic 
partnerships and 
alliances. At this stage, 
he must ñleadò, ñinspireò 
and ñcommunicateò.  He 
must be able to attract 
and retain high quality 
functional leaders. 

The Leadership Team. 
As the PS organization 
matures, the leader 
becomes more strategic 
and able to effectively 
communicate and 
inspire.  All functional 
areas have strong, 
sustainable operating 
processes.  His focus is 
on ensuring alignment 
within the organization 
while continually forging 
new business 
partnerships.  The 
leadership team 
constantly focuses on 
innovation and 
operational excellence. 

Source:  Service Performance Insight, February 2016 
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The leadership challenges are much the same but also very different in embedded PSOs.  These 

organizations exist to ensuǊŜ ǘƘŜ ǎǳŎŎŜǎǎŦǳƭ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ ŀƴŘ ŀŘƻǇǘƛƻƴ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǇǊƻŘǳŎǘǎΦ  

They are not given the latitude to develop services for services sake, but rather must serve the best 

ƛƴǘŜǊŜǎǘǎ ƻŦ ǘƘŜ ŎƻƳǇŀƴȅΩǎ ǇǊƻŘǳŎǘǎΣ ŜǾŜƴ ƛŦ ǘƘƻǎŜ ƛƴǘŜǊŜǎǘǎ ǳƴŘŜǊƳƛƴŜ t{ ǇǊƻŘǳŎtivity and profitability.  

In embedded PSOs the primary leadership challenge is one of charter conflict and forging cross-

functional relationships.  Embedded PS executives are tasked with developing high quality consulting 

businesses but consulting is most often subordinate to product proliferation.  A new, more strategic role 

is emerging to drive client adoption and optimization.  This role requires significantly greater alignment 

with sales, support and product development so collaboration and team-building skills are paramount.      

Establishing the Leadership Index 

In the benchmark survey, SPI Research asks a series of questions regarding various aspects of 

professional services vision, strategy and leadership including confidence, clarity and alignment.  

Strategic decisions set the direction and tone for the PSO and affect all functions because vision and 

strategy dictate the goals and objectives for the organization, the types of clients to pursue, the types of 

services to offer and the interrelationship between functions.  

The leadership questions have evolved into eight core questions that examine how various dimensions 

of leadership impact perforƳŀƴŎŜΦ ¢ƘŜ ǉǳŜǎǘƛƻƴǎ ŀǎƪΣ άǇƭŜŀǎŜ ǊŀǘŜ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ŀǎǇŜŎǘǎ ƻŦ ȅƻǳǊ 

organization in terms of how well it operates (1: not well - рΥ ǾŜǊȅ ǿŜƭƭύέΥ 

1. The vision, mission and strategy of the PSO is well understood and clearly communicated  

2. Employees have confidence in PS leadership 

3. It is easy to get things done within the PS organization  

4. Goals and measurements are in alignment for the service organization 

5. Employees have confidence in the future of the PS organization 

6. The organization effectively communicates with employees 

7. The organization embraces change, it is nimble and flexible 

8. The organization focuses on innovation and is able to rapidly take advantage of changing market 

conditions 

SPI Research has ŎǊŜŀǘŜŘ ŀ άLeadership Indexέ ōȅ ǊŀƴƪƛƴƎ ǘƘŜ ŀƎƎǊŜƎŀǘŜ ƭŜŀdership scores for all eight 

questions by survey participant. The minimum score for the leadership index would be eight, if the 

ǎǳǊǾŜȅ ǇŀǊǘƛŎƛǇŀƴǘ ǎǘŀǘŜŘ άм - ƴƻǘ ǿŜƭƭέ ŦƻǊ ŜŀŎƘ ƻŦ ǘƘŜ ŜƛƎƘǘ ǉǳŜǎǘƛƻƴǎΦ  ¢ƘŜ ƳŀȄƛƳǳƳ ǿƻǳƭŘ ōŜ плΣ ƛŦ 

ǘƘŜ ǇŀǊǘƛŎƛǇŀƴǘ ǎǘŀǘŜŘ άр - ǾŜǊȅ ǿŜƭƭέΣ ŦƻǊ ŜŀŎƘ ǉǳŜǎǘƛƻƴΦ   

As statisticians, a perfect day is when a key performance measurement clearly correlates with most 

measures of performance.  Well, the dimensions of leadership are one of those perfect statistics.  As the 

leadership dimensions improve, so do all major key performance metrics.  One might expect 

ά/ƻƴŦƛŘŜƴŎŜ ƛƴ [ŜŀŘŜǊǎƘƛǇέ ŀƴŘ ά/ƻƴŦƛŘŜƴŎŜ ƛƴ ǘƘŜ CǳǘǳǊŜέ ǘƻ ƛƳǇǊƻǾŜ ŀƭƻƴƎ ǿƛǘƘ ŎƭŀǊƛǘȅ ƻŦ Ǿƛǎƛƻƴ ŀƴŘ 

strategy but the truly remarkable finding around leadership is that all the major operational metrics ς 

revenue per person, utilization, project margin and on-time project completion improve as well.  It is 
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amazing how strategic clarity permeates all aspects of operational performance.  If the strategy is clear 

and compelling, people-based organizations will find a way to accomplish it.  

With strong leadership, employees understand ǿƘŀǘΩǎ required of them, and can go about conducting 

their daily business with the confidence their work supports corporate objectives.  Strong leadership 

helps employees get on the same page, working toward a common goal.  With this knowledge, 

employees are more productive, ultimately delivering higher levels of client satisfaction and profitability 

to the organization. 

Table 38 depicts the 

percentage of survey 

respondents by overall 

leadership index rating 

compared to key 

operational 

measurements.  As 

shown in the table, 

effective leadership 

has a powerful impact 

on all aspects of 

performance.   

More than any other 

factor, good, or poor 

leadership impacts all 

facets of the business 

delivering stronger 

growth, higher billable 

utilization, better on-

time project delivery, 

more winning 

proposals and higher levels of customer satisfaction.   The reverse is also true.  Poor leaders can 

sabotage cross-functional alignment, leading to organizational alienation and functional silos.  Leaders 

who are not able to transition to more strategic roles can create heroic, reactive organizations 

characterized by fire-fighting, in-fighting and burnout.   Many top-performing organizations have 

ǊŜǇƻǊǘŜŘ ŀŘŘƛƴƎ {tLΩǎ ƭŜŀŘŜǊǎƘƛǇ ǉǳŜǎǘƛƻƴǎ ǘƻ ǘƘŜƛǊ ŜƳǇƭƻȅŜŜ ǎǳǊǾŜȅǎ ǘƻ ƘŜƭǇ ǘƘŜƳ ƳŜŀǎǳǊŜ ŀƴŘ 

quantify employee confidence in leadership.  

Table 38:  Leadership Impact 

Key Performance Indicator (KPI) 8 - 25 26 - 30 31 - 35 36 - 40 

Percentage of respondents 22.2% 27.8% 35.4% 14.6% 

Year-over-year change in PS revenue 7.2% 8.2% 11.0% 16.3% 

% of employees billable or chargeable 65.3% 69.4% 72.2% 75.5% 

Revenue from new clients  25.0% 27.1% 29.0% 29.7% 

Bid-to-win ratio (per 10 bids) 4.31  4.70  5.22  5.69  

Percentage of referenceable clients  66.6% 66.8% 72.4% 78.8% 

Ramp time (days) 131  121  114  107  

Recommend company to friends/family 3.46  4.06  4.52  4.80  

Well-understood career path for all employees 2.69  3.14  3.44  4.04  

Employee billable utilization 68.6% 69.3% 71.4% 73.8% 

Projects delivered on-time 67.3% 73.3% 79.2% 86.2% 

Use a standardized delivery methodology 57.2% 63.2% 66.4% 72.8% 

Annual revenue per billable consultant (k) $174  $188  $210  $228  

Annual revenue per employee (k) $141  $149  $164  $181  
 

Source: Service Performance Insight, February 2016 
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Survey Results 

hǊƎŀƴƛȊŀǘƛƻƴŀƭ /ƘŀƭƭŜƴƎŜǎ 

9ŀŎƘ ȅŜŀǊ {tL wŜǎŜŀǊŎƘ ŀǎƪǎ ǇŀǊǘƛŎƛǇŀƴǘǎ ǘƻ Ǌŀƴƪ ǘƘŜ ƪŜȅ ŎƘŀƭƭŜƴƎŜǎ ŦŀŎƛƴƎ ǘƘŜƳΦ  ¢Ƙƛǎ ȅŜŀǊ άŀŎƘƛŜǾƛƴƎ 

ǊŜǾŜƴǳŜ ŀƴŘ ƳŀǊƎƛƴ ǘŀǊƎŜǘǎέ ƻǾŜǊǘƻƻƪ άǘŀƭŜƴǘ ƳŀƴŀƎŜƳŜƴǘέ ŀǎ ǘƘŜ ƴǳƳōŜǊ ƻƴŜ ŎƘŀƭƭŜƴƎŜΦ  

Interestingly, the importance of these challenges has increased year over year indicating growth, 

expansion and competitive pressures are more significantly impacting all PS organizations.  In 2015 it 

was a lot tougher to achieve revenue and margin targets with an influx of new competitors and market 

consolidation in legacy markets. Going forward the ever-growing technical talent shortage will continue 

to be a top challenge as 

attracting the best and brightest 

talent is becoming more and 

more difficult without enough 

workers with requisite Science, 

Technology, Math and 

Engineering (STEM) skills.   

After two years of torrid growth 

and expansion, many firms are 

now struggling to keep up with 

the tremendous growth they 

have experienced.  In 

interviews, several firms 

reported they plan to slow 

growth and acquisitions 

because their infrastructure and 

culture cannot keep up.  For the fastest growing firms, 2016 will be an investment year ς they plan to 

update or replace systems; enhance training and invest in their culture to ensure they will be able to 

recruit and retain a high quality workforce.  

hǊƎŀƴƛȊŀǘƛƻƴŀƭ /ƘŀƭƭŜƴƎŜǎ ōȅ hǊƎŀƴƛȊŀǘƛƻƴ ¢ȅǇŜ 

When comparing the key challenges of embedded versus independent service providers (Table 40), the 

number one challenge for independent P{hΩǎ ƛǎ άǘŀƭŜƴǘ ƳŀƴŀƎŜƳŜƴǘέ. For embedded ESOs the number 

ƻƴŜ ŎƘŀƭƭŜƴƎŜ ƛǎ άŀŎƘƛŜǾƛƴƎ ǊŜǾŜƴǳŜ ŀƴŘ ƳŀǊƎƛƴ ǘŀǊƎŜǘǎέΦ  άLƳǇǊƻǾƛƴƎ ǉǳŀƭƛǘȅ ŀƴŘ ŎƻƴǎƛǎǘŜƴŎȅέ Ƙŀǎ ƴƻǿ 

risen to become a top 3 challenge. With more choices than ever before, PS buyers are demanding higher 

levels of quality and consistency from their PS providers.   

In the geographies with the greatest growth, the Americas and Asia Pacific (APac), talent is by far the 

greatest challenge as there simply are not enough qualified candidates to meet demand.   

Table 39:  Year-over-year Change in Top Challenges 

Challenge 2013 2014 2015 

Achieve revenue and margin targets 4.18 4.07 4.19 

Talent management 3.94 4.11 4.18 

Improve quality and consistency 4.12 3.85 4.13 

Communication across PSO 3.93 3.90 4.12 

Support rapid growth and expansion 4.06 4.01 4.12 

Improve sales and marketing 4.21 4.10 4.06 

Vision and strategy 3.79 3.90 4.03 

Improve / expand portfolio and markets 3.83 3.83 3.92 

Alignment between functions or groups 3.59 3.45 3.81 
 

Source: Service Performance Insight, February 2016 
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Table 40:  Leadership Demographics  

Source: Service Performance Insight, February 2016 

LƳǇǊƻǾŜƳŜƴǘ tǊƛƻǊƛǘƛŜǎ 

Table 41 compares improvement 

priorities for the past three years.  

The priority of improvement 

initiatives has changed.  In 2015 

increasing rates and improving hiring 

and ramping have eclipsed improving 

sales effectiveness which has 

perennially topped the list.  The 

steps firms are taking to overcome 

these challenges include better 

pricing discipline and management 

oversight for estimates and 

proposals.  To improve the time it 

takes to recruit and on-board new 

employees, firms are investing in 

dedicated recruiters and Human Capital Management systems to automate and streamline the 

recruiting process.  More and more firms are also investing in on-boarding and mentorship programs to 

accelerate the time it takes for new consultants to become productive.  This year, almost all top 

performing firms discussed their emphasis on service packaging as a catalyst for improving their 

repeatability and sales effectiveness.  

Table 42 depicts changes in Leadership scores over the past five years.  By most measures, leadership 

scores have declined since 2013 when the economy stabilized, signaling growing dissatisfaction with 

leadership as employees have become over-whelmed by the intensity of the work and pressure to 

continually produce more.  At the same time, with economic recovery, employees have more job 

Organizational Challenge Survey ESO PSO Americas EMEA APac 

Achieve revenue and margin targets 4.19 4.17 4.19 4.19 4.17 4.25 

Talent management 4.18 4.15 4.20 4.21 4.07 4.39 

Improve quality and consistency 4.13 4.11 4.14 4.10 4.14 4.39 

Communication across PSO 4.12 4.12 4.12 4.12 4.07 4.28 

Support rapid growth and expansion 4.12 4.23 4.07 4.17 3.99 4.11 

Improve sales and marketing 4.06 4.08 4.06 4.07 4.01 4.19 

Vision and strategy 4.03 4.06 4.01 4.04 3.99 4.03 

Improve / expand portfolio and markets 3.92 3.97 3.90 3.91 3.90 4.14 

Alignment between functions or groups 3.81 3.91 3.76 3.84 3.68 3.92 

Table 41:  Steps Taken to Improve Profitability Comparison 

Key Performance Indicator (KPI)  2013 2014 2015 

Increases rates 2.83 2.9 3.85 

Improve hiring and ramping 3.51 3.48 3.85 

Improve methods and tools 3.69 3.6 3.85 

Reduce non-billable time 3.34 3.26 3.83 

Improve solution portfolio 3.59 3.59 3.78 

Improve sales effectiveness 3.92 3.94 3.78 

Improve utilization 3.71 3.85 3.78 

Improve marketing effectiveness 3.68 3.65 3.52 
 

Source: Service Performance Insight, February 2016 
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ƻǇǇƻǊǘǳƴƛǘƛŜǎΧ Ƴŀƴȅ ŀǊŜ ǎǘŀǊǘƛƴƎ ǘƻ ƳŀƪŜ ǳƴǊŜŀǎƻƴŀōƭŜ ŘŜƳŀƴŘǎ ŦƻǊ ƛƴǎǘantaneous career advances, 

money and more time off. 

Table 42:  Year-over-year Leadership Comparison  

Leadership Dimension 2011 2012 2013 2014 2015 

Confidence in PS leadership 4.03 N/A 4.05 4.01 3.86 

Employees have confidence in PSO's future 3.83 N/A 4.01 3.87 3.82 

Well understood vision, mission and strategy 3.81 N/A 3.85 3.81 3.75 

Goals and measurement in alignment 3.60 N/A 3.73 3.62 3.70 

Ease of getting things done 3.72 N/A 3.75 3.68 3.69 

Embraces change - nimble and flexible 3.79 N/A 3.90 3.76 3.68 

Effectively communicates w/employees 3.58 N/A 3.74 3.67 3.64 

Innovation focused 3.65 N/A 3.69 3.66 3.64 

Source: Service Performance Insight, February 2016 

In 2016 PS organizations must be cognizant of diminishing confidence in leadership.  The executive team 

needs to come together to reestablish the vision, strategies and culture of the firm.  Then a succinct set 

of improvement priorities must be established and cascaded throughout the organization.  More than 

ever before, communication, alignment and innovation focus must be accentuated.  ¢ƻŘŀȅΩǎ ƳƛƭƭŜƴƴƛŀƭ 

generation thrives on feedback, coaching and mentoring.  

²Ŝƭƭ ¦ƴŘŜǊǎǘƻƻŘ ±ƛǎƛƻƴΣ aƛǎǎƛƻƴ ŀƴŘ {ǘǊŀǘŜƎȅ 

Clear leadership direction and effective bi-directional communication are critical success factors. 

Employees who lack an understanding of the service vision, mission and strategy have no ability to work 

toward achieving it whereas 

those who comprehend, 

espouse and support the 

vision of the organization 

will work tirelessly to 

ŀŎƘƛŜǾŜ ƛǘΦ  Lƴ ǘƘƛǎ ȅŜŀǊΩǎ 

survey, clarity of vision, 

mission and strategy directly 

correlated with revenue 

growth, employee attrition 

and billable utilization.  But 

the correlation with net 

profit is not apparent.   

Table 43:  Impact ð Well understood vision, mission and strategy 

Well understood 
vision, mission and 

strategy 

Survey 
% 

Rev. 
Growth 

Emp. 
Attrition 

Billable 
Util. 

EBITDA 

1 ï Not very well 1.9% 7.0% 22.9% 61.1% 33.3% 

2 8.4% 6.2% 19.1% 67.2% 15.7% 

3 20.5% 6.6% 13.0% 70.1% 13.7% 

4 51.4% 10.8% 11.9% 70.9% 16.9% 

5 ï Very well 17.9% 15.2% 11.6% 72.7% 13.3% 

Total/Average 100.0% 10.3% 12.9% 70.6% 15.8% 
 

Source: Service Performance Insight, February 2016 
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/ƻƴŦƛŘŜƴŎŜ ƛƴ t{ [ŜŀŘŜǊǎƘƛǇ 

The tools for effective leadership, clarity of purpose and alignment exist within all service organizations.  

By investing in these critical aspects, service organizations can create their own economic stimulus plan. 

SPI Research continues to discover most critical key performance measurements improve as confidence 

in leadership increases.  

According to survey 

results, few other factors 

have the same impact on 

the overall health and 

well-being of the service 

organization.  Poor 

leadership creates a 

negative spiral effect τ 

poor human capital results 

(high attrition, low 

morale, poor employee 

engagement) τ which in 

turn lead to low levels of client satisfaction and poor financial results.  

Because PSOs rely on the quality and commitment of the consulting staff, poor leadership produces an 

immediate and long-lasting negative effect.  Fortunately, positive changes in leadership can also 

produce immediate improvements because PSOs exhibit amazing resiliency and are able to heal and 

regenerate themselves rapidly.  Unlike product-based organizations, extremely rapid turnarounds are 

possible in people-based PS organizations. 

9ŀǎŜ ƻŦ DŜǘǘƛƴƎ ¢ƘƛƴƎǎ 5ƻƴŜ 

SPI Research asked participants whether it was easy to get things done within their organization, 

meaning minimal red tape, able to quickly and easily assign qualified resources with limited 

bureaucracy. 

Organizations that provide 

an infrastructure that 

allows people to be 

productive enhance both 

employee satisfaction and 

financial success.   

Table 45 shows the 

majority of firms believe it 

is relatively easy to get 

things done.  As ease of 

getting things done 

Table 44:  Confidence in PS leadership 

Confidence in PS 
Leadership 

Survey 
% 

Rev. 
Growth 

Emp. 
Attrition 

Billable 
Util. 

EBITDA 

1 ï No Confidence 1.9% 6.0% 18.9% 64.0% 15.9% 

2 5.8% 6.1% 20.6% 65.7% 17.7% 

3 19.4% 8.0% 15.3% 68.5% 9.6% 

4 50.1% 10.0% 11.6% 71.5% 17.4% 

5 ï High Confidence 22.8% 14.2% 11.2% 72.0% 14.9% 

Total/Average 100.0% 10.3% 12.9% 70.6% 15.3% 
 

Source: Service Performance Insight, February 2016 

Table 45:  Ease of getting things done 

Ease of getting 
things done 

Survey % 
Rev. 

Growth 
Emp. 

Attrition 
Billable 

Util. 
EBITDA 

1 ï Very hard 1.7% 1.4% 16.4% 62.8% 2.5% 

2 7.7% 8.4% 17.2% 65.4% 18.8% 

3 27.9% 8.4% 13.9% 69.1% 12.3% 

4 45.2% 10.9% 11.9% 71.9% 17.6% 

5 ï Very easy 17.6% 13.3% 11.3% 72.5% 14.4% 

Total/Average 100.0% 10.3% 12.8% 70.6% 15.4% 
 

Source: Service Performance Insight, February 2016 
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improves, so do other metrics including billable utilization, revenue per employee and revenue target 

attainment.  Interestingly, the fastest growing firms reported the greatest ease of getting things done 

while contracting organizations reported difficulty in getting things done. 

Dƻŀƭǎ ŀƴŘ aŜŀǎǳǊŜƳŜƴǘǎ ƛƴ !ƭƛƎƴƳŜƴǘ 

Another survey question 

asked, "Are goals and 

measurements in 

alignment for the service 

organization?"  Alignment 

speaks to a clearly 

articulated strategy with 

goals and measurements 

reinforcing the 

ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ǇǳǊǇƻǎŜ 

and stimulating action.   

Alignment or lack of 

alignment has a significant 

impact on bottom-line performance.  Lack of alignment emanates from a lack of clarity and conflicting or 

too many priorities.  It is characterized by low levels of employee engagement and functional silos or 

factions.  The highest performing service organizations exhibit clarity of purpose and alignment around a 

succinct set of core values and initiatives.  Effective measurements and compensation reinforce those 

values, linking strategy to execution.  As shown in Table 46 goals and measurements in alignment had a 

profound impact on service execution.  Revenue growth, billable utilization and net profit improved with 

better alignment.  

9ƳǇƭƻȅŜŜǎ IŀǾŜ /ƻƴŦƛŘŜƴŎŜ ƛƴ ǘƘŜ t{hϥǎ CǳǘǳǊŜ 

The level of employee 

confidence in the future of 

the PS organization has a 

profound impact on 

almost all key 

performance 

measurements.  Firms 

with the highest levels of 

employee confidence 

experienced the highest 

levels of billable utilization 

and revenue and margin 

target attainment.  In fact, almost every key performance measurement, from project margins to 

Table 46:  Goals and measurement in alignment 

Goal and 
measurements 
in alignment 

Survey 
% 

Rev. 
Growth 

Emp. 
Attrition 

Billable 
Util. 

EBITDA 

1 ï Not aligned 1.7% 8.6% 16.2% 66.1% 20.4% 

2 7.9% 10.2% 19.1% 68.6% 12.9% 

3 25.4% 8.6% 13.1% 69.0% 11.6% 

4 49.2% 10.2% 11.8% 71.0% 16.6% 

5 ï Very aligned 15.9% 13.5% 12.1% 73.3% 18.4% 

Total/Average 100.0% 10.3% 12.8% 70.6% 15.4% 
 

Source: Service Performance Insight, February 2016 

Table 47:  Impact ð  Employees Have Confidence in the PSO's Future 

Confidence in the 
PSO's Future 

Survey 
% 

Rev. 
Growth 

Emp. 
Attrition 

Billable 
Util. 

EBITDA 

1 ï Not confident 1.7% -1.9% 18.3% 61.7% 0.0% 

2 5.2% 5.0% 21.3% 68.3% 20.0% 

3 22.6% 6.9% 13.8% 68.2% 11.6% 

4 49.9% 10.9% 12.1% 71.7% 15.7% 

5 ï Very confident 20.6% 14.5% 11.3% 71.9% 17.6% 

Total/Average 100.0% 10.2% 12.9% 70.6% 15.1% 
 

Source: Service Performance Insight, February 2016 
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attrition to annual revenue target attainment had a positive correlation with employee confidence in 

the future of the PS organization.   

ά¢ƘŜ ǿƻǊƭŘ ƭƻǾŜǎ ŀ ǿƛƴƴŜǊέ ǎŜŜƳǎ ǘƻ ōŜ ŀƴ ŀǇǇǊƻǇǊƛŀǘŜ ŘŜǎŎǊƛǇǘƛƻƴ ŦƻǊ ǘƘŜ ǇƻǎƛǘƛǾŜ ǊŜǎǳƭǘǎ ƻŦ ǘƘŜ 

ƻǊƎŀƴƛȊŀǘƛƻƴǎ ǿƛǘƘ ǘƘŜ ƘƛƎƘŜǎǘ ƭŜǾŜƭ ƻŦ ŜƳǇƭƻȅŜŜ ŎƻƴŦƛŘŜƴŎŜΦ  ! ƪŜȅ άŎƘƛŎƪŜƴ ƻǊ ŜƎƎ ǉǳŜǎǘƛƻƴέ ŀƭǿŀȅǎ 

ŀǊƛǎŜǎ ŀǊƻǳƴŘ άŎƻƴŦƛŘŜƴŎŜ ƛƴ ǘƘŜ ŦǳǘǳǊŜέ ŀǎ ǘȅǇƛŎŀƭƭȅ ǘƘŜ ƘƛƎƘŜǎǘ ǇŜrforming and fastest growing 

organizations propel employees to have confidence in the future, while low confidence is indicative of 

organizations in turmoil or going through massive change as they reposition themselves to take better 

advantage of the future.   

9ŦŦŜŎǘƛǾŜ 9ƳǇƭƻȅŜŜ /ƻƳƳǳƴƛŎŀǘƛƻƴ 

wŜǎǇƻƴŘŜƴǘǎ ǿŜǊŜ ŀǎƪŜŘ ǘƻ ǊŀǘŜ άƻǳǊ ƻǊƎŀƴƛȊŀǘƛƻƴ ŜŦŦŜŎǘƛǾŜƭȅ ŎƻƳƳǳƴƛŎŀǘŜǎ ǿƛǘƘ ŜƳǇƭƻȅŜŜǎέΦ   

Independents reported 

better communication 

than ESOs.  The level of 

effective communication 

declined directly in 

proportion to the size of 

the organization.  In other 

words, the smallest 

organizations exhibited 

the best communication 

while the largest showed 

the worst.   

Talk may be cheap but without bidirectional communication, employees quickly become 

disenfranchised.  Creating an effective communication plan should make the short list for any 

improvement plan.    

hǊƎŀƴƛȊŀǘƛƻƴ 9ƳōǊŀŎŜǎ 

/ƘŀƴƎŜΣ ƛǎ bƛƳōƭŜ ŀƴŘ 

CƭŜȄƛōƭŜ 

 Change is a way of life for 

21st century professional 

service organizations.  One 

of the primary reasons 

why more and more 

companies out-task IT, 

accounting, law, strategy 

and marketing to 

specialized PS 

organizations is that the 

Table 48:  Impact ð Effective communication with employees 

Effective 
Communication 

Survey 
% 

Rev. 
Growth 

Emp. 
Attrition 

Billable 
Util. 

EBITDA 

1 ï Poor communication 1.9% 5.8% 22.7% 62.5% 35.0% 

2 9.4% 8.2% 17.3% 68.8% 11.7% 

3 27.0% 8.2% 13.6% 70.4% 13.7% 

4 46.3% 10.3% 11.6% 70.7% 16.6% 

5 ï Great communication 15.5% 15.2% 11.8% 72.5% 17.3% 

Total/Average 100.0% 10.2% 12.9% 70.6% 15.8% 
 

Source: Service Performance Insight, February 2016 

Table 49:  Impact ð  Organization Embraces Change, is Nimble and Flexible 

Organization Embraces 
Change 

Survey 
% 

Rev. 
Growth 

Emp. 
Attrition 

Billable 
Util. 

EBITDA 

1 ï Does not embrace 2.4% 7.7% 16.5% 64.2% 9.2% 

2 10.2% 6.0% 16.4% 70.5% 16.5% 

3 24.4% 8.6% 13.5% 68.9% 19.4% 

4 43.0% 10.8% 11.8% 70.9% 13.2% 

5 ï Very much embrace 19.9% 13.5% 12.0% 72.9% 16.7% 

Total/Average 100.0% 10.2% 12.8% 70.6% 15.6% 
 

Source: Service Performance Insight, February 2016 
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pace and amount of change and complexity is impossible to keep up with so they must reply on 

consultants and specialists.  

Each leadership dimension impacts all other leadership dimensions.  Nimble organizations that are able 

to easily adapt to change have higher levels of strategic clarity, confidence in leadership, lower levels of 

attrition and higher revenue growth.      

LƴƴƻǾŀǘƛƻƴ CƻŎǳǎŜŘ  

Innovation is a hot topic these days as technology innovators like Apple have created new markets and 

destroyed leaders like 

Research in Motion who 

were not able to see and 

ǊŜǎǇƻƴŘ ǘƻ ŀ άŎƻƴǎǳƳŜǊ-

ōŀǎŜŘέ ŦǳǘǳǊŜΦ  wŜǎŜŀǊŎƘ 

into the science of 

innovation shows 

innovators are more likely 

to take risks and have a 

high tolerance for failure.   

In professional services, 

innovation comes from 

exploring and embracing 

new business models, processes and technologies to improve productivity and quality.  To the extent 

thought leadership can be considered a component of innovation, PSOs excel at innovation.  The 

benchmark results depict the importance of striving for new and innovative solutions to problems.  

Innovative organizations provide employees with the confidence to know the organization will be 

around for years to come, and they will be continually challenged and personally grow as the 

organization expands. Innovation focus is not organization size dependent.  hƴŜ ƻŦ ǘƘƛǎ ȅŜŀǊΩǎ .Ŝǎǘ-of-

the-Best PSOs said their bŜƭƛŜŦ ƛǎ άƎǊŜŀǘ ƛŘŜŀǎ ŎƻƳŜ ŦǊƻƳ ŀƴȅǿƘŜǊŜέΦ  ¢Ƙƛǎ ƻǊƎŀƴƛȊŀǘƛƻƴ Ƙŀǎ ōǳƛƭǘ ŀ 

culture or empowerment, embracing innovation.  Any employee with a great idea, at any level, can build 

a business case and receive funding and support to tackle internal problems or create new solutions.   

 

Table 50:  Impact ð PS Innovation Focus 

Innovation Focused 
Survey 

% 
Rev. 

Growth 
Emp. 

Attrition 
Billable 

Util. 
EBITDA 

1 ï Not innovative 3.0% 7.0% 19.6% 60.6% 14.5% 

2 8.8% 4.1% 15.5% 68.8% 15.4% 

3 28.7% 10.2% 13.2% 70.3% 18.9% 

4 40.6% 9.7% 12.0% 70.9% 14.1% 

5 ï Very innovative 18.9% 14.5% 12.3% 72.7% 13.8% 

Total/Average 100.0% 10.2% 12.9% 70.6% 15.5% 
 

Source: Service Performance Insight, February 2016 
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7. Client Relationships Pillar  

The Client Relationships pillar focuses on the activities associated with 

business development and client management.  Finding and retaining 

customers is a primary means of growing a business, and is always one of 

the top challenges for PS firms. 

In this chapter SPI Research provides the PS Sales and Marketing Maturity 

aƻŘŜƭϰΣ along with statistics showing the benefits of sales and marketing 

investments.  This report examines service sales roles, compensation, 

client mix and a host of sales and marketing effectiveness metrics.  Since 

referrals are a primary driver of repeat business SPI Research also explores 

the correlation between client satisfaction and business success. 

Cultivating new and repeat clients is the lifeblood of the service industry.  Professional services 

organizations are in business to provide knowledge, expertise and guidance.  Their sales and marketing 

organizations must define target markets and clients by understanding their key challenges.  The job of 

service sales and marketing is to generate awareness and identify and close opportunities.  Services are 

intangible so the job of service sales and marketing has the added difficulty of creating concrete proof of 

ǘƘŜ ŦƛǊƳΩǎ ƪƴƻǿƭŜŘƎŜΣ ŜȄǇŜǊƛŜƴŎŜ ŀƴŘ ŘƛŦŦŜǊŜƴǘƛŀǘƛƻƴΦ 

¢ƘŜ ŜŦŦŜŎǘƛǾŜƴŜǎǎ ƻŦ ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ǎŀƭŜǎ ŀƴŘ ƳŀǊƪŜǘƛƴƎ ŜŦŦƻǊǘǎ ŘŜǘŜǊƳƛƴŜǎ ǘƘŜ ǉǳŀƭƛǘȅ ŀƴŘ ǎƛȊŜ ƻŦ ǘƘŜ 

pipeline; bid-to-win ratios; discounts; client satisfaction and the length of the sales cycle.  Effective sales 

and marketing organizations continually uncover new opportunities while ensuring existing customers 

ŎƻƴǘƛƴǳŜ ǘƻ ōǳȅ ŀƴŘ ǊŜŦŜǊΦ  ¢ƻŘŀȅΩǎ ǎǳŎŎŜǎǎŦǳƭ t{hΣ ǿƘŜǘƘŜǊ ŜƳōŜŘŘŜŘ ƻǊ ƛƴŘŜǇŜƴŘŜƴǘΣ ƛǎ ƛƴŎǊŜŀǎƛƴƎƭȅ 

taking charge of its own destiny by investing in sales, marketing and service packaging.   

Table 51:  PS Sales and Marketing Maturity ModelÊ 

 Level 1 
 

Level 2 
 

Level 3 
 

Level 4 
 

Level 5 
 

C
lie

n
t 

R
e

la
ti
o

n
s
h

ip
s 

Opportunistic.  No 
defined solution sets 
or go to market plan.    
Focus is on new 
customers and 
reference building. 
Individual heroics, no 
consistent sales, 
marketing or 
partnering plan or 
methodology.  Ad 
hoc, one-off projects. 

Start to use marketing to drive 
leads.  Multiple sales models.  
Start investing in sales 
training, CRM & sales 
methodology. Manual 
integration with PSA.  Start 
measuring sales effectiveness 
& customer satisfaction. Start 
developing partners and 
partner programs. Some level 
of proposal reviews and 
pricing control. 

Marketing, inside 
sales, solution sales 
with defined solution 
sets.  CRM integrated 
with PSA. Deal, pricing 
and contract reviews.  
Partner plan and 
scorecard.  Tight 
pricing and contract 
mgmt. controls. High 
levels of customer 
satisfaction. 

CRM, PSA, ERP integration 
provides 360-degree view of 
client relationships. Business 
process, vertical and 
horizontal solutions.  Vertical 
centers of excellence.  Top 
client and partner programs. 
Global contract and pricing 
management.  Key partner 
relationships. Strong 
customer reference programs. 

Executive 
relationships and 
client advisory board. 
Thought leadership.  
Brand building and 
awareness.  High 
customer satisfaction.  
Integrated sales, 
marketing and 
partnering programs.  
High quality 
references.  

Source:  Service Performance Insight, February 2016 

Table 51 highlights the five levels of maturity in the Client Relationships pillar.  As sales and service 

delivery processes mature, organizations move from selling anything and everything to anyone, to a 

more careful and selective approach to client selection; solution creation; deal capture; contract and 

pricing management, reference building and partnering.   
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Table 52:  Client Relationships Pillar 5-year trend 

Key Performance Indicator (KPI)  2011 2012 2013 2014 2015 

Bid-to-win ratio (per 10 bids) 5.21  5.19  4.96  4.92  4.95  

Deal pipeline relative to qtr. bookings forecast 203% 193% 190% 199% 172% 

Sales cycle (days: qualified lead to contract signing) 100  96  95  91  88  

Average service discount given N/A  N/A  N/A  7.3% 7.7% 

Solution development effectiveness 3.07  3.02  2.99  3.00  3.59  

Service sales effectiveness 3.25  3.20  3.24  3.14  3.57  

Service marketing effectiveness 2.39  2.61  2.70  2.72  3.29  

Percentage of referenceable clients  71.4% 75.4% 74.5% 73.7% 70.4% 

Time & materials % of work sold 52.8% 54.7% 51.7% 58.8% 46.7% 

Fixed time / fixed fee % of work sold 45.5% 42.8% 44.0% 36.3% 39.7% 

Shared risk / performance-based % of work sold 1.3% 1.4% 2.8% 2.1% 6.4% 

Other 0.4% 1.1% 1.5% 2.9% 7.2% 

Source: Service Performance Insight, February 2016 

PS Sales Maturity  

!ǎ ǇŀǊǘ ƻŦ ǘƘŜ t{ {ŀƭŜǎ ŀƴŘ aŀǊƪŜǘƛƴƎ aŀǘǳǊƛǘȅ aƻŘŜƭϰΣ {ŜǊǾƛŎŜ tŜǊŦƻǊƳŀƴŎŜ LƴǎƛƎƘǘ focuses on key 

success criteria and processes associated with PS sales, marketing and partnering.  SPI Research charts 

its definitions of sales maturity levels and shows how they progress as the organization enhances the 

knowledge and practice of solution selling resulting in superior client value (Table 53).   

Table 53:  PS Sales Maturity ModelÊ 

 Level 1 Level 2 Level 3 Level 4 Level 5 

  

Ad Hoc, 
Opportunistic, 

Heroic 

Piloted, Experimental, 
Pockets of Excellence 

Deployed, Basics in 
Place for All Key 

Elements 

Institutionalized, 
in the Company 

DNA / Fabric 

Visionary, Agile, 
Innovative, 

Continuous Renewal 
and Improvement 

C
lie

n
t 

V
a

lu
e 

Handcrafted 
projects, unique, 
highly dependent 
on individual team 
member skills.  

Limited replication or 
codification of service 
solutions.  Point product 
solutions primarily focused 
on rapid implementation. 
Starting to focus on 
adoption. 

Clear, value-based sales 
and marketing messages 
developed for product / 
vertical /geographic 
audiences. Some level of 
client value and ROI 
measurement. 

Client-centric, high 
value services 
developed and 
packaged.  
Demonstrated, 
measurable 
business value.  

Partnerships exist with 
most strategic, 
forward-thinking 
clients to develop and 
enhance leading edge 
services. Solutions 
deliver clear and 
significant value. 
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 Level 1 Level 2 Level 3 Level 4 Level 5 
S

a
le

s
 P

ro
c
e

s
s 

Opportunistic and 
instinctive with ad 
hoc service 
offerings. No 
consistent sales 
methodology. 
Variation in pricing 
methods. 
Inconsistent 
proposals, quotes, 
contracts. Limited 
to no investment 
in sales training, 
methods or tools.  

Dedicated solution selling 
teams. Repeatable 
process for point solutions. 
Implementing sales 
methodology, reinforced in 
CRM.  Reusable proposal 
boilerplate.  Informal 
proposal roles and self-
governing proposal teams.  
Standard price list and 
discount authority.  
Developing standard 
estimating tools.   

Consistent solution selling 
methods & tools reinforced 
and supported in CRM.  
Solution-oriented best 
practices. Consistent 
estimating and risk 
evaluations. Bid 
qualification criteria. 
Standard contracts and 
statements of work.  Clear 
roles, responsibilities and 
timelines.  Sales 
organization trained to 
effectively sell solutions. 

Solution and value 
selling is a way of 
life with appropriate 
measurements and 
controls with fully 
integrated 
supporting systems 
and tools. 
Sophisticated 
selling strategies 
including quantified 
client value with 
improved KPIs and 
positive ROI. 

Established thought 
leadership and trusted 
advisor at highest 
levels.  Continual 
investment in 
improving and 
expanding service 
portfolio as a means of 
market expansion.  
Effective proposal 
center delivers timely, 
high-quality estimates, 
proposals, contract 
and risk reviews. 

P
a

rt
n

e
rs 

Ad hoc and 
opportunistic 
without clearly 
defined roles. 

Partner plan in place, but 
conflicts still exist. Defined 
partner programs to 
extend market reach.  

Solution sets designed 
with partners in mind 
(defined roles and 
deliverables for prime, 
hybrid, sub). Top partner 
program.  

Co-development 
with partners. 
Partners are 
integral part of 
service packaging 
and rollout. 

Co-opetition.  Partners 
contribute to 
company's overall 
service innovation by 
providing SME 
feedback and insights. 

C
lie

n
t 

S
a

t 

P
ro

g
ra

m
s Ad hoc reference 

requests. No 
formal program. 
Heroic. 

Client reference programs 
established to extend 
market reach. 

Proof, testimonials and 
references to support 
solution client value. 
Consistent, ongoing 
satisfaction measures. 

Client advisory 
board influences 
roadmap, 
participates in beta 
programs.  

Strategic clients are 
company and service 
evangelists. 

Source: Service Performance Insight, February 2016 

Table 54 depicts PS sales maturity progression.  As organizations enhance their solution selling 

capabilities, methods, systems and tools, overall sales effectiveness improves dramatically.  These 

efforts pay for themselves in higher percentages of sales quota achievement; better sales forecasting 

accuracy; improved pricing and estimating accuracy resulting in fewer project overruns; faster sales 

cycles due to better deal qualification; larger deals; more PS revenue by account; larger pipelines and 

significantly better reference clients.  

Table 54:  PS Sales Maturity Progression 

 
Initiated 
Level 1 

Piloted 
Level 2 

Deployed 
Level 3 

Institution. 
Level 4 

Optimized 
Level 5 

Percent in each level 29.4% 24.6% 25.1% 15.0% 5.9% 

Service selling spend as a % of service revenue 10.0% 7.5% 10.3% 6.0% 4.6% 

FTEs dedicated to service sales 7.19 9.60 8.11 9.18 2.86 

Annual service sales revenue quota / person 
(mm) 

$1.13 $1.47 $1.86 $1.95 $1.92 

% of service sales people achieving annual quota 63.0% 63.9% 68.1% 72.2% 75.0% 

Average quarterly sales bookings forecast 
variance (Forecast/Actual) 

21.2% 19.3% 16.9% 14.3% 7.5% 

Service pricing accuracy (proposed price to actual 
delivery cost) 

80.5% 83.5% 82.9% 83.6% 84.2% 

Sales cycle from qual. lead to contract sign. (days) 109 97 94 89 125 
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Initiated 
Level 1 

Piloted 
Level 2 

Deployed 
Level 3 

Institution. 
Level 4 

Optimized 
Level 5 

Average closed deal size (k) $77 $111 $124 $121 $171 

Average annual service revenue by account (k) $148 $142 $157 $345 $271 

Percentage of revenue from new clients 25.0% 26.3% 25.9% 29.8% 31.4% 

Bid-to-win ratio (per 10 bids) 4.30 5.05 5.58 5.93 6.20 

Deal pipeline relative to qtr. bookings forecast 147% 203% 187% 209% 200% 

Annual days of sales training taken / sales rep. 2.17 3.54 5.11 3.95 4.30 

Service sales effectiveness (1 to 5 scale) 2.76 3.04 3.02 3.18 3.91 

% of "Referenceable" Clients 71.1% 67.9% 71.6% 76.5% 84.1% 

Source: Service Performance Insight, PS Sales and Marketing Benchmark October 2013 

PS Sales Effectiveness Metrics 

Service sales effectiveness is a subjective question but typically refers to the percentage of sales people 

who achieve quota and the probability that the sales organization will achieve its targets.  SPI Research 

asked respondents to rank the effectiveness of the service sales organization on a scale from 1 to 5 with 

5 representing perfection (Table 55).  Sales effectiveness has a profound impact on all aspects of PS but 

unfortunately more than 10% give sales effectiveness a failing grade of 1 or 2; 32% give sales 

ŜŦŦŜŎǘƛǾŜƴŜǎǎ ŀƴ άhYέ ǎŎƻǊŜ ƻŦ о; 60% give sales effectiveness high marks.  These sales effectiveness 

scores are substantially higher than in past surveys.  ¢Ƙƛǎ ȅŜŀǊΩǎ ǊŀǘƛƴƎ ƻŦ ǎŀƭŜǎ ŜŦŦŜŎǘƛveness scored 3.57 

ƻǳǘ ƻŦ р όтм҈ύ ǿƘƛŎƘ ƛǎ ǎǳōǎǘŀƴǘƛŀƭƭȅ ƘƛƎƘŜǊ ǘƘŀƴ ƭŀǎǘ ȅŜŀǊΩǎ ǎŎƻǊŜ ƻŦ оΦмп όснΦу҈ύ ōǳǘ there is still room 

for improvement. With economic recovery, the age old schism between sales and PS delivery is not as 

apparent.  Another significant sales effectiveness catalyst has been the changing role of PS within 

product-driven organizations.  No longer the ugly stepchild; PS is now seen as the primary customer 

usage and adoption engine, fueling product expansion and incremental product and service sales.  

Table 55:  Impact ð Service Sales Effectiveness Impact on Performance 

Sales 
Effectiveness 

Survey 
Annual 

Revenue 
Growth 

Bid-
Win 
Ratio 

Size of 
Sales 

Pipeline 

Revenue 
per 

consultant 

Revenue 
per 

employee 
Backlog EBITDA 

1 - Low 1.3% 8.9% 4.57 179% $154 $121 21.4% 12.5% 

2 9.4% 6.6% 4.38 154% 185 147 40.0% 15.9% 

3 32.1% 9.1% 4.75 158% 195 151 40.9% 13.0% 

4 45.2% 10.8% 5.11 179% 201 160 41.2% 16.2% 

5 - High 11.9% 13.6% 5.53 191% 205 172 38.7% 23.0% 

Total/Avg. 100.0% 10.1% 4.97 172% $197 $157 40.4% 15.9% 

Source: Service Performance Insight, February 2016 

http://www.spiresearch.com/spi-research/reports/2013pssmb.html
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PS Marketing Maturity  

The global economy has evolved into a services economy with services like health care, technology and 

consulting representing the hottest areas of growth.  Marketing services is an important skill, and a 

tough one, for businesses to develop.  Without a tangible product to show and tell customers about, 

service marketers must be adept at pulling together all the pieces of the marketing mix to demonstrate 

value for their target clients.  Services are inherently intangible, are consumed simultaneously at the 

time of their production, and cannot be stored, saved or resold once they have been used.  Service 

offerings are unique and cannot be exactly repeated even by the same service provider.  Service 

marketing has become a big business with a focus on establishing the services brand, generating 

awareness and leads while providing powerful tools and collateral to support service sales and delivery. 

Relationships Are Key 

In service marketing, because there is no tangible product, relationships are key ς both with the services 

sales force and clients.  Service marketers must listen to and understand the needs of customers and 

prospects to identify the compelling reasons they buy and what attributes they most care about to build 

differentiation for the firm.  The role of service marketing is to identify target markets and clients and to 

position the firm and its solutions while supporting the sales force with lead generation and reference 

building activities.  In many organizations, service marketing is also responsible for developing customer 

references, testimonials, case studies and client advisory boards.   

Services Marketing versus Service Lifecycle Management 

A key finding from this benchmark is most PS organizations are confusing service marketing with service 

lifecycle management.  Service marketing is clearly an aspect of service lifecycle management but most 

often does not encompass the truly transformational elements of building repeatable service delivery 

methods and tools, which we include in the larger scope of service lifecycle management.   

Table 56:  PS Marketing MaturityÊ Levels 

 Level 1 Level 2 Level 3 Level 4 Level 5 

 

Ad Hoc, 
Opportunistic, 

Heroic 

Piloted, Experimental, 
Pockets of Excellence 

Deployed, Basics in 
Place for All Key 

Elements 

Institutionalized, in 
the Company DNA / 

Fabric 

Visionary, Agile, 
Innovative, Continuous 

Renewal and Improvement 

C
lie

n
t 

V
a
lu

e 

Handcrafted 
projects, unique, 
highly dependent 
on individual team 
member skills.  

Limited replication or 
codification of service 
solutions.  Point product 
solutions primarily 
focused on rapid 
implementation.  

Clear, value-based 
sales and marketing 
messages for product, 
vertical, geographic 
audiences. Some level 
of client value and ROI 
measurement. 

Client-centric, high 
value services 
developed and 
packaged.  
Demonstrated, 
measurable business 
value.  

Partnerships exist with most 
strategic, forward-thinking 
clients to develop and 
enhance leading edge 
services.  
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 Level 1 Level 2 Level 3 Level 4 Level 5 

M
a

rk
e

ti
n

g 
Tactical.  Limited 
to no investment 
in service 
marketing.  

Campaign-driven, 
focused initiatives. 
Service marketing 
includes collateral, web 
and in-person seminars, 
and other promotions 
with voice of the 
customer for specific 
service offers.  

Programmatic and 
comprehensive. 
Service marketing - 
target-market and 
segment focus to 
establish 
differentiation. 

Strategic and global, 
service portfolio 
reflects and supports 
brand and industries.  
Service portfolio 
management and 
strategic marketing 
efforts aligned. 

Brand, thought leadership, 
and innovation are 
established and supported 
through all marketing 
activities. 

High brand value.     

T
e

a
m

 D
e

fi
n

it
io

n
 

a
n

d
 

C
o

m
p

o
s
it
io

n 

None. Lack of 
service marketing 
organizational 
definition. 

Organizational structure 
includes borrowed or 
rotational roles to 
support service 
marketing efforts. 

Permanent service 
marketing roles 
defined, staffed and 
funded. 

Effective service 
marketing leadership 
and management. 

Service marketing 
organization is strategic and 
continually impacts 
company's success. 

M
a

rk
e

ti
n

g
 B

u
d

g
e
t 

P
la

n
 /
 

B
u

s
in

e
s
s
 P

la
n 

No budgeting for 
service marketing.  
Business planning 
does not 
incorporate 
service marketing. 

Ad hoc, one off, 
impact not 
measurable. 

Budgeting includes 
service marketing costs 
and projected results.  
Business planning 
capabilities are based 
on individuals' 
experiences. 

Budgeting process 
fully incorporates 
service marketing 
investments, revenue, 
profit planning.  
Mature business 
planning capabilities. 

Service marketing 
and portfolio 
planning is a 
strategic component 
of annual budgeting 
process.   

Decisions to fund service 
marketing are based on 
complex, reliable business 
modeling levers as part of 
budget plan.  Service 
marketing business plan 
justification is mature - 
comprehensive, fact-based, 
insightful. 

Source: Service Performance Insight, February 2016 

SPI Research recommends organizations start with service marketing ς creating sales tools, service 

descriptions and value-based presentations.  All of these activities will add value to the organization and 

will start to build brand-awareness and generate leads.  After the organization gains success and traction 

with service marketing it will be in a better position to tackle true service lifecycle management, which 

not only involves sales and marketing but also extends to product management and service execution 

with repeatable tools, methods and systems.    

Service Marketing Effectiveness 

Having a service marketing focus is not enough.  Marketing must develop effective thought leadership, 

marketing campaigns, sales tools and sales enablement to increase thŜ ŦƛǊƳΩǎ ōǊŀƴŘ ŀǿŀǊŜƴŜǎǎΣ 

showcase thought leadership and bring in qualified leads.  The most successful PS marketing efforts 

ǊŜǉǳƛǊŜ ŀ ǎǘǊŀǘŜƎƛŎ ŦƻŎǳǎ ǘƻ ŜƴǎǳǊŜ ǘƘŜȅ ŀǳƎƳŜƴǘ ŀƴŘ ŜƴƘŀƴŎŜ ǘƘŜ ŦƛǊƳΩǎ ǎǘǊŀǘŜƎȅΦ  aŀǊƪŜǘƛƴƎ ǎƘƻǳƭŘ ōŜ 

charged with bringing the fƛǊƳΩǎ Ǿƛǎƛƻƴ ŀƴŘ ǎǘǊŀǘŜƎȅ ǘƻ ƭƛƎƘǘ ǘƘǊƻǳƎƘ ŜŦŦŜŎǘƛǾŜ ǇƻǎƛǘƛƻƴƛƴƎΦ  ²ƛǘƘƻǳǘ ŀ 

seat at the executive table, marketing will be relegated to tactical lead generation activities.  Effective 

marketing requires dedicated, skilled personnel along with sustained funding. 

SPI Research asked how effective service marketing was on a scale of 1 to 5, with 5 representing 

excellent.  Marketing effectiveness has consistently been given an even worse score than sales 

effectiveness.  This year marketing effectiveness improved significantly from an abysmal rating of 2.72 

(54%) last year to a somewhat more respectable rating of 3.29 (65%) this year. More than 20% of 

organizations give marketing effectiveness a failing grade of 1 or 2.  For the 43.7% of firms who gave 
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their marketing efforts a strong score of 4 or 5, marketing has a significant positive impact on most 

client relationship metrics.  Organizations with high service marketing effectiveness showed higher 

revenue growth, shorter sales cycles, a higher percentage of revenue from new clients, more reference 

clients and a lower level of discounting.  Marketing is certainly worth the expense if it is well-staffed, 

fully funded and positioned strategically.  

Table 57:  Impact ð Marketing Effectiveness Impact on Performance 

Marketing 
Effectiveness 

Survey 
Revenue 
Growth 

Length of Sales 
Cycle (days) 

New Client 
Revenue 

Reference 
Clients 

Discounts 

1 - Low 2.7% 9.6% 107.1 28.9% 65.4% 10.5% 

2 18.2% 10.1% 95.1 32.7% 68.1% 9.3% 

3 35.3% 9.6% 89.7 25.4% 69.8% 6.9% 

4 34.5% 9.5% 83.7 26.4% 71.3% 7.0% 

5 - High 9.2% 15.1% 79.9 28.2% 75.0% 9.0% 

Total/Average 100.0% 10.1%         88.2 27.4% 70.4% 7.7% 

Source: Service Performance Insight, February 2016 

Service Packaging 

Most professional service 

organizations have a service 

delivery methodology or 

blueprint.  Many already have 

some type of service packaging 

initiative.  Typically, when PSOs 

define service products they limit 

the scope and therefore the 

impact of a comprehensive 

service product portfolio. 

Service packaging or productizing 

is: ά¢ƘŜ ǇǊƻŎŜǎǎ ƻŦ ŘŜƭƛƴŜŀǘƛƴƎΣ ōǳƛƭŘƛƴƎΣ ŘŜǇƭƻȅƛƴƎ ŀƴŘ ƛƳǇǊƻǾƛƴƎ ŀ ŎƭŜŀǊƭȅ ŘŜŦƛƴŜŘ, tested, packaged 

service product to achieve operational improvements in support of an organƛȊŀǘƛƻƴΩǎ ǎǘǊŀǘŜƎƛŎ 

objectivesέ 

Simply defined, "proŘǳŎǘƛȊŀǘƛƻƴέ means creating a tangible product based on the services provided with 

the following core attributes: 

D Defined service offering with supporting marketing materials detailing client value and benefits; 

D Comprehensive sales playbook with supporting sales collateral and materials; 

D Clearly defined and bounded service delivery scope, assumptions, processes, tasks, roles, 

staffing requirements, duration, pricing structure and outcomes; 
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D Standardized delivery methods, templates and tools; 

D Embedded quality controls and project governance; and 

D Enforced feedback and continuous improvement. 

Productized services can be stand-ŀƭƻƴŜΣ άŦŀǎǘ ǎǘŀǊǘέ ƻŦŦŜǊƛƴƎǎΣ ƻǊ ǘƘŜȅ Ŏŀƴ ōŜ ŎƻƳǇƻƴŜƴǘǎ ƻŦ ŀƴ ƻǾŜǊŀƭƭ 

service portfolio.  An organization can offer productized services in one or hundreds of locations. 

Regardless of its reach, the service must possess the core attributes that make the training, sales and 

delivery processes clear, consistent and repeatable. 

Moreover, a productized service demonstrates the PSO has a consistent knowledge base and unique 

intellectual property.  This approach shows the PSO has the skills to deliver the service within a pre-

defined time and cost.  Without productizing, professional services are less tangible and the benefits 

harder to define. 

Service Performance Insight believes that systematic development of service packages is becoming 

increasingly important for companies seeking market differentiation and improved competitiveness.  

Service packaging is more successful when an organization uses a framework to choreograph roles and 

responsibilities and define clear outcomes by phase.  This approach leverages client knowledge from 

existing project plans.  The speed and quality of service packaging improve with experience.   

¢ƘŜ ŦƛǾŜ ǇƘŀǎŜǎ ƻŦ {tL wŜǎŜŀǊŎƘΩǎ {[aоϰ ǎŜǊǾƛŎŜ ǇŀŎƪŀƎƛƴƎ ƳŜǘƘƻŘƻƭƻƎȅ ŀǊŜ shown below. Each step 

outlines key decision points and deliverables that break the service packaging effort into its measurable 

and actionable components: 

1. Innovate ς Identify service packaging candidates; conduct research; analyze the market; fund 
the effort. 

2. Define ς Plan the overall effort; define requirements and content; design service packaging 
methods, tools, and processes. 

3. Develop ς Build service products based on best practices, consistent methodology, and tools; 
test assumptions.  

4. Launch ς Conduct beta test; assemble sales, marketing, and delivery documents; train sales and 
service professionals; execute sales and marketing campaigns; deliver with quality. 

5. Optimize ς Develop measurements and rewards; garner sales, PS organization, and client 
feedback; identify areas for improvement.  Propose significant changes and add-on services back 
ǘƘǊƻǳƎƘ ǘƘŜ άLƴƴƻǾŀǘŜέ ǎǘŀƎŜΦ 

Table 58 presents the benefits organizations will derive by following a robust methodology such as 
{[aоϰΦ 
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Table 58:  Service Packaging Benefits 

Phase Benefits 

Innovate 

¶ Easier to sell and position complete service portfolio 

¶ Clients understand business value ï shortened sales cycle 

¶ Faster, more iterative projects produce superior client business value  

¶ Able to clobber the competition 

Define 

¶ Well documented and understood service portfolio 

¶ Faster time to value, more projects delivered on-time, on-budget 

¶ Clear policies, roles, blueprints, templates and tools facilitate new-hire ramping  

¶ Reuse, consistency and quality are the norm 

Develop 

¶ Consistent global service portfolio 

¶ Repeatable blueprints, methods, tools and IP  

¶ Lower project delivery costs, higher utilization, better margins 

Launch 

¶ Clear Sales and Marketing plan improves Sales and Marketing effectiveness 

¶ Better Bid-to-Win Ratio 

¶ Larger pipelines  

¶ Satisfied, reference clients 

Optimize 

¶ More extension and upgrade opportunities for add-on revenue 

¶ Higher client retention and repurchase  

¶ Improved visibility to future client needs 

Source: Service Performance Insight, February 2016 

Solution Development Effectiveness 

Solution development effectiveness requires consistent PS and Sales executive funding and support.  Ad 

hoc teams of benched consultants cannot be effective in developing a compelling and meaningful 

solution development strategy and program.  Based on the Service Lifecycle Management Maturity 

Modelϰ benchmark, very few organizations are effective at service productization.  Creating an effective 

and efficient solution development process is, in itself, a difficult undertaking.  Most firms are struggling 

to do this because solution development crosses over traditional functional boundaries and requires 

both collaboration and change.  Getting all of the constituent groups - professional services, sales, 

marketing, product management and channel partners - on the same page to create compelling 

solutions for the targeted markets is a daunting task. 

Solution development requires significant leadership, organizational commitment and change 

management.  Service Performance Insight believes that the following are critical success factors for 

instantiating and sustaining a successful solution development program: 

æ Articulated and understood services strategy; 

æ Service productization program vision; 

æ Active executive sponsorship; 

æ Market-driven focus; 

http://www.spiresearch.com/service-lifecycle-management-maturity-model%E2%84%A2/
http://www.spiresearch.com/service-lifecycle-management-maturity-model%E2%84%A2/
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æ Global company adoption of program; 

æ Resource commitment; 

æ Cross-functional participation; and 

æ Common sales and delivery method, tools, and templates. 

{ŜǊǾƛŎŜ tŜǊŦƻǊƳŀƴŎŜ LƴǎƛƎƘǘΩǎ ǊŜŎƻƳƳŜƴŘŜŘ {[aоϰ organizational structure, foundation, and 

methodology are architected to enable the committed organization to be successful.  

SPI Research asked how effective solution development was on a scale of 1 to 5, with 5 representing 

excellent.  Solution Development effectiveness has consistently been given a lower score than sales 

effectiveness but higher than marketing effectiveness.  This year solution development effectiveness 

(3.59 or 72%) surpassed sales effectiveness (3.57 or 71%) for the first time. The highest solution 

development scores were posted by SaaS organizations (3.83 or 77%) who rely on packaged solutions to 

help them sell and drive customer adoption (Table 59).  For the 58.5% of firms who gave their solution 

development efforts a passing score of 4 or 5, solution development had a significant positive impact on 

most client relationship metrics.  Organizations with high solution development effectiveness showed 

higher revenue growth, better bid-win ratios and significantly higher revenues per consultant and 

employee. Solution development should be a strategic priority for all PS organizations.  

Table 59:  Impact ð Solution Development Effectiveness Impact on Performance 

Sales 
Effectiveness 

Survey 
Annual 

Revenue 
Growth 

Bid-
Win 
Ratio 

Size of 
Sales 

Pipeline 

Revenue 
per 

consultant 

Revenue 
per 

employee 
Backlog EBITDA 

1 - Low 2.5% 9.4% 3.96 192% $144 $104 23.6% 10.1% 

2 9.6% 6.9% 4.11 173% 194 149 40.9% 17.2% 

3 29.4% 9.5% 4.93 164% 194 156 46.2% 13.5% 

4 43.1% 10.5% 4.87 175% 198 160 38.5% 15.4% 

5 - High 15.4% 12.6% 5.83 171% 213 160 36.4% 20.3% 

Total/Avg. 100.0% 10.1% 4.97 172% $197 $157 40.4% 15.9% 

Source: Service Performance Insight, February 2016 

Survey Results 

The following section reviews and analyzes 2016 t{ aŀǘǳǊƛǘȅϰ ōŜƴŎƘƳŀǊƪ ǊŜǎǳƭǘǎ ŦǊƻƳ 549 participating 

Professional services organizations.  In this section SPI Research analyzes 35 Client Relationship key 

performance measurements that are critical for measuring sales, marketing and solution development 

effectiveness.  

The size of the deal pipeline is an important predictor of future revenue.  The size of the deal pipeline 

has declined precipitously from last year (172% this year compared to 199% last year). This significant 

decline is a powerful predictor of future declines in PS revenues.  Caution must be paid!   
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Table 60 shows the size of the deal pipeline compared to the quarterly bookings forecast is stronger for 

embedded ESOs however both ESO and PSO pipelines have declined dramatically from last year.  ESO 

pipelines declined from 215% to 178% (-37%) while independent pipelines declined from 192% to 160% 

(-32%).  By geography the deal pipeline is strongest for APac followed by the Americas with EMEA last.  

These figures are down significantly from last yeŀǊΩǎ ǊŜǎǳƭǘǎΦ  ¢ƘŜ ŘŜŀƭ ǇƛǇŜƭƛƴŜ ƛƴ !t!/ Ƙŀǎ ŘŜŎƭƛƴŜŘ 

from 213% to 184%; Americas from 196% to 178% and EMEA from 204% to 153%.  This metric portends 

stormy seas ahead across the PS industry.  Firms should take heed to reexamine 2016 revenue forecasts. 

Just as we have seen the size of the deal pipeline decline year over year, so too has the percentage of 

revenue from new clients.  Across the benchmark, new client revenue declined from 29% last year to 

27.5% (-1.5%) this year. Both of these declines are significant and portend trouble ahead.  PS 

organizations should carefully review leading sales indicators before they make significant 

investments in expansion as the PS market may be softening, particularly in EMEA.  Revenue from new 

clients declined from 29.7% to 29.5% in the Americas; 27% to 22.9% in EMEA and 27.8% to 25.5% in 

APAC.  

Table 60:  Client Relationships KPIs by Organization Type and Geographic Region 

Key Performance Indicator (KPI) 2015 ESO PSO Americas EMEA APac 

Revenue from new clients  27.5% 34.9% 23.9% 29.5% 22.9% 25.5% 

Bid-to-win ratio (per 10 bids) 4.95 4.98 4.94 5.08 4.49 5.43 

Deal pipeline relative to qtr. bookings 
forecast 

172% 196% 160% 178% 153% 184% 

Sales cycle (days: qualified lead to 
contract signing) 

88 98 83 90 83 86 

Average service discount given clients 7.7% 10.8% 6.2% 8.2% 6.6% 6.8% 

Percentage of referenceable clients  70.4% 65.4% 72.8% 71.2% 68.8% 69.6% 

Service sales effectiveness 3.59 3.63 3.57 3.60 3.50 3.81 

Service marketing effectiveness 3.57 3.56 3.57 3.60 3.49 3.53 

Solution development effectiveness 3.29 3.20 3.34 3.29 3.26 3.44 

Source: Service Performance Insight, February 2016 

Another indicator of softening demand is the level of discounting.  Average discounts edged up from 

7.3% last year to 7.7% this year. Embedded PSOs reported significantly higher levels of discounting, 

longer sales cycles and fewer client references than independents.  The highest average discounts were 

reported by embedded SaaS and Software PSOs at 11.8%. They also gave poorer ratings for sales, 

marketing and solution development effectiveness.  Larger embedded PSOs should invest in their own 

solution architects and service marketing and packaging.  These efforts pay dividends in reduced 

discounting and higher levels of client referenceability and satisfaction. 

By organization size, the deal pipeline is strongest for the largest organizations and weakest for the 

smallest.  The smallest firms tend to live deal to deal with limited future visibility. Interestingly, client 

referenceability declines with organization size as larger PSOs cannot afford to provide a personalized 



 2016 Professional Services MaturityÊ Benchmark 
 

© 2016 Service Performance Insight  www.netsuite.com    97   

 

touch and approach to each client.  For small firms, making every client a success is a business 

imperative.  The largest organizations reported the best bid-win ratios, strongest pipelines and highest 

effectiveness scores but they also produced the fewest reference clients and gave the highest discounts.   

Of particular note is the decline in the size of the sales pipeline.  It has dropped precipitously, in most 

cases by more than 20%.  This should signal caution and scrutiny.  Firms of all sizes are well-advised to 

carefully scrub their sales pipeline before they make significant growth investments.  

Table 61:  Client Relationships KPIs by Organization Size  

Key Performance Indicator (KPI) Under 10 10 - 30 31 ð 100 101 - 300 301 - 700 Over 700 

Revenue from new clients  27.7% 28.7% 29.0% 26.0% 23.9% 28.4% 

Bid-to-win ratio (per 10 bids) 4.96 4.89 5.14 4.63 4.74 5.31 

Deal pipeline relative to qtr. bookings 
forecast 

143% 159% 171% 175% 184% 196% 

Sales cycle (days: qualified lead to 
contract signing) 

73 88 91 96 86 83 

Average service discount given clients 6.3% 7.5% 6.9% 7.5% 8.8% 9.8% 

Percentage of referenceable clients  73.0% 70.2% 73.6% 68.5% 72.0% 64.9% 

Service sales effectiveness 3.58 3.51 3.49 3.66 3.52 3.86 

Service marketing effectiveness 3.47 3.50 3.45 3.64 3.65 3.77 

Solution development effectiveness 3.06 3.15 3.24 3.39 3.27 3.60 

Source: Service Performance Insight, February 2016 

By vertical, embedded software PSOs reported the strongest deal pipeline while architects and 

engineers reported the weakest.  Architects reported the highest levels of client referenceability, 

software PSOs reported the poorest.  Service discounting is prevalent in embedded PSOs, particularly if 

they work on a time and materials basis with known rate cards.  SaaS PSOs reported the best sales, 

marketing and solution development effectiveness; hardware PSOs reported the worst. 

Tables 62 and 63 show key client relationships metrics by vertical market.  Best performing verticals are 

highlighted in green, worst are highlighted in red. Accountancies had the worst scores.  

Table 62:  Client Relationships KPIs by Vertical Service Market  

Key Performance Indicator (KPI) 
IT 

Consult. 
Software 

Mgmt. 
Consult. 

Arch./ 
Engr. 

SaaS 
Mgd. 
Serv. 

Hard. & 
Network 

Revenue from new clients  25.9% 31.8% 23.2% 21.7% 44.2% 19.7% 37.9% 

Bid-to-win ratio (per 10 bids) 4.79 5.04 5.39 4.62 5.18 4.32 4.93 

Deal pipeline relative to qtr. bookings 
forecast 

172% 212% 151% 142% 190% 167% 157% 

Sales cycle (days: qualified lead to 
contract signing) 

88 104 78 93 93 84 75 

Average service discount given clients 7.6% 11.8% 4.9% 4.0% 11.8% 8.3% 8.6% 
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Key Performance Indicator (KPI) 
IT 

Consult. 
Software 

Mgmt. 
Consult. 

Arch./ 
Engr. 

SaaS 
Mgd. 
Serv. 

Hard. & 
Network 

Percentage of referenceable clients  72.5% 64.1% 74.2% 74.5% 65.9% 68.6% 64.6% 

Service sales effectiveness 3.56 3.63 3.68 3.52 3.83 3.64 3.27 

Service marketing effectiveness 3.56 3.49 3.55 3.48 3.70 3.64 3.29 

Solution development effectiveness 3.33 2.98 3.29 3.31 3.53 3.43 3.20 

          Source: Service Performance Insight, February 2016 

Table 63:  Client Relationships KPIs by Vertical Service Market  

Key Performance Indicator (KPI) R&D VAR Acct. 
Advert./ 
Marcom 

Staffing Other PS 

Revenue from new clients  25.4% 39.2% 18.3% 19.0% 17.6% 21.2% 

Bid-to-win ratio (per 10 bids) 4.75 4.73 5.29 4.55 5.88 5.46 

Deal pipeline relative to qtr. bookings forecast 139% 196% 133% 164% 167% 163% 

Sales cycle (days: qualified lead to contract 
signing) 

64 115 50 67 58 103 

Average service discount given clients 7.1% 7.1% 4.0% 7.0% 2.8% 3.1% 

Percentage of referenceable clients  67.9% 69.3% 70.8% 76.8% 65.6% 71.3% 

Service sales effectiveness 3.64 3.50 3.23 3.67 3.56 3.64 

Service marketing effectiveness 3.71 3.85 3.54 3.83 3.78 3.73 

Solution development effectiveness 3.71 3.29 3.46 3.25 3.33 3.45 

Source: Service Performance Insight, February 2016 

¢ȅǇŜ ƻŦ ²ƻǊƪ {ƻƭŘ 

L¢ ŎƻƴǎǳƭǘŀƴŎƛŜǎ ŘƻƳƛƴŀǘŜŘ ǘƘƛǎ ȅŜŀǊΩǎ 

benchmark with 35% of the participants, 

favoring IT consulting as the most prevalent 

type of work sold (Figure 39).  Both embedded 

and independent PSOs are delivering more 

business and management consulting ς 

encroaching on the pure play management 

consultancies.  Today many IT consultancies 

have equal numbers of business analysts and 

technical consultants ς they focus on business 

process improvement and streamlining 

cumbersome business processes.  Increasingly 

technology-focused PS providers are adding 

industry and domain experts to ensure 

Figure 39:  Type of Work Sold  

 

Source: Service Performance Insight, February 2016 
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horizontal technologies can be adopted and modified to reflect the unique needs of vertical industry 

clients.   

Underlying technologies no longer require customization and integration; they have become easier to 

install and integrate with standard data loaders and connectors.  Ensuring user adoption has become 

the primary concern of embedded PSOsΦ  ¢Ƙƛǎ ƳŜŀƴǎ ǘƻŘŀȅΩǎ Ŏƻƴǎǳƭǘŀƴǘǎ ƴŜŜŘ ǘƻ ǳƴŘŜǊǎǘŀƴŘ ōǳǎƛƴŜǎǎ 

processes and what business users want and need to drive user adoption. Technology consulting now 

includes workflow mapping, business process modelling, rollout plans and administrator and end-user 

training with a focus on user adoption.   

This year we saw a spike in managed services revenue, growing from 8.0% to 11.6% of all work sold. 

Embedded SaaS organizations are responsible for this spike as they saw their managed service revenues 

grow from 2.4% last year to 21.9% this year. Most SaaS embedded PSOs have started adding managed 

service offers as they out task all elements of running their applications for their clients. For many 

independents, the promise of managed services as a source of annuity revenue has not been fully 

realized because technology vendors have grabbed these opportunities from independents by offering 

better economies of scale. In this benchmark, staff augmentation has declined to only 6.5% of work sold. 

Staffing providers have been squeezed by vendor service agreements and have moved upstream to offer 

business and IT consulting.  Pure play staffing and managed services are drifting toward 

commoditization ς with too many competitors chasing too few opportunities.  The margins in this low 

end of the market have become razor thin as large buyers demand vendor service agreements with low 

rates for common skills.  Mergers and acquisitions in both staff augmentation and managed services are 

common as suppliers seek to improve their own economies of scale.    

Table 64 depicts the types of work sold by embedded and independent service providers and by major 

geographic regions.  This year embedded PSOs delivered 15.2% of their work as management 

consulting, showing the shift towards business process consulting, away from technical consulting. They 

also grew their managed service revenues from 5.5% last year to 15.1% this year.  

Table 64:  Type of Work Sold by Organization Type and Geographic Region 

Type of Work Sold Survey ESO PSO Americas EMEA APac 

Business/Management Consulting 22.2% 15.2% 25.5% 20.9% 24.0% 27.7% 

Technology or IT Consulting  41.3% 45.7% 39.2% 41.3% 42.0% 39.7% 

Managed Services 11.6% 15.1% 10.0% 12.6% 9.3% 10.8% 

Staff Augmentation 6.5% 4.8% 7.3% 7.3% 4.7% 4.7% 

Hardware, software, equipment 10.3% 7.0% 11.8% 9.3% 13.8% 6.9% 

Other 8.1% 12.2% 6.2% 8.7% 6.2% 10.1% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Source: Service Performance Insight, February 2016 
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bŜǿ /ƭƛŜƴǘ tŜƴŜǘǊŀǘƛƻƴ  

Table 65 shows the powerful effect of adding new clients.  52% of the benchmark participants produced 

less than 30% of their revenue from new clients which may inhibit future growth and profitability.  SPI 

Research believes at least 30% of annual revenue should come from new clients for PS organizations to 

remain vibrant and viable.  Throughout this study we have demonstrated the strong correlation 

between growth and profitability.  The bottom-line is PS organizations must constantly expand their 

markets, clients and solution repertoire to stay in touch with market changes and ahead of the 

competition.  New clients allow PSOs to reap the benefits of previous client experiences and knowledge 

without the baggage of long-term relationships in which both provider and client may have become 

complacent.  New clients provide the opportunity to expand knowledge, skills and services. 

Table 65:  Impact ð Percentage of Business from New Clients 

% of revenue 
from new clients 

Survey 
Annual 

Revenue 
Growth 

Employee 
Growth 

Size of 
Pipeline 

Billable 
Utilization 

Project 
Margin 

EBITDA 

Under 10% 23.9% 6.9% 5.7% 149% 71.6% 31.1% 14.7% 

10% - 20% 11.3% 5.0% 4.1% 164% 71.2% 33.1% 15.4% 

20% - 30% 16.7% 9.5% 8.3% 181% 69.4% 36.0% 15.1% 

30% - 40% 25.0% 11.5% 7.9% 180% 70.2% 35.1% 15.3% 

40% - 50% 12.0% 15.0% 11.4% 199% 70.2% 33.6% 20.7% 

Over 50% 11.1% 14.9% 11.6% 175% 70.9% 35.8% 13.6% 

Total/Average 100.0% 10.1% 7.8% 173% 70.6% 33.9% 15.6% 

Source: Service Performance Insight, February 2016 

tǊƛƳŀǊȅ {ŜǊǾƛŎŜ {ŀƭŜǎ aŜŀǎǳǊŜƳŜƴǘ 

SPI Research asked about the primary 

measurement for service sales people.  

{ǳǊǇǊƛǎƛƴƎƭȅΣ ǘƘŜ ƭŜŀŘƛƴƎ ŀƴǎǿŜǊ ǿŀǎ ά!ƭƭ ƻŦ ǘƘŜ 

ŀōƻǾŜέ ƳŜŀƴƛƴƎ опΦо҈ of service reps are 

measured on service revenue, service bookings, 

margin and client satisfaction (Figure 40).  The 

second-most prevalent sales measurement is 

άǎŜǊǾƛŎŜ ǊŜǾŜƴǳŜέ ǿƛǘƘ нуΦф҈ ŦƻƭƭƻǿŜŘ ōȅ 

άǎŜǊǾƛŎŜ ōƻƻƪƛƴƎǎέ ŀǘ мсΦм҈Φ  10.9% of the 

organizations measure their service sales people 

on client satisfaction; 9.8%% on margin.   

SPI Research frequently receives questions 

regarding how the service sales force should be 

measured.  Table 66 provides a fascinating view 

Figure 40:  Primary Service Sales Measurement 

 

Source: Service Performance Insight, February 2016 
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of the cause and effect of service sales measurements.  ¢Ƙƛǎ ƛǎ ǘƘŜ ŦƛǊǎǘ ȅŜŀǊ άŀƭƭ ƻŦ ŀōƻǾŜέ Ƙŀǎ ōŜŜƴ ǘƘŜ 

primary sales measurement.  With so many variables in this type of compensation, accurate 

measurements are difficult and time consuming but appear to be worth the effort as it produces 

superior bid-win ratios, reference clients, utilization, on-time project delivery and most importantly, net 

profit.  A big drawback to incenting sales with too many metrics is that they become hard to measure 

and enforce.  Although service revenue measurements are common (28.9%), they appear to produce 

mediocre performance particularly in net margin.   

Table 66:  Impact ð The Effect of Sales Measurements on Performance 

Primary Service 
Sales 

Measurement 
Survey 

Annual 
Revenue 
Growth 

Bid-
Win 
Ratio 

Size of 
Pipeline 

Refer. 
Clients 

Util. 
On-time 
project 
delivery 

Rev. per 
billable 
consult. 

EBITDA 

Service Revenue 28.9% 10.7% 4.81 176% 69.5% 69.9% 76.8% $197  13.4% 

Service Bookings 16.1% 10.9% 4.90 198% 69.1% 68.7% 74.0% 213  15.2% 

Service Margin 9.8% 9.2% 4.59 172% 68.6% 69.4% 71.5% 219  15.8% 

Client Satisfaction 10.9% 8.7% 5.03 154% 71.3% 70.4% 74.4% 166  16.7% 

All of the Above 34.3% 10.5% 5.16 160% 72.0% 72.2% 78.6% 197  17.9% 

Total / Average 100.0% 10.3% 4.95 171% 70.4% 70.5% 76.2% $198  15.8% 

Source: Service Performance Insight, February 2016 

This year service bookings measurements produced the most revenue growth and largest pipelines.  

Service margin targets are harder to measure and calculate plus they can only be measured after the 

ǇǊƻƧŜŎǘ Ƙŀǎ ōŜŜƴ ŎƻƳǇƭŜǘŜŘΦ  aŀƴȅ ŦƛǊƳǎ ŀǊŜ ǎǿƛǘŎƘƛƴƎ ǘƻ ά{ŜǊǾƛŎŜ aŀǊƎƛƴέ ŀǎ ŀ ǇǊƛƳŀǊȅ ƳŜǘǊƛŎ ōǳǘ ǘƘŜȅ 

ǳǎŜ άŀǾŜǊŀƎŜ Ŏƻǎǘέ ŦƛƎǳǊŜǎ ǘƻ ŎŀƭŎǳƭŀǘŜ ŘŜŀƭ ƳŀǊƎƛƴ ǘƻ ǎƛƳǇƭƛŦȅ ǎŀƭŜǎ ŎƻƳǇŜƴǎŀǘƛƻƴΦ  LƴǘŜǊŜǎǘƛƴƎƭȅΣ ǎŜǊǾƛŎŜ 

margin as the primary sales measurement produced the poorest results in bid-win ratios, reference 

clients and on-time project delivery.    

{ǳǊǇǊƛǎƛƴƎƭȅΣ ǘƘŜ ǿƻǊǎǘ ǎŜǊǾƛŎŜ ǎŀƭŜǎ ƳŜŀǎǳǊŜƳŜƴǘ ƛǎ άŎƭƛŜƴǘ ǎŀǘƛǎŦŀŎǘƛƻƴέ reported by 10.9% of the 

benchmark respondents.  With client satisfaction as the primary measurement, service sales people 

have a vested interest in the quality and timeliness of project delivŜǊȅΦ  Lƴ ǘƘƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅΣ ŦƻǊ sales 

teams based on client satisfaction, their firms delivered mediocre on-time project delivery and the 

poorest revenue and pipeline growth and lowest consultant revenue yield.  The pursuit of client 

ǎŀǘƛǎŦŀŎǘƛƻƴ ŀǘ ŀƴȅ Ŏƻǎǘ Ƴŀȅ ƛƴŎŜƴǘ ǘƘŜ ǎŀƭŜǎ ŦƻǊŎŜ ǘƻ ŘǊƛǾŜ ǎŜǊǾƛŎŜ ŘŜƭƛǾŜǊȅ άǘƻ Řƻ ǿƘŀǘŜǾŜǊ ƛǘ ǘŀƪŜǎέ 

without regard to margin or future growth.  

Regardless of primary sales measurement, clarity and fairness drive the best results.  SPI recommends 

an open book approach to allow sales people to measure and improve their own performance.    

tǊƛƳŀǊȅ {ŜǊǾƛŎŜ ¢ŀǊƎŜǘ .ǳȅŜǊ 

{tL wŜǎŜŀǊŎƘ ŀǎƪŜŘ άǿƘƻ ƛǎ ǘƘŜ ǇǊƛƳŀǊȅ ōǳȅŜǊ ŦƻǊ ȅƻǳǊ ǎŜǊǾƛŎŜǎέΚ  CƻǊ ǘƘŜ 549 benchmark respondents, 

the primary target buyer is most likely to be a line of business executive (40%); CIO (23.6%); other 
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(17.3%); CEO (11.5%); COO (7.8%); no firms primarily sell to purchasing (Figure 41). Compared to the 

2014 survey, more firms identified the CEO as the target buyer and fewer firms identified the CIO as the  

target buyer.  It is getting tougher and tougher 

to sell to CIOs as they are seeking to reduce 

the number of vendor relationships while 

squeezing vendor profits.    

Table 67 correlates primary buyer type with 

other key metrics.  Without knowing other 

aspects, it is hard to come up with definitive 

best practices but this analysis does reveal 

some interesting comparisons.  Although 

άŎŀƭƭƛƴƎ ŀǘ ǘƘŜ ǘƻǇέ ƛǎ ŀ ŦŀǾƻǊŜŘ ǎǘǊŀǘŜƎȅΣ ƛǘ 

appears firms who primarily sell to the CEO 

have the worst bid-win ratios, smallest sales 

pipelines and lowest revenue per consultant. It 

is hard to get to the CEO and if the CEO is 

really the decision-maker the project is either 

very strategic or the organization is very small.  

This year selling to the CIO produced 

advantages in terms of the highest revenue 

growth, largest sales pipelines, highest 

revenue per consultant and best project margins.  Best performing firms report following CIOs from 

company to company, becoming a preferred supplier as top CIOs change employers. Firms that sell to 

the Chief Information Officer reported the highest levels of growth and largest pipeline, indicating a 

resurgence in IT spending.  

Table 67:  Impact ð The Effect of Primary Buyer Type on Performance 

Primary Target 
Buyer 

Survey 
Annual 
Rev. 

Growth 

Bid-to-
Win 
Ratio 

Size of 
Pipeline 

Reference 
Clients 

Util. 
On-time 
project 
delivery 

Rev. per 
billable 

consultant 

Project 
Margin 

CEO 11.5% 10.6% 4.80 158% 73.7% 70.3% 79.4% $170 33.8% 

COO 7.8% 8.2% 4.99 187% 68.9% 72.1% 71.4% 205 32.9% 

CIO 23.6% 11.8% 4.94 189% 71.8% 71.6% 75.7% 227 35.8% 

Line of Business 39.9% 10.2% 5.03 168% 69.4% 70.4% 77.0% 190 33.8% 

Purchasing 0.0% NA NA NA NA NA NA NA NA 

Other 17.3% 8.8% 4.86 159% 69.3% 68.8% 74.7% 193 32.2% 

Total/Avg. 100.0% 10.3% 4.95 172% 70.4% 70.6% 76.1% $198 33.9% 

Source: Service Performance Insight, February 2016 

The majority of firms sell to a line of business executive.  Selling to this buyer type has become a 

necessity as buying power for many modern, mobile, business applications has shifted to line of 

Figure 41:  Primary Service Target Buyer 

 

Source: Service Performance Insight, February 2016 
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business buyers, away from IT.  To effectively sell to line of business buyers, solution sellers must truly 

understand the business and the key metrics and processes that drive it.    

.ƛŘπǘƻπ²ƛƴ wŀǘƛƻ 

Another critical KPI in the Client Relationships 

pillar is the Bid-to-win ratio, which measures the 

number of wins per ten bids. The Bid-to-win 

ratio is a powerful metric for judging sales and 

marketing effectiveness, but must be analyzed in 

conjunction with the size of the pipeline; the 

length of the sales cycle and the cost to pursue 

the bid.  If the bid-to-win ratio is too high, it may 

be an indication that the organization is not 

aggressive enough in targeting new clients and 

new services.  If it is extremely low, it is an 

indication the firm is competing in a 

commoditized market or it is not well-positioned 

or is not doing a good job of qualifying deals.  

The best deals are those that do not require a 

bid (sole source) because the client has done 

business with the firm before and knows they 

will do a good job on the current project.  Bid-to-

win ratios were very similar year to year.  13.8% reported bid-to-win ratios of 1 to 2; 30.2% reported 3 

to 4; 30.4% reported a ratio of 5 to 6 out of 10; 19.1% reported 7 to 8 and 6.4% over 8 (Figure 42).  

Table 68:  Impact ð The effect of improving the Bid-to-Win Ratio  

Bid-to-win 
Ratio 

Survey % Pipeline 
Revenue 
Growth 

Billable 
Utilization 

On-time 
Delivery 

Revenue / 
Employee (k) 

1 - 2 wins 13.8% 149% 5.6% 66.3% 72.3% $132 

3 - 4 wins 30.2% 168% 8.8% 69.0% 72.6% 144 

5 - 6 wins 30.4% 170% 11.0% 71.4% 77.2% 158 

7 - 8 wins 19.1% 197% 13.7% 72.1% 78.9% 182 

Over 8 wins 6.4% 173% 12.3% 76.3% 83.9% 202 

Total / Average 100.0% 172% 10.2% 70.4% 75.9% $157 

Source: Service Performance Insight, February 2016 

 

Table 68 depicts the positive impact of improving bid to win ratios through better deal qualification; 

reference selling; improved positioning to target the right markets and clients; and improving overall 

quality and client satisfaction resulting in more and better referrals.  

Figure 42:  Bid-to-win Ratio 

 

Source: Service Performance Insight, February 2016 
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5Ŝŀƭ tƛǇŜƭƛƴŜ wŜƭŀǘƛǾŜ ǘƻ vǳŀǊǘŜǊƭȅ .ƻƻƪƛƴƎǎ CƻǊŜŎŀǎǘ 

The deal pipeline as compared to the quarterly 

bookings forecast is an important leading 

indicator that provides insight into sales 

effectiveness and future revenue.  The size of 

the deal pipeline shows direct correlation to all 

major growth indicators ς revenue growth; 

revenue per billable employee; percentage 

achievement of the annual revenue plan and 

billable utilization.  A sure sign of trouble ahead 

is that 50% of benchmark participants reported 

their deal pipeline was the same or less than 

forecast!  Only 22.2% (down from 37.7% last 

year) reported their deal pipelines were three 

times or larger than their forecasts which leads 

to strong growth and profitability (Figure 43).  

SPI Research recommends firms pay very 

careful attention to this metric and take 

corrective action if their pipelines dip below 

200% of forecast.  

[ŜƴƎǘƘ ƻŦ ǘƘŜ {ŀƭŜǎ /ȅŎƭŜ 

The length of the sales cycle measures the time 

it takes to move a qualified lead to a signed 

contract.  Sales cycle length is a leading indicator 

of demand as sales cycles elongate when the 

economy is contracting and shrink when the 

economy is expanding.  The overall average 

length of the sales cycle dropped this year from 

95 days to 91 days.  Embedded PSOs reported 

much longer sales cycles (100 days) than 

independents (87 days).  The length of the sales 

cycle increases proportionately with the size of 

the organization as larger organizations have 

more players involved and focus on larger, more 

complex deals.   

Organizations from EMEA showed the most 

improvement in reducing the length of the sales 

cycle from 113 days in 2012 to 89 in 2013, 87 in 2014 and 83 in 2015.  This is one of the few EMEA bright 

Figure 43:  Deal Pipeline Relative to Qtr. Bookings Forecast  

 

Source: Service Performance Insight, February 2016 

Figure 44:  Length of Sales Cycle  

 

Source: Service Performance Insight, February 2016 
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spots.  Organizations with the shortest sales cycles reported the worst metrics across the board.  The 

optimum sales cycle appears to be 90 to 120 days, producing the largest pipeline and best bid to win 

ratio.  Longer sales cycles correlate with larger projects. Firms should strive for overall portfolio balance 

with a mix of easy to close fixed price assessments combined with longer and more complex custom 

projects.  

Table 69:  Impact ð Length of Sales Cycle on Performance 

Length of Sales 
Cycle 

Survey 
% 

Revenue 
Growth 

Pipeline 
Bid-to-Win 

Ratio 

Revenue 
from New 
Clients 

Project 
Duration 

(man-
months) 

Project 
Margin 

Under 30 days 7.1% 5.2% 118% 5.26  21.0% 23.8 30.8% 

30 - 60 days 22.2% 8.3% 154% 4.77  27.9% 23.1 32.4% 

60 - 90 days 27.8% 11.6% 169% 5.01  29.0% 30.8 35.5% 

90 - 120 days 18.7% 11.4% 200% 5.32  28.3% 38.5 34.8% 

120 - 150 days 14.1% 12.6% 181% 4.77  28.2% 40.3 35.0% 

Over 150 days 10.0% 7.8% 193% 4.43  27.9% 50.4 31.4% 

Total / Average 100.0% 10.1% 172% 4.94 27.9% 33.3 33.9% 

Source: Service Performance Insight, February 2016 

{ŜǊǾƛŎŜ 5ƛǎŎƻǳƴǘƛƴƎ 

In professional services it is more difficult to develop a pricing strategy than in product-based 

organizations. It is easy to do comparative shopping at a grocery store or for products on-line. In 

professional services, pricing is more art than science with wider variability in terms of costing, 

estimating, proposing and pricing. Professional services executives cannot just look at expected project 

cost, sales forecasts, or some other key performance indicator to set pricing. Supply and demand 

definitely come into play. The more unique the offering; the more demonstrable the return on 

investment; the larger the reference base; the more premium pricing is warranted.  

The bid-to-win ratio is critical, but must be viewed in conjunction with project margin to determine the 

optimal pricing strategy. Professional services executives should not mind losing bids when they hurt 

ƳŀǊƎƛƴ ōŜŎŀǳǎŜ άōŀǊƎŀƛƴ ōŀǎŜƳŜƴǘέ ǇǊƛŎƛƴƎ ǊŀǊŜƭȅ ǊŜǎǳƭǘǎ ƛƴ ǿƛƴ-win partnerships.  If firms are 

continually asked to discount pricing it is a sure sign that something is wrong.  Either they have not 

properly positioned the value they provide or they are moving into a commodity market.  There is 

absolutely no way service organizations can make up in volume the amount they lose per deal because 

margins are too thin and there is no way to recoup hours worked at cheap rates.   

As shown in Table 70, the majority of firms (76.3%) offer discounts of less than 10%.  Although limiting 

discounting does negatively impact growth, it enhances bid-win ratios, billable utilization, on-time 

project delivery and client referenceability.   
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Table 70:  Impact ð The effect of discounting 

Level of 
Discounting 

Survey 
% 

New 
Client 

Revenue 

Revenue 
Growth 

Bid to 
Win 

Sales 
Pipeline 

Billable 
Utilization 

On-time 
projects 

Project 
Margin 

None 20.0% 22.1% 8.7% 5.11 165% 72.6% 80.5% 33.9% 

Under 5% 23.1% 25.2% 8.6% 4.94 166% 71.2% 76.6% 33.6% 

5% - 10% 33.2% 28.1% 10.9% 4.89 167% 69.3% 75.4% 33.1% 

10% - 20% 16.5% 35.7% 13.9% 5.06 190% 71.9% 74.8% 36.8% 

20% - 30% 5.0% 30.5% 8.1% 4.85 192% 66.9% 70.8% 30.5% 

Over 30% 2.1% 42.3% 14.8% 3.68 209% 60.0% 55.0% 33.8% 

Total / Avg. 100.0% 27.9% 10.3% 4.95 172% 70.5% 75.9% 33.9% 

Source: Service Performance Insight, February 2016 

Profit is the fuel that drives expansion. While not every project achieves its desired profitability goal, 

one or two money-losing projects can quickly undermine all net profit.  Critical analysis should be 

undertaken to review the project and client portfolio to determine the types of clients and projects that 

make the most money.  Quite often this analysis reveals 80% of profit is coming from only 20% of clients 

and conversely, the firm may make no money at all on smaller transactions or certain customers.   

Professional services organizations must use both their application infrastructure, as well as pricing tools 

to improve financial performance. This combination can help PS executives better understand the range 

of pricing available to them, combined with the probability of winning bids. 

When creating a large bid all costs including sales costs should be measured. Very few projects are 

delivered precisely on time and on budget, so change control is an important element of pricing.  If a 

client demands pricing concessions, scope must be contained, but the client must also understand and 

accept the risks.  Best practices in pricing include creating a dedicated proposal center to ensure all 

proposals are of the highest quality.  Bid, estimate, pricing and contract reviews are all good investments 

which pay dividends by improving project margins and reducing the risk of overruns and losses.   

wŜŦŜǊŜƴŎŜŀōƭŜ /ƭƛŜƴǘǎ 

The percentage of reference clients is considered one of the most important KPIs in the professional 

services sector.  !ǾŜǊŀƎŜ άŎƭƛŜƴǘ ǊŜŦŜǊŜƴŎŜŀōƛƭƛǘȅέ Ƙŀǎ ǎǘŜŀŘƛƭȅ ŘŜŎƭƛƴŜŘ ŦǊƻƳ тпΦр҈ ƛƴ нлмо ǘƻ тоΦу҈ ƛƴ 

2014 to a new low of 70.4% in 2015.  Table 71 shows only ооΦн҈ ƻŦ ǘƘŜ ōŜƴŎƘƳŀǊƪ ǊŜǎǇƻƴŘŜƴǘΩǎ ŎƭŀƛƳ 

over 80% of their clients are referenceable.  On the other hand, 45.2%, up from 27.7% last year, report 

less than 70% of their clients are referenceable.  This is another very concerning metric trend.  

Embedded organizations reported only 65.4% of their clients are referenceable, down from 67% last 

year.  Independents fared a little better with 72.8% referenceable clients this year compared to 76.8% 

last year.  Clearly these numbers must improve to sustain PS industry growth.  
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Client references have a strong 

correlation with service sales 

effectiveness; the length of the 

sales cycle; ease of getting 

things done and whether 

employees would recommend 

the PSO as a great place to 

work.  The relationship between 

client and employee satisfaction 

is irrefutable.   

Client references are a leading 

indicator of organizational 

success.  As this percentage 

increases, so does the 

probability of high levels of growth; higher bid-to-win ratios and lower sales costs.  Any maturity 

improvement plan must address measuring and improving client satisfaction and building references.  

Best practices include post-project engagement surveys; acquiring client references and testimonials as 

part of project close-out along with frequent and consistent project quality reviews.  Executive teams 

should review the project dashboard at weekly meetings and immediately assign executives to troubled 

projects.  

tǊƛƳŀǊȅ wŜǎǇƻƴǎƛōƛƭƛǘȅ ŦƻǊ bŜǿ {ƻƭǳǘƛƻƴ 5ŜǾŜƭƻǇƳŜƴǘ  

For the past five years SPI Research has focused 

intently on solution development by developing 

a new Service Lifecycle Management 

methodology, toolkit and training program.  

This focus has proven the impact of solution 

development and demonstrated how nascent 

the discipline of service packaging is within PS.  

Our research has shown the PS industry is 

keenly interested in moving to more repeatable 

service offers with the goal of making it easier 

to sell and deliver consistent, high quality 

services.  Most often solution development is 

assigned to part-time resources that lack both 

the knowledge, time and funding to fully 

develop solutions.  This benchmark shows 

22.6% have created a dedicated solution 

development group; 22.4% rely on product 

management; 16.7% use service operations; 

ŀƴŘ муΦу҈ ǎǘŀǘŜŘ άƻǘƘŜǊέΦ ммΦт҈ ǊŜƭȅ ƻƴ ǎŜǊǾƛŎŜ ŜƴƎƛƴŜŜǊƛƴƎ ŀƴŘ ƻƴƭȅ тΦф҈ ǊŜƭȅ ƻƴ ǎŜǊǾƛŎŜ ƳŀǊƪŜǘƛƴƎΦ  

Table 71:  Impact ð Client òReferenceabilityó 

Score Survey % 
Revenue 
Growth 

Bid-to-win 
ratio 

Billable 
Utilization 

Under 50% 13.4% 8.9% 4.19 67.7% 

50% - 60% 15.7% 10.0% 4.53 67.1% 

60% - 70% 16.1% 10.8% 5.02 69.3% 

70% - 80% 21.6% 8.8% 4.78 71.8% 

80% - 90% 17.5% 11.9% 5.24 73.2% 

Over 90% 15.7% 11.5% 5.99 72.4% 

Total / Avg. 100.0% 10.3% 4.97 70.4% 
 

Source: Service Performance Insight, February 2016 

Figure 45:  Primary Group Responsible for New Solution 
Development 

 

Source: Service Performance Insight, February 2016 

http://spiresearch.com/service-lifecycle-management-maturity-model%E2%84%A2/
http://spiresearch.com/service-lifecycle-management-maturity-model%E2%84%A2/
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These percentages are similar to last year with the exception of product management which has 

significantly increased from 12.7% to 22.4% this year.      

tǊƛŎƛƴƎ ŀƴŘ 5Ŝŀƭ {ǘǊǳŎǘǳǊŜ  

Every year, SPI Research has seen a shift in pricing and deal structure, as clients have become 

increasingly concerned about risk and cost overruns, and have pushed more accountability to the PSO 

through fixed fee or shared risk contracts.  Until 2014 the percentage of fixed fee work steadily 

increased from 35.5% in 2009 to 44% in 2013.  In 2014 we saw a resurgence in time and materials 

priced contracts ς signaling increased demand for services. 2014 was the first time in eight years that 

we saw an increase in time and materials pricing from 51.7% in 2013 to 58.8% in 2014. This trend 

reversed in 2015 with time and materials contracts representing only 46.7% of all contracts. This KPI is 

important to watch.  Time and materials based pricing puts emphasis on accurate resource 

management, time collection and reporting.  Fixed price pricing puts an emphasis on accurate estimates, 

project costing and change management.  Either way PSA applications are critical to support accurate 

time and cost capture and billing.     

Table 72 compares billing models for embedded and independent PSOs.  ESOs have been steadily 

shifting to fixed fee contracts ς moving from 34% in 2009 to 46.6% in 2013.  The trend reversed in 2014 

with ESOs shifting back to time and materials contracts 56.3% of the time. Now in 2015 we see ESOs 

slightly favor time and materials contracts (46.7%) but have started to venture into shared risk and 

gain-sharing contracts.  Independents have always preferred time and materials contracts but they too 

have shifted to more fixed price work, from 37% in 2009 to 42.9% in 2013.  Independents decreased 

their reliance on fixed price contracts to 35.2% in 2014 and now in 2015 price 38.7% of their contracts as 

fixed price. By Geography, time and materials is the prevalent pricing structure.   In this survey, only the 

largest organizations favored fixed fee contracts.  This year the number of shared risk or performance-

based contracts increased from 2.8% to 6.4% of total deals.   

Table 72:  Fee Structure by Organization Type and Geographic Region 

Fee Structure 
2014 

Survey 

2015 
Survey ESO PSO Americas EMEA APac 

Time & Materials 58.8% 46.7% 44.7% 47.6% 47.6% 44.9% 44.6% 

Fixed Time / Fixed Fee 36.3% 39.7% 41.9% 38.7% 40.0% 38.8% 40.7% 

Shared Risk / Perform.-based 2.1% 6.4% 5.1% 7.0% 5.5% 8.3% 8.8% 

None of the Above 2.9% 7.2% 8.2% 6.7% 6.9% 8.1% 5.9% 

Total / Average 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Source: Service Performance Insight, February 2016 

By vertical, architects and SaaS PSOs rely on fixed price contracts.  IT consultancies favor time and 

materials contracts.  All verticals have moved to more shared risk/performance and other types of 

contracts this year. As the SaaS market has become more mature a greater emphasis is being placed on 

ŎǳǎǘƻƳŜǊ ŀŘƻǇǘƛƻƴ ǎƻ {ŀŀ{ ŦƛǊƳǎ ŦƻŎǳǎ ƻƴ άǘƛƳŜ ǘƻ ǾŀƭǳŜέ ǿƛǘƘ ŦƛȄŜŘ ǇǊƛŎŜ ǊŀǇƛŘ ƛƳǇƭŜƳŜƴǘŀǘƛƻƴ 

contracts. Net profit is not necessarily tied to pricing structure as it is possible to make good service 
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margins with either time and materials or fixed price contracts.  Accurate estimating, excellent project 

management, good communication and change control are the most important elements in ensuring 

quality services are delivered at planned margins.   

Table 73:  Fee Structure by Service Market Vertical 

Fee Structure 
IT 

Consult. 
Software 

Mgmt. 
Consult. 

Arch./ 
Engr. 

SaaS 
Mgd. 
Serv. 

Hard. & 
Network. 

Time & Materials 57.9% 49.1% 39.8% 33.7% 37.4% 27.1% 33.4% 

Fixed Time / Fixed Fee 32.4% 39.7% 40.3% 55.9% 53.4% 39.1% 45.3% 

Shared Risk / Performance-based 5.9% 4.1% 9.7% 4.8% 5.2% 7.6% 8.1% 

None of the Above 3.9% 7.0% 10.2% 5.6% 4.0% 26.2% 13.1% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Source: Service Performance Insight, February 2016 

VARs rely on time and materials contracts while advertising and marketing firms depend on fixed fee 

contracts.  Accountancies and research and development organizations favor annual retainers and 

intellectual property and licensing arrangements.  

Table 74:  Fee Structure by Service Market Vertical 

Fee Structure R&D VAR Acct. 
Advert. 

(Marcom) 
Staff. Other PS 

Time & Materials 23.3% 73.6% 52.5% 22.2% 37.8% 46.5% 

Fixed Time / Fixed Fee 47.3% 20.1% 28.7% 70.3% 24.4% 36.5% 

Shared Risk / Performance-based 15.3% 4.9% 2.7% 1.3% 23.4% 7.7% 

None of the Above 14.0% 1.4% 16.2% 6.3% 14.3% 9.2% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Source: Service Performance Insight, February 2016 

²Ƙƻ ǎŜƭƭǎ ǎŜǊǾƛŎŜǎΚ 

¢ƘŜ ǎǳǊǾŜȅ ŀǎƪŜŘ ǊŜǎǇƻƴŘŜƴǘǎ ά²Ƙƻ ǎŜƭƭǎ ǇǊƻŦŜǎǎƛƻƴŀƭ ǎŜǊǾƛŎŜǎΚέ  ¢ŀōƭŜǎ ƛƴ ǘƘŜ ŦƻƭƭƻǿƛƴƎ ǎŜŎǘƛƻƴǎ ǎƘƻǿ 

the types of service sales representatives; their bookings targets; annual base compensation and on-

target variable.   

Embedded PS organizations rely primarily on the product sales force for service leads and sales; many of 

these organizations compensate their product sales reps equally for products and services.  In other 

cases, the product sales force receives a lower commission on services as compared to products but 

ŀŎƘƛŜǾŜƳŜƴǘ ƻŦ ǘƘŜ ǎŜǊǾƛŎŜ ǉǳƻǘŀ ƛǎ ŀ ǊŜǉǳƛǊŜƳŜƴǘ ŦƻǊ ŀŎƘƛŜǾƛƴƎ άŎƭǳōέΦ   

Embedded PSOs do not carry the total cost of sales or marketing in their profit and loss statements.  

Top-performing embedded PS organizations have developed service packages and service estimating 

tools to help the product sales force articulate and sell the value of services.  In many cases, the product 

sales organization is allowed to price and quote service packages as long as discounts are limited. 
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Product sales reps are backed up with PS engagement managers or solution architects based on a team 

ǎŜƭƭƛƴƎ ŀǇǇǊƻŀŎƘΦ  ¢Ƙƛǎ άƘǳƴǘŜǊ-ǎƪƛƴƴŜǊέ ƳƻŘŜƭ ƛǎ ǊŜŀǎƻƴŀōƭȅ ŜŦŦŜŎǘƛǾŜ ǿƛǘƘ άƘǳƴǘŜǊǎέ ŦƻŎǳǎŜŘ ƻƴ ƴŜǿ 

business development while skinners bring in business domain and consulting knowledge to develop 

requirements and proposals and upsell existing accounts.  

Independents have two primary sales models:  senior partner-led or dedicated solution sales.  There are 

pluses and minuses with both approaches.  In the traditional consulting pyramid, new college hires (at 

the bottom of the pyramid) work their way up to partner status over a period of years or even decades.  

The traditional consulting pyramid relies on junior consultants, fresh out of college or graduate school, 

to perform the majority of analysis and technical work.  As they grow in domain knowledge, consulting 

and leadership acumen they move up the pyramid to become case team leaders, project leaders, 

program leaders and ultimately, if they are good enough, they are offered partnership status to share in 

ǘƘŜ ŦƛǊƳΩǎ ŘƛǊŜŎǘƛƻƴ ŀƴŘ ǇǊƻŦƛǘǎΦ  ¢ƘŜ ōŜƴŜŦƛǘ ƻŦ ǘƘŜ ǘǊŀŘƛǘƛƻƴŀƭ ŎƻƴǎǳƭǘƛƴƎ ǇȅǊŀƳƛŘ ƛǎ ǘƘŀǘ ƛǘ ǇǊƻǾƛŘŜǎ ŀ 

constant source of fresh new talent and ideas from leading universities while offering significant 

rewards to those who stay with the firm and make it to the top.  The downside is that it is an expensive 

model, and the cost to recruit the top students from the top universities has become prohibitive.  

CǳǊǘƘŜǊΣ ǘƻŘŀȅΩǎ ǘƻǇ ŎƻƭƭŜƎŜ ƎǊŀŘǳŀǘŜǎ ŀǊŜ ƴƻ ƭƻƴƎŜǊ ŀǇǘ ǘƻ ǎǘŀȅ ǿƛǘƘ the same firm for decades to repay 

their years of apprenticeship.  

The new model for independents is to hire dedicated solution sellers ς often from technology firms.  

This model is far less expensive ς the cost to recruit and ramp a new hire is a fraction of the 

apprenticeship model but the downside is that very few product sales people are able to become 

effective solution sellers.  There simply is no substitute for domain knowledge and experience gained 

from years of delivering consulting.  In this model SPI Research sees a revolving door of sales people 

ǿƘƻ ŘƻƴΩǘ ƳŀƪŜ ǘƘŜ ƎǊŀŘŜ ōŜŎŀǳǎŜ ǘƘŜȅ ŀǊŜ ǳƴŀōƭŜ ǘƻ ŘŜǾŜƭƻǇ ƴŜǿ ƻǇǇƻǊǘǳƴƛǘƛŜǎ ǿƛǘƘƻǳǘ ǎǳōǎǘŀƴǘƛŀƭ 

support from the consulting organization.   

The most effective model is a hybrid combination of the two whereby senior solution consultants are 

groomed to become solution sellers.  This new approach ensures domain expertise and intimate 

consulting delivery knowledge without the overhead of partnership profit and loss management.  The 

challenge is to convince senior consultants and solution architects to move into full-time business 

development roles.  Selling aptitude, training and compensation are required.        

Table 75 is interesting to SPI Research because it shows the average number of services sales people by 

organization type and geography.  It also shows their target quotas, base and variable compensation. 

Dedicated service sales professionals carry higher service quotas but also have a higher base than 

product sales people who also sell services.  Firm or practice managers carry the highest service quotas 

but also receive the highest base and variable.  For both product sales and service sales quotas and 

compensation are higher in APac and the Americas and lower in EMEA.  Service managers and partners 

make considerably more in the Americas than in EMEA or APac.  
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Table 75:  Professional Services Sales KPIõs by Organization Type and Geography 

Key Performance Indicator (KPI) Survey ESO PSO Americas EMEA APac 

Organization Size (people) 637  660  625  666  522  776  

Product Sales number of reps selling 9.4  16.1  5.8  10.9  6.0  6.5  

Prod. Sales Ann. PS Bookings Target (mm) $1.47  $1.73  $1.29  $1.61  $1.07  $1.51  

Product Sales Annual Rep. Base Pay (k) $92  $99  $87  $93  $85  $107  

Product Sales On-target Variable 16.6% 20.2% 14.0% 17.9% 12.9% 15.6% 

Service Sales number of reps selling 5.7  6.7  5.1  5.8  4.8  6.8  

Service Sales Ann. PS Book. Target (mm) $1.74  $1.92  $1.65  $1.84  $1.33  $1.88  

Service Sales Annual Rep. Base Pay (k) $97  $96  $97  $97  $91  $113  

Service Sales On-target Variable 16.9% 18.4% 16.2% 17.2% 15.5% 17.9% 

Service Mgr. number of reps selling 7.4  9.7  6.3  8.2  5.1  7.9  

Service Mgr. Ann. PS Book. Target (mm) $1.27  $1.32  $1.25  $1.38  $0.96  $1.27  

Service Managers Annual Base Pay (k) $103  $101  $105  $108  $87  $113  

Service Managers On-target Variable 12.5% 12.7% 12.4% 12.5% 12.3% 13.2% 

Partner Annual number of reps selling 5.6  4.8  5.9  5.8  4.2  7.8  

Partner Annual PS Booking Target (mm) $1.52  $1.55  $1.51  $1.68  $1.14  $1.39  

Partner Annual Base Pay (k) $119  $119  $119  $125  $99  $129  

Partner On-target Variable 14.8% 15.8% 14.4% 15.8% 12.5% 13.6% 

Source: Service Performance Insight, February 2016 

Table 76 shows that both quotas and compensation go up with the size of the organization.  It also 

shows the largest organizations shift to a higher component of leveraged compensation; in other words, 

lower base salary and a higher component of commission or variable compensation.   

 

Table 76:  Professional Services Sales KPIõs by Organization Size 

Key Performance Indicator (KPI) Under 10 10 - 30 31 - 100 101 - 300 301 - 700 Over 700 

Organization Size (people) 5  20  65  200  500  3,618  

Product Sales number of reps selling 2.9  6.5  6.9  8.9  14.9  19.1  

Prod. Sales Ann. PS Bookings Target (mm) $0.95  $0.89  $1.41  $1.63  $1.59  $2.11  

Product Sales Annual Rep. Base Pay (k) $83  $89  $89  $97  $93  $96  

Product Sales On-target Variable 10.7% 16.8% 16.4% 18.6% 16.6% 16.6% 

Service Sales number of reps selling 1.6  1.8  3.1  5.6  10.2  15.5  

Service Sales Ann. PS Book. Target (mm) $0.65  $1.10  $2.05  $1.75  $2.29  $1.69  

Service Sales Annual Rep. Base Pay (k) $82  $91  $94  $107  $101  $95  

Service Sales On-target Variable 12.8% 16.4% 19.9% 14.5% 18.0% 16.1% 
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Key Performance Indicator (KPI) Under 10 10 - 30 31 - 100 101 - 300 301 - 700 Over 700 

Service Mgr. number of reps selling 2.0  2.4  4.4  8.5  13.8  17.9  

Service Mgr. Ann. PS Book. Target (mm) $0.63  $0.75  $1.03  $1.64  $1.80  $1.58  

Service Managers Annual Base Pay (k) $94  $94  $106  $106  $109  $104  

Service Managers On-target Variable 9.3% 12.6% 11.8% 11.3% 16.3% 14.3% 

Partner Annual number of reps selling 2.0  1.8  3.5  5.8  9.1  14.6  

Partner Annual PS Booking Target (mm) $0.46  $1.01  $1.59  $1.74  $2.40  $1.61  

Partner Annual Base Pay (k) $104  $108  $127  $120  $130  $116  

Partner On-target Variable 13.0% 13.5% 15.9% 14.0% 16.8% 14.9% 

Source: Service Performance Insight, February 2016  

Table 77 compares the base, service bookings quota and variable by PS Market.  For the most part there 

is consistency in base salaries, quotas and on-target variable between software, SaaS and hardware 

PSOs.  Executives in management consultancies and marketing and advertising firms have the potential 

to make more money than their counterparts within technology product companies but they also incur 

greater risk and must be experts in their fields.  It appears SaaS companies have shifted a greater burden 

for service sales to the product sales force as their overlay PS sales force carries lower PS quotas. SPI 

Research sees a proliferation of sales roles in product companies ς major account sales; vertical industry 

sales; product specialty sales; consulting sales; engagement managers; account managers; territory 

managers and the list goes on and on.  From an ƻǳǘǎƛŘŜǊΩǎ point of view the sheer array of solution 

sellers is overwhelming and must be confusing for clients.  Product companies would be well-served to 

curtail the proliferation of sales people and overlay sales people in favor of real solution selling experts.  

Embedded hardware reps have greater earning potential based on a considerably higher variable 

(leveraged) compensation component. 

Table 77:  Sales Structure by Service Market Vertical 

Key Performance Indicator (KPI) 
IT 

Consult. 
Software 

Mgmt. 
Consult. 

Arch./ 
Engr. 

SaaS 
Mgd. 
Serv. 

Hard. & 
Netwrk. 

Organization Size (people) 573  590  255  429  582  458  1,469  

Prod. Sales number of reps selling 7.2  18.7  2.8  2.5  17.9  7.5  17.5  

Prod. Sales Ann. PS Bookings 
Target (mm) 

$1.30  $1.82  $1.20  $1.46  $1.79  $1.48  $1.58  

Product Sales Annual Rep. Base 
Pay (k) 

$86  $103  $94  $84  $101  $87  $79  

Product Sales On-target Variable 15.4% 20.0% 10.5% 14.3% 24.0% 11.0% 19.4% 

Service Sales number of reps 
selling 

5.5  5.0  4.8  4.4  10.2  4.7  13.5  

Service Sales Ann. PS Book. 
Target (mm) 

$1.73  $1.90  $1.35  $1.93  $2.50  $1.57  $2.03  

Service Sales Annual Rep. Base 
Pay (k) 

$94  $100  $107  $99  $105  $82  $86  
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Key Performance Indicator (KPI) 
IT 

Consult. 
Software 

Mgmt. 
Consult. 

Arch./ 
Engr. 

SaaS 
Mgd. 
Serv. 

Hard. & 
Netwrk. 

Service Sales On-target Variable 18.9% 18.0% 12.8% 12.6% 18.4% 14.5% 18.8% 

Service Mgr. number of reps selling 5.9  8.5  7.7  5.9  11.6  4.5  20.3  

Service Mgr. Ann. PS Bookings 
Target (mm) 

$1.43  $1.25  $1.03  $1.08  $1.46  $1.18  $1.75  

Service Managers Annual Base Pay 
(k) 

$103  $107  $121  $93  $106  $75  $93  

Service Managers On-target 
Variable 

12.6% 12.1% 15.2% 10.6% 15.5% 10.0% 14.4% 

Partner Annual number of reps 
selling 

6.3  3.6  5.1  4.8  5.9  3.2  11.7  

Partner Annual PS Booking Target 
(mm) 

$1.61  $1.42  $1.56  $1.48  $1.82  $1.53  $1.21  

Partner Annual Base Pay (k) $121  $130  $131  $110  $116  $91  $99  

Partner On-target Variable 14.9% 16.6% 17.7% 11.3% 20.0% 12.0% 12.5% 

Source: Service Performance Insight, February 2016 

Table 78:  Sales Structure by Service Market Vertical 

Key Performance Indicator (KPI) R&D VAR Acct. 
Advert. 

(Marcom) 
Staff. Other PS 

Organization Size (people) 2,577  673  152  206  2,407  1,462  

Product Sales number of reps selling 7.8  3.0  5.2  5.3  6.0  9.2  

Prod. Sales Ann. PS Bookings Target (mm) $1.63  $1.43  $0.55  $1.18  $1.31  $1.15  

Product Sales Annual Rep. Base Pay (k) $86  $98  $83  $94  $84  $89  

Product Sales On-target Variable 5.0% 23.0% 8.5% 14.3% 20.8% 17.5% 

Service Sales number of reps selling 3.8  3.2  5.2  3.3  6.5  6.0  

Service Sales Ann. PS Book. Target (mm) $1.58  $1.54  $0.45  $2.29  $1.33  $1.15  

Service Sales Annual Rep. Base Pay (k) $103  $95  $95  $113  $80  $94  

Service Sales On-target Variable 10.0% 22.5% 7.5% 11.5% 23.8% 10.0% 

Service Mgr. number of reps selling 8.3  5.9  2.3  3.5  14.8  4.1  

Service Mgr. Ann. PS Bookings Target (mm) $1.69  $1.23  $0.88  $0.69  $1.00  $0.58  

Service Managers Annual Base Pay (k) $105  $102  $95  $88  $94  $97  

Service Managers On-target Variable 10.0% 13.3% 3.8% 5.7% 19.4% 12.5% 

Partner Annual number of reps selling 12.8  3.3  4.8  3.8  7.7  2.0  

Partner Annual PS Booking Target (mm) $1.21  $1.94  $0.55  $1.21  $1.10  $1.31  

Partner Annual Base Pay (k) $110  $134  $75  $121  $120  $112  

Partner On-target Variable 10.0% 16.1% 4.5% 13.8% 24.4% 10.5% 

Source: Service Performance Insight, February 2016 
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8. Human Capital Alignment Pillar  

In 2016 talent takes center stage as both a top challenge 

and a top improvement priority in the world of professional 

services.  Global economic recovery, changing workforce 

dynamics and technology pervasiveness in both our 

professional and private lives have transformed the world of 

ǿƻǊƪΦ  ¢ƻŘŀȅΩǎ ŎƻƴǎǳƭǘƛƴƎ ǿƻǊƪŦƻǊŎŜ ƛǎ ƛƴŎǊŜŀǎƛƴƎƭȅ ǾƛǊǘǳŀƭΧ 

with almost as many consulting hours delivered off-site as 

ƻƴ ǘƘŜ ŎƭƛŜƴǘΩǎ ǎƛǘŜΦ  !ŎŎƻǊŘƛƴƎ ǘƻ ǘƘŜ нлмс t{ aŀǘǳǊƛǘȅϰ 

survey, 22% of consultants primarily work from home with another 6% described as contingent workers 

either onshore or off. The new world of consulting work depends on a multi-lingual, multi-generational, 

multi-cultural, technically-skilled, project-based workforce.   

{ŜǊǾƛŎŜ tŜǊŦƻǊƳŀƴŎŜ LƴǎƛƎƘǘΩǎ άIǳƳŀƴ /ŀǇƛǘŀƭ !ƭƛƎƴƳŜƴǘέ ǇƛƭƭŀǊ ŜƴŎƻƳǇŀǎǎŜǎ ŀƭƭ ŜƭŜƳŜƴǘǎ ƻŦ ǘƘŜ 

Professional Services workforce strategy.  Human Capital Alignment focuses on both the people 

processes and systems required to recruit, attract, retain and motivate a high quality consulting 

workforce.  The following table shows how PSOs mature across the Human Capital Alignment pillar: 

Table 79:  Human Capital Alignment Maturity Model 

 
Level 1 
Initiated 

Level 2 
Piloted 

Level 3 
Deployed 

Level 4 
Institutionalized 

Level 5 
Optimized 

H
u

m
a

n
 C

a
p

it
a

l A
lig

n
m

e
n

t 

Hire as needed.  
Generalist skills.  
Chameleons, 
Jack of all 
Trades.  
Individual heroics. 
May perform 
presales as well 
as consulting 
delivery.   

Begin forecasting 
workload. Start 
developing job and 
skill descriptions & 
compensation plans. 
Rudimentary career 
paths.  Start 
measuring employee 
satisfaction 

Resource, skill and 
career management. 
Employee satisfaction 
surveys. Training 
plans. Goals and 
measurements aligned 
with compensation. 
Attrition <15%  

Business process and 
vertical skills in addition 
to technical and project 
skills.  Career ladder 
and mentoring 
programs. Training 
investments to support 
career. Low attrition, 
high satisfaction 

Continually staff and 
train to meet future 
needs.  Highly skilled, 
motivated workforce.  
Outsource commodity 
skills or peak demand.  
Sophisticated variable 
on and off-shore 
workforce model.  

 Source: Service Performance Insight, February 2016 

 

¢ƻŘŀȅΩǎ tǊƻŦŜǎǎƛƻƴŀƭ {ŜǊǾƛŎŜǎ ƭŜŀŘŜǊǎ Ƴǳǎǘ ǎǉǳŀǊŜƭȅ ŎƻƴŦǊƻƴǘ ǘƘŜ ǊŜŀƭƛǘƛŜǎ ƻŦ ŀǘǘǊŀŎǘƛƴƎ ŀƴŘ ǊŜǘŀƛƴƛƴƎ ŀ 

younger workforce against the backdrop of a technical labor shortage.  Globalization has significantly 

impacted workforce strategies with many service providers providing hybrid on and off-site resources 

via regional and global competency centers.   Based on technology advances, consulting emphasis is 

shifting toward business process and vertical industry expertise however demand for horizontal 

application and technical skills remains high.   

SPI Research found Human Capital Alignment metrics contain the highest number of performance 

indicators with extremely strong correlation to success τ meaning, employees, and how they perform 

once onboard ultimately determine success or failure (Table 80).  
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Table 80:  Human Capital Alignment performance indicators tied to Maturity levels 

Maturity Level Level 1 Level 2 Level 3 Level 4 Level 5 

Recommend Company to Friends/Family (1-5 scale) 3.45  4.23  4.47  4.73  4.83  

Employee annual attrition - voluntary 9.4% 7.6% 7.0% 6.9% 6.9% 

Employee annual attrition - involuntary 6.6% 4.6% 4.5% 4.5% 4.9% 

Non-billable project hours 284  194  184  190  205  

Billable Project Hours 1,411  1,415  1,464  1,490  1,470  

Well-understood career path for all employees (1-5 scale) 2.60  3.23  3.53  3.75  4.41  

Employee billable utilization 62.8% 70.0% 72.7% 78.0% 77.9% 

PS Profit (EBITDA)   0.7% 3.8% 8.5% 19.1% 36.0% 

Source: Service Performance Insight, February 2016 

The Talent Cliff 

¢ƘŜ ǿƻǊƭŘΩǎ ƎǊŜŀǘŜǎǘ ŜŎƻƴƻƳƛŎ ŀǎǎŜǘ ƛǎ ǘƘŜ ƘŀǊŘ ǿƻǊƪΣ ƳƻǘƛǾŀǘƛƻƴ ŀƴŘ ǊŜǎƛƭƛŜƴŎŜ ƻŦ ƛǘǎ ǿƻǊƪŜǊǎΦ ²ƘŜƴ 

employees have the opportunity to master new skills, contribute their full talents, and be rewarded 

fairly, businesses, families and communities thrive.  However, too many workers do not progress to 

more senior roles, despite their desire to learn new skills and earn higher-paying jobs. Increasingly 

developed nations are creating initiatives to realize the full potential of their workforces, by 

empowering workers with the education and training they need to contribute more, earn higher wages 

and build a fulfilling career. 

In the technology professional services space, the war for talent continues unabated.  In fact, the gap 

between the demand for technology consulting workers and the talent with the requisite critical 

thinking, analytic and communication skills to fill these roles is widening.  The worldΩs economy has 

become knowledge and project-based yet a looming talent cliff threatens to derail economic growth. 

By 2018, the US will face a projected shortfall of 223,800 workers with background in Science, 

Technology, Engineering and Math.  By 2022, the U.S. is projected to have a deficit of at least one million 

college-trained workers in science- and technology-related fields. aŎYƛƴǎŜȅΩǎ ŀƴŘ 5ŜƭƻƛǘǘŜΩǎ research 

projects a shortage of 30 to 40 million college-educated workers by 2020, projecting future 

unemployment gaps in India and China where educational opportunities are limited. 

Global forces have come together to produce this talent cliff tsunami:   
 

D Baby Boomers (born between 1946 and 1964) are exiting the workforce without enough skilled 

gen X, gen Y and millennial workers to replace them. The first baby boomers starting turning 65 

in 2011.  80 million will exit the workforce over 20 yearsτwhich yields 4 million a year, or 

10,000 a day who must be replaced. 

D Underfunding of education particularly in Science, Technology, Engineering and Math meaning 

not enough college graduates with the requisite skills ŦƻǊ ǘƻŘŀȅΩǎ ǘŜŎƘƴƻƭƻƎȅ-centric roles. 

http://www2.deloitte.com/global/en/pages/human-capital/articles/fuelling-asian-growth-engine.html.
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Education systems are struggling to keep up with the need to arm the workers of tomorrow with 

active, hands-on technology-based learning.  At the same time, efforts must be made to 

overcome the traditional gender bias which persists for learners, employees and employers in 

technology fields. 

D A growing gender gap in which less than 25% of IT jobs in developed countries are held by 

women. According to HR Magazine, lack of gender diversity in IT costs the UK over $4 billion 

annually. Further, in a 2014 TechWeek study of the UK, only one in 20 IT job applicants is a 

woman. This growing gender gap starts at an early age with parental and education bias which 

mushrooms throughout education and employment systems to solidify IT gender bias.  

D Combined with unenlightened immigration policies which have capped the number of visas for 

skilled knowledge workers. This year in the United States, 233,000 foreigners applied for the H-

1B, the most common visa for high-skilled foreign workers. That's up significantly from 2014 

(172,500 applications) and nearly double the applicants from two years ago (124,000) but only 

85,000 H1B visas were granted, primarily for workers with MŀǎǘŜǊǎΩ ŘŜƎǊŜŜs.  

All of this at exactly the same time that growth in profesǎƛƻƴŀƭ ǎŜǊǾƛŎŜ ǊŜǾŜƴǳŜ ƛǎ ǎǳǊƎƛƴƎ ŀƴŘ άōǳȅ ƭƻŎŀƭέ 

has become a new mantra!  Highly skilled workers are in great demand, making it critical for 

organizations to becomŜ ŀ άǘŀƭŜƴǘ ƳŀƎƴŜǘέ ǘƻ ŎǊŜŀǘŜ a steady pipeline of top people. 

Talent Priorities 

Changing workforce dynamics are driving PS executives to create a different type of workforce that 

requires technical and client management competency with equal parts of flexibility, autonomy and 

accountability.  hƴŜ ƻŦ ǘƘŜ Ƴƻǎǘ ƛƳǇƻǊǘŀƴǘ ŎƘŀƭƭŜƴƎŜǎ ŦƻǊ ǘƻŘŀȅΩǎ tǊƻfessional Services leaders is 

competing for top talent in a level, global, web-ŜƴŀōƭŜŘ ǇƭŀȅƛƴƎ ŦƛŜƭŘ ƻŦ άŘƛƎƛǘŀƭ ƴŀǘƛǾŜǎέ ǿƘƻ ǾŀƭǳŜ 

ŎƻƭƭŀōƻǊŀǘƛƻƴ ŀƴŘ άŎƻƻƭέ ƴŜǿ ǘŜŎƘƴƻƭƻƎƛŜǎ ƳƻǊŜ ǘƘŀƴ ǎŜŎǳǊƛǘȅ ŀƴŘ ǊŜƳǳƴŜǊŀǘƛƻƴΦ  ¢ƻŘŀȅΩǎ IǳƳŀƴ 

Capital Alignment challenges include: 

æ Attracting, retaining and motivating top talent; 

æ Managing through a technical labor shortage; 

æ Overcoming traditional gender biases to educate, attract and retain more female and minority 

workers; 

æ Taking on the increased burden of healthcare costs which continue to rise faster than workforce 

productivity improvements;  

æ Worldwide growing income and wealth inequality which reduces the ability of low-skilled 

workers to climb the economic and educational ladder to become the professional services 

employees of the future;  

æ Managing a global, multi-lingual, multi-cultural, multi-generational workforce; and, 

æ Managing a variable and/or contingent workforce.  

 

http://www.uscis.gov/news/alerts/uscis-completes-h-1b-cap-random-selection-process-fy-2016
http://www.uscis.gov/news/alerts/uscis-completes-h-1b-cap-random-selection-process-fy-2016
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Figure 46:  2016 Workforce Priorities  

 
Source: Service Performance Insight, February 2016 

Talent Strategies  

To fill the workforce void, more and more PSOs are developing innovative new talent strategies:  close 

partnerships with local universities; new hire internships; job-sharing programs; flexible work ς study ς 

childcare options; on-boarding programs; on-the-job training and mentoring combined with extensive 

άƻƴ-ǎƘƻǊŜέ ŀǎǎƛƎƴƳŜƴǘǎ ŦƻǊ άƻŦŦ-ǎƘƻǊŜέ ŜƳǇƭƻȅŜŜǎΦ  LƴŎǊŜŀǎƛƴƎƭȅ ǘƘŜ ǊŜǇǳǘŀǘƛƻƴ ƻŦ ǘƘŜ ŦƛǊƳ ŀǎ ŀ άƎǊŜŀǘ 

ǇƭŀŎŜ ǘƻ ǿƻǊƪέ ƛǎ Ƨǳǎǘ ŀǎ ƛƳǇƻǊǘŀƴǘ ŀƴŘ ƛƴǘƛƳŀǘŜƭȅ ƛƴǘŜǊǘǿƛƴŜŘ ǿƛǘƘ άŎƭƛŜƴǘ ǊŜŦŜǊǊŀƭǎΦέ  ²Ƙŀǘ ǘƘƛǎ ŀƭƭ ōƻƛƭǎ 

down to is that talent is fast becoming the number one make-it or break-it element in professional 

services growth ς or even survival.     

To meet these demands, top PSOS are: 

æ Focusing on programs to hire and train entry-level talent with skills in science, technology, math 

and engineering combined with strong written and oral communication skills. 

æ Investing in internships and college hiring to groom the next generation of consultants. 

æ Cross-training current employees who have strong analytic and communication abilities. 

æ Sponsoring training and work visas for international workers with strong backgrounds and skills. 

æ Offering flexible work arrangements ς work from home, job-sharing, remote service delivery 

and child care options along with generous time-off and sabbatical arrangements. 

æ Building a culture of excellence ς the best and brightest are attracted by leading edge 

technologies, clients and projects including a culture that supports collaboration and innovation. 

æ Paying for performance ς linking compensation to knowledge and skills growth along with 

contributions to the practice ς not just revenue generation alone. 

æ Investing in employee engagement ς Communication, training, recognition, equitable pay, team 

building events and flexible work arrangements are essential to keeping a talented workforce 

engaged.   
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Finding, attracting and engaging a talented workforce is both the top challenge and the top success 

ŦŀŎǘƻǊ ŦƻǊ ǘƻŘŀȅΩǎ ǇǊƻŦŜǎǎƛƻƴŀƭ services organizations.  The age-old tactic of stealing skilled consultants 

from competitors and clients is no longer effective with too many firms competing for too few experts.  

More than ever before, the hallmark of the Best-of-the-Best PS organizations is their focus on college 

hiring and developing their own young consultants from the ground up.  This focus favors rapidly 

growing firms who are able to build and sustain recruiting relationships with top universities.  Top firms 

are developing summer internship programs and new hire on-boarding programs.  Although these 

programs are expensive, they are well worth the effort when they manifest in young, highly skilled and 

highly motivated consultants who feel they are part of a vibrant culture which promises them career and 

knowledge advancement.   

The impact of technology on the new world of work is all-encompassing ς social interconnectivity 

through LinkedIn, Facebook, Twitter, Glassdoor and a host of other networking sites has transformed 

recruiting and retention.  So much so that in-demand consultants with hard-to-find skills are besieged by 

unsolicited job opportunities. The concepts of brand and employee engagement have never been more 

important. This means PS firms must not only be a great place to work but must increasingly 

differentiate themselves through their unique cultures, using their reputation as a primary recruiting 

and retention tool.  At the same time, consultants are building their own brands ς publishing their own 

opinions, thought leadership and intellectual property making it harder than ever before to safeguard 

ǘƘŜ ŦƛǊƳΩǎ ƪƴƻǿƭŜŘƎŜ ŀǎǎŜǘǎΦ    

The Consulting Pyramid 

The traditional consulting pyramid (Figure 47ύ ƛǎ ŀ ǿƻǊƪŦƻǊŎŜ ƳƻŘŜƭ ōŀǎŜŘ ƻƴ άCƛƴŘŜǊǎΣ aƛƴŘŜǊǎ ŀƴŘ 

DǊƛƴŘŜǊǎΦέ  ¢ƘŜ aŀƴŀƎƛƴƎ Partner (PS VP) is the chief client relationship manager, responsible for 

developing a trusted advisor relationship with key clients.  The Managing Partner is responsible for 

ŘŜǾŜƭƻǇƛƴƎ ƴŜǿ ōǳǎƛƴŜǎǎ ŀƴŘ ƳŀƴŀƎƛƴƎ ǘƘŜ ǇǊƻŦƛǘŀōƛƭƛǘȅ ƻŦ ǘƘŜ ǇǊŀŎǘƛŎŜΦ  ¢ƘŜ άaƛƴŘŜǊǎέ ŀǊŜ ǘƘŜ ǊŜƎƛƻƴŀƭ 

managers, project managers, engagement managers and case team leaders responsible for translating 

ǘƘŜ ŎǳǎǘƻƳŜǊΩǎ ǊŜǉǳƛǊŜƳŜƴǘǎ ƛƴǘƻ ŀ ǇǊƻƧŜŎǘ Ǉƭŀƴ ŀƴŘ ǘƘŜƴ ƳŀƴŀƎƛƴƎ ŀƭƭ ŀǎǇŜŎǘǎ ƻŦ ǇǊƻƧŜŎǘ ŘŜƭƛǾŜǊȅΦ  Lƴ 

the traditional consulting pyraƳƛŘΣ ǘƘŜ άDǊƛƴŘŜǊǎέ ŀǊŜ ǘƘŜ ǘŜŎƘƴƻƭƻƎȅ ŀƴŘ ōǳǎƛƴŜǎǎ Ŏƻƴǎǳƭǘŀƴǘǎ ǿƘƻ 

ǇŜǊŦƻǊƳ ǘƘŜ ƳŀƧƻǊƛǘȅ ƻŦ ǘƘŜ ǿƻǊƪΦ Lƴ ǘƘŜ ǘǊŀŘƛǘƛƻƴŀƭ ƳƻŘŜƭΣ ǘƘŜ άDǊƛƴŘŜǊǎέ όȅƻǳƴƎ Ŏƻƴǎǳƭǘŀƴǘǎ ŦǊŜǎƘ ƻǳǘ-

of-college or graduate school), deliver the majority of project billable hours and profit. 

Many independent PS firms have developed a solution selling sales force, often with lackluster results.  

The fundamental reason why the classic consulting pyramid has lasted for hundreds of years is that PS 

ŎƭƛŜƴǘǎ Řƻ ƴƻǘ ǿŀƴǘ ǘƻ ōŜ άǎƻƭŘέ ς they seek consulting firms based on their demonstrated ability in 

solving specific business problems.  Prospective consulting clients require the senior practice leader to 

help them articulate and design a solution.  On the other hand, embedded PSOs rely heavily on the 

product sales force to bring them into deals so the role of embedded PS leaders is one of forging 

alliances with other cross-functional executives as well as building the overall PS governance structure.     
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Figure 47:  The Consulting Pyramid - Finders, Minders and Grinders 

 

Source: Service Performance Insight, February 2016 

 

Important Changes in Workforce Composition 

Worldwide the traditional consulting pyramid is alive and well with the percentage of resources in 

management (13%), project management (16%), business consulting (29%) and technical consulting 

(42%) reflecting the majority of work is performed by business consultants and technical resources at 

the base of the pyramid (Figure 48).   

Since the 2011 SPI Research PS Pricing report, the business consulting job category has experienced the 

greatest growth; growing from 22% of the global PS workforce in 2011 to 29.4% in 2015.  The 

percentage of PS workers in billable management roles has declined from 14.8% in 2011 to 13.2% in 

2015.  Project management roles have declined from 20.8% to 15.5% while technical consulting roles 

have declined slightly from 42.5% to 41.9% of the workforce.  

This shift to more business consulting and less technical consulting roles reflects underlying technology 

shifts from complex and custom to social, mobile and cloud-based. These changes in workforce 

demographics clearly mirror overall shifts in the technology sector as software and hardware move to 

the cloud, requiring less customization and integration, so fewer technical consultants and project 

managers are required while streamlining and enhancing business processes has become a priority.   

As technology buying power has shifted from IT to business buyers, significantly more industry, business 

process, workflow and change management skills are required.  Increasingly, Professional Services firms 

are starting to recruit and hire consultants who not only possess strong analytic and technical skills but 

are also able to communicate effectively.  This workforce change has significant implications for 
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business and academic leaders as education and management systems must change to support an 

increasingly virtual, mobile and technology savvy workforce.   

Figure 48:  Comparison 2011 to 2015 Workforce Distribution by Employee Role 

 

Source: Service Performance Insight, 2015 SPI PS Global Pricing Report 

Best Talent Practices 

Based on our research and discussions with top-performing PS organizations, four areas must be 

addressed to develop best consulting talent practices.   

1. Confidence in leadership - Like everything else, it starts with effective leadership.  Leaders who 

are clear about the future direction of the firm, who understand and are able to take advantage 

of changing market dynamics and are able to openly and honestly communicate the direction of 

the company and the role employees play in shaping it are crucial to success.  PS is a logical, 

knowledge-driven business so leaders must focus on clarity and a few but impactful 

improvement priorities.  Each of the best firms emphasize open and transparent communication 

based on a foundation of ethical leadership, open books and systems.   

2. Great place to work ς top performing firms find innovative ways to help over-worked 

consultants maintain life/work balance.  From a facility point of view, firms focus on two 

priorities ς creating open, team-centric workspaces where project teams can meet and 

collaborate as well as virtual work-from-anywhere environments with state-of-the-art 

collaboration and remote access tools.  Despite the fact that most work is delivered virtually or 

ŀǘ ǘƘŜ ŎƭƛŜƴǘΩǎ ǎƛǘŜΣ ǘƻǇ ŦƛǊƳǎ ŜƴǎǳǊŜ ǘƘŜǊŜ ŀǊŜ ƻǇǇƻǊtunities throughout the year for consultants 

to meet to enhance their knowledge and skills while celebrating achievements.  An ethical, open 

and recognition rich environment provides the cornerstone of great work places. 

http://www.spiresearch.com/spi-research/reports/2015pspr.html
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3. Culture ς ƛƴ ǘƻŘŀȅΩǎ Ŧŀǎǘ-paced consulting environment the concept of culture is more important 

than ever.  Meet with any top performing firm and you will instantly recognize what sets it 

ŀǇŀǊǘΦ  Lǘ Ƴŀȅ ōŜ ŀ ŦƻŎǳǎ ƻƴ ƻƴƭȅ ƘƛǊƛƴƎ ǘƘŜ ōŜǎǘ ŀƴŘ ōǊƛƎƘǘŜǎǘ ŦǊƻƳ ŎŜǊǘŀƛƴ ǳƴƛǾŜǊǎƛǘƛŜǎΧōǳƛƭŘƛƴƎ 

a collegial, knowledge-intense environment.  It may be building a community-ōŀǎŜŘ ŎǳƭǘǳǊŜΧ 

with a premium placed on local hiring, community relationships and driving business on a local 

ƭŜǾŜƭΦ  hǊ ƛǘ Ƴŀȅ ōŜ ŀ ŎǳƭǘǳǊŜ ōŀǎŜŘ ƻƴ ǇǳǎƘƛƴƎ ǘƘŜ ǘŜŎƘƴƻƭƻƎȅ ŜƴǾŜƭƻǇŜΧŀƭways seeking the 

next big thing and willing to invest in innovation.  Firms must deliberately focus on what sets 

them apart to be able to build a brand that embodies the type of clients and employees who will 

be a best fit. 

4. Growth opportunities ς the best firms provide rich environments for continuous learning. They 

offer opportunities for formal and informal growth ς mentoring, coaching, lunch and learns, 

best practices, knowledge repositories, collaboration environments and centers of excellence.  

Lƴ ǘƻŘŀȅΩǎ ǘǳǊōǳƭŜƴǘ ǘŀƭŜƴǘ ƳŀǊƪŜǘΣ ŎŀǊŜŜǊΣ ǎƪƛƭƭ ŀƴŘ ƪƴƻǿƭŜŘƎŜ ƎǊƻǿǘƘ ŀǊŜ ŀƴ ƛƳǇŜǊŀǘƛǾŜΦ   

5. Job Fit ς ǘƻŘŀȅΩǎ ǘƻǇ ŦƛǊƳǎ ƛƴŎƭǳŘŜ ǇŜǊǎƻƴŀƭƛǘȅ Ŧƛǘ ŀǎ ŀ ǊŜŎǊǳƛǘƛƴƎ ŜǎǎŜƴǘƛŀƭΦ  .Ŝǎǘ ǇǊŀŎǘƛŎŜǎ ƛƴŎƭǳŘŜ 

in-person team interviews along with personality profile testing and scenario role plays. 

Verification of technical skills and know-how and real on-the-job experience is becoming 

standard.  These subjective assessments elongate hiring times but are offset by greater clarity in 

job roles, job descriptions and skill profiles.  

Table 81:  Workforce Engagement Best Practices 

Job Fit 
Growth 

Opportunities 
Culture Great Place to Work 

Confidence in 
Leadership 

Clear Job Roles & 
Descriptions 

On-boarding & training 
Agile, performance 
oriented 

Virtual/flexible/ remote 
work 

Mission & Purpose 

Well-defined skills Mentoring Coaching 
Collaborative 
Communicative 

Recognition Rich Invest in people 

Personality fit Access to knowledge  Hire the best Ethical, open Trust & transparency 

Source: Service Performance Insight, February 2016 

HRMS Business Applications come of age 

On the technology front, SPI Research predicts Human Capital Management (HCM) systems will increase 

in importance and usage across the service industry.  Traditional HCM applications for recruiting, 

performance, learning and compensation are moving to the cloud with exciting new social functionality 

combined with mobile employee access for self-managing careers, skills and preferences. The training 

industry has exploded with innovation, merging learning and skill-building with on-line video and 

gamification.  In the people-based business of PS, it is only a matter of time before talent management 

(HCM) and resource management (PSA) functionality become intertwined.  Already exciting new 

solutions from Workday, FinancialForce and SAP Successfactors are starting to emerge to seamlessly 

post job requisitions and skill profiles based on resource demand.  Soon vendors and consulting firms 
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alike will make employees central to their value proposition by designing systems that mirror and 

automate all facets of the employee lifecycle from recruitment to retirement.  Supporting global 

workforce flexibility comes with a price and makes it impossible to run a PS organization by spreadsheet.  

Resource management and HCM applications are mandatory to accommodate global mobility, staffing 

and career management. No longer do employees need offices and laptops to stay abreast of business.  

Now, a smart phone is all they need.  This tool enables them to be better connected with coworkers and 

clients alike, and to better understand current project dynamics, so that they can take appropriate 

actions readily as conditions change.  Alerts help consultants better understand critical issues to be 

addressed. At the same time, this ubiquitous and ever-expanding flow of information has obsolesced 

traditional hierarchical management and communication structures, requiring a new form of leadership. 

Survey Results 

SPI Research analyzed 26 Human Capital Alignment key performance measurements that are critical to 

attaining superior employee performance.  Table 82 portrays two alarming trends in human capital 

alignment.  The chief issue facing PS employers is that of retention.  Skilled employees have more career 

choices than ever before resulting in the high levels of voluntary attrition.  Fewer employees would 

recommend their company as a great place to work. Many overwhelmed consultants are choosing to 

leave professional services altogether, preferring the stability and lower stress of corporate positions. 

Management span of control continues to increase potentially undermining the role of leadership in 

being able to support employee development.    At the same time, several positive trends have 

emerged.  Enhanced recruiting and ramping systems and practices have reduced the time it takes for 

find, hire and ramp new employees.  A significant factor underlying this improvement is an increase in 

the number of guaranteed training days per employee.  Another positive trend is that firms are 

providing more clarity around job roles and career path options.  

Table 82:  Human Capital Alignment Pillar 5-year trend 

Key Performance Indicator (KPI)  2011 2012 2013 2014 2015 

Voluntary attrition 7.4% 7.2% 8.3% 8.9% 7.9% 

Recommend company to friends/family (1 to 5 scale) 4.20  4.29  4.28  4.24  4.19  

Management to employee ratio 9.76  9.24  10.13  10.05  11.52  

Days to recruit and hire for standard positions 60.1  62.8  61.2  61.8  60.5  

Days for a new hire to become productive 66.6  64.4  68.7  64.1  57.9  

Guaranteed annual training days / employee 8.09  7.67  9.01  8.20  8.92  

Well-understood career path for all employees (1 to 5 scale) 3.28  3.10  3.23  3.14  3.29  

Employee billable utilization 69.6% 70.3% 70.1% 71.0% 70.6% 

Source: Service Performance Insight, February 2016 

Table 83 summarizes important talent management questions by organization type and location.  
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Table 83:  Human Capital Alignment by Organization Type and Geographic Region 

Key Performance Indicator (KPI) 2015 ESO PSO Americas EMEA APac 

Employee annual attrition - voluntary 7.8% 7.0% 8.1% 8.2% 6.3% 8.9% 

Employee annual attrition - involuntary 5.1% 5.5% 4.9% 5.7% 3.8% 4.4% 

Recommend company to friends/family 4.19 4.10 4.24 4.20 4.18 4.22 

Management to employee ratio 11.52 11.43 11.56 11.55 11.21 12.36 

Days to recruit and hire for standard positions 60.5 64.2 58.7 61.9 59.2 51.3 

Days for a new hire to become productive 57.9 67.7 53.2 57.6 62.0 45.9 

Guaranteed annual training days / employee 8.92 9.92 8.44 9.17 7.91 10.21 

Well-understood career path for all employees 3.29 3.17 3.35 3.26 3.29 3.58 

Employee billable utilization 70.6% 68.6% 71.5% 70.6% 70.9% 69.4% 

Source: Service Performance Insight, February 2016 

Independents are more likely to refer their firm as a great place to work than their embedded 

counterparts.  APac is more likely to recommend the firm as a great place to work than the Americas or 

EMEA.  Management span of control has been inching up year over year, moving from 9.76 employees 

per manager ƛƴ нлмм ǘƻ ǘƻŘŀȅΩǎ ƘƛƎƘ ǿŀǘŜǊ ƳŀǊƪ ƻŦ ммΦрн ŜƳǇƭƻȅŜŜǎ ǇŜǊ ƳŀƴŀƎŜǊΦ  The average time to 

recruit and hire and ramp a new consultant is 118 days down from 126 business days last year which 

translates (at $150 per hour) to a cost of $141,600.  Obviously, reducing the time and cost of finding and 

ǊŀƳǇƛƴƎ ƴŜǿ ŜƳǇƭƻȅŜŜǎ Ƙŀǎ ŀ ƳŀƧƻǊ ƛƳǇŀŎǘ ƻƴ ƎǊƻǿǘƘ ŀƴŘ ǇǊƻŦƛǘŀōƛƭƛǘȅΦ  LƴǘŜǊǾƛŜǿǎ ǿƛǘƘ ǘƘƛǎ ȅŜŀǊΩǎ ōŜǎǘ 

of the best revealed innovative college hiring and ramping programs ς with intense on-boarding 

programs of three months or more to ensure new consultants are successful and productive.  The need 

for training has resulted in a big increase in the days of guaranteed training ς moving from 3.8 days in 

2008 to over 8.9 days on average in 2015.  PS organizations of all types and sizes have found they simply 

cannot steal enough experienced consultants from their competitors to support their growth.  

At the same time, PS organizations are finally starting to realize the importance of providing employee 

career opportunities ς ǘƘƛǎ Ƙŀǎ ƭŜŘ ǘƻ ŀ ǎƭƛƎƘǘ ƛƳǇǊƻǾŜƳŜƴǘ ƛƴ ǘƘŜ ōŜƴŎƘƳŀǊƪ ƻŦ άŀ ǿŜƭƭ-understood 

ŎŀǊŜŜǊ ǇŀǘƘΣέ ǿƘƛŎƘ Ƙŀǎ ŀŘǾŀƴŎŜŘ ŦǊƻƳ ŀ ǎŎƻǊŜ ƻŦ нΦст ƻǳǘ ƻŦ р όро҈ύ ƛƴ нллф ǘƻ оΦнф όсс҈ύ ƛƴ нлмрΦ  In 

2015 average billable utilization decreased slightly from 71% to 70.6% yet in response to another 

question, reported average annual billable hours edged up slightly from 1,431 to 1,440.   

Table 84 shows the human capital alignment scores by organization size.  Attrition tends to rise in direct 

proportion to organization size as employees feel less ownership and their work becomes more 

impersonal.  As organizations grow in size, the percentage of employees who would recommend their 

company as a great place to work also declines. This important metric has declined across the entire PS 

industry every year since 2012 from 4.29 out of 5 (85.8%) in 2012 to 4.19 (83.8%) in 2015.  Employee to 

management ratios increase with the size of the organization due to economies of scale and 

investments in systems and tools which improve management visibility.  The time to recruit new 

consultants is highest for the largest firms (65.7 days) but they offset their long recruiting time with 

better and faster ramping programs, bringing new hires up to speed in 52.2 days. All organizations need 
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to focus on reducing their recruiting and ramping time and costs.  Billable utilization increases with 

organization size as the largest organization reported the highest utilization of 72.6%. 

Table 84:  Human Capital Alignment by Organization Size  

Key Performance Indicator (KPI) Under 10 10 - 30 31 ð 100 101 - 300 301 - 700 Over 700 

Employee annual attrition - voluntary 4.8% 6.8% 7.6% 8.9% 8.4% 9.2% 

Employee annual attrition - involuntary 3.4% 4.1% 5.4% 5.2% 6.3% 6.3% 

Recommend company to friends/family 4.15 4.32 4.28 4.18 3.98 4.08 

Management to employee ratio 9.22 8.43 10.70 12.20 13.10 16.34 

Days to recruit and hire for standard positions 56.3 63.8 59.5 58.7 59.1 65.7 

Days for a new hire to become productive 62.9 64.6 58.6 57.2 48.9 52.2 

Guaranteed annual training days / employee 7.36 7.59 8.76 8.49 9.47 12.43 

Well-understood career path for all emp. 3.10 3.30 3.29 3.23 3.32 3.49 

Employee billable utilization 68.0% 69.7% 70.7% 70.3% 72.4% 72.6% 

Source: Service Performance Insight, February 2016 

Tables 85 and 86 show key Human Capital Alignment metrics by market.  Embedded Software PS 

reported the poorest human capital alignment scores across most dimensions which may contribute to 

the longest times to recruit and ramp new consultants.  However, Software PSOs offer the most training.  

Billable utilization is highest for staffing firms at 76.6%, followed by Managed Service providers at 74.2%.  

Architects and engineers provide the fewest guaranteed training days at 5.83. Voluntary and involuntary 

attrition is highest for research and development organizations at 19.2% followed by IT consultancies at 

14%.  Accounting firms reported the lowest overall attrition at 9%.  

Table 85:  Human Capital Alignment by Vertical Service Market  

Key Performance Indicator (KPI) 
IT 

Consult. 
Software 

Mgmt. 
Consult. 

Arch./ 
Engr. 

SaaS 
Mgd. 
Serv. 

Hard. & 
Netwrk. 

Employee annual attrition - voluntary 8.7% 7.5% 8.3% 5.6% 7.0% 7.4% 5.9% 

Employee annual attrition - involuntary 5.3% 6.1% 3.1% 4.7% 4.4% 4.8% 3.9% 

Recommend company to friends/family 4.26 4.07 4.27 4.42 4.12 4.00 4.00 

Management to employee ratio 12.90 12.14 9.10 10.73 10.38 11.43 12.31 

Days to recruit and hire for std. positions 56.1 70.5 63.9 58.4 60.8 58.9 53.6 

Days for a new hire to become productive 53.9 73.4 48.2 54.4 73.1 49.6 46.1 

Guaranteed annual training days / emp.  8.88 10.39 8.84 5.83 9.34 10.00 8.75 

Well-understood career path for all emp. 3.39 3.08 3.45 3.34 3.17 3.20 3.29 

Employee billable utilization 71.4% 68.0% 70.9% 73.3% 67.9% 74.2% 69.6% 

Source: Service Performance Insight, February 2016 
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Table 86:  Human Capital Alignment by Vertical Service Market  

Key Performance Indicator (KPI) R&D VAR Acct. 
Advert. 

(Marcom) 
Staff. Other PS 

Employee annual attrition - voluntary 10.0% 5.0% 4.5% 9.0% 6.5% 9.5% 

Employee annual attrition - involuntary 9.2% 7.0% 4.5% 4.1% 7.6% 4.5% 

Recommend company to friends/family 3.57 4.43 3.77 4.36 4.11 4.31 

Management to employee ratio 13.21 9.29 10.38 7.73 11.88 11.15 

Days to recruit and hire for standard positions 57.9 52.5 58.8 55.9 60.0 72.7 

Days for a new hire to become productive 45.0 56.8 72.5 45.0 42.9 68.8 

Guaranteed annual training days / employee 9.29 9.82 10.63 7.95 8.13 7.71 

Well-understood career path for all emp. 3.31 3.50 3.00 2.91 2.88 3.31 

Employee billable utilization 71.4% 67.5% 71.7% 71.8% 75.6% 66.7% 

Source: Service Performance Insight, February 2016 

²ƻǊƪŦƻǊŎŜ !ƎŜ ŀƴŘ DŜƴŘŜǊ 

æ 1927 - 1945 - Silent Generation or Traditionalists 

æ 1946 - 1964 - Baby Boomers 

æ 1965 - 1983 - Gen X or the Busters 

æ 1984 - 2002 - Gen Y or the Millennials 

æ 2003 - Current Gen Z or the Digital Generation 

SPI Research asked questions about the age and gender of the global PS workforce.  t{ ƛǎ ŀ ȅƻǳƴƎ ƳŀƴΩǎ 

game with 60.8% of the workforce under 40 while 63.6% of the workforce is male. This year the 

percentage of employees under 30 increased from 20.7% to 24.4% while over 50 employees declined 

from 18.2% to 15.1%. Embedded PSOs reported slightly younger workforces as they tend to provide 

better on-boarding programs than their independent counterparts and require the latest technical skills. 

EMEA has the oldest workforce with the most employees over 40 (40.6%).  EMEA and APac are the most 

male-dominated with 66.7% male PS employees. The percentage of females has increased each year 

with the Americas leading the way in bringing women into the PS workforce with 37.9% females. 

Table 87:  Workforce Age and Gender by Organization Type and Geographic Region 

Workforce Age (years) 2015 ESO PSO Americas EMEA APac 

Under 30 24.4% 25.3% 24.0% 25.3% 21.6% 25.4% 

30 - 40 36.4% 39.1% 35.1% 35.9% 37.8% 35.9% 

40 - 50 24.1% 24.4% 24.0% 23.9% 25.6% 21.3% 

Over 50 15.1% 11.1% 17.0% 15.0% 15.0% 17.3% 

Average Age (Years) 38.4 37.4 38.8 38.2 38.8 38.5 

Percentage Male 63.6% 64.9% 63.0% 62.1% 66.7% 67.1% 

Source: Service Performance Insight, February 2016 
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By organization size, the smallest organizations have the oldest employees as highly skilled consultants 

leave larger firms to start their own.  They also have the most male-dominated workforces at 68.6%.   

Table 88:  Workforce Age and Gender by Organization Size 

Role Under 10 10 - 30 31 ð 100 101 - 300 301 - 700 Over 700 

Under 30 10.3% 25.1% 23.0% 26.1% 29.7% 30.3% 

30 - 40 39.2% 37.2% 37.6% 35.9% 39.0% 29.9% 

40 - 50 17.3% 22.9% 26.1% 25.8% 22.0% 25.2% 

Over 50 33.2% 14.8% 13.4% 12.1% 9.3% 14.6% 

Average Age (Years) 43.2 38.1 38.3 37.7 36.3 37.8 

Percentage Male 68.6% 66.1% 62.0% 63.5% 63.5% 60.2% 

Source: Service Performance Insight, February 2016 

The largest firms employ the most employees under 30 at 30.3%.  They also employ the most females at 

39.8%.  Large firms are an excellent choice for young consultants as they provide ample training and 

career growth options but may also require excessive travel and work hours leading to burnout.  

Table 89 shows marketing and advertising has the youngest workforce with 40.7% of employees under 

30.  Marketing and advertising is the only PS sub-vertical that is female-dominated with 57.7% of the 

workforce reported to be female. Marketing and advertising firms reported that only 4% of the 

workforce is over 50. Architects and engineers are the most male-dominated sub-vertical with 69.2% 

male employees closely followed by software companies with 68.4% male PS employees.  Management 

consultancies employ the oldest workforce with an average workforce age of 42.2 years; this makes 

sense as grey-hair and experience are virtues when it comes to management consulting strategies, 

depth of vertical industry knowledge and operational improvement skills.  Management consulting and 

staffing firms employ the most employees over 50 with 29.1% and 23.5% respectively. SaaS 

organizations favor younger workers, with a low percentage of employees over 50 (8.1%), but they do a 

slightly better job than enterprise software ESOs of hiring females (41.4%).   

Table 89:  Workforce Age and Gender by Vertical Service Market 

Role IT Consult. Software 
Mgmt. 

Consult. 
Arch./ 
Engr. 

SaaS Mgd. Serv. 
Hard. & 
Netwrk. 

Under 30 25.7% 25.2% 17.7% 20.1% 33.8% 20.7% 22.6% 

30 - 40 36.1% 39.1% 29.1% 36.5% 39.9% 42.7% 31.6% 

40 - 50 24.5% 24.2% 24.1% 25.3% 18.2% 25.7% 28.9% 

Over 50 13.8% 11.4% 29.1% 18.2% 8.1% 10.9% 16.9% 

Average Age (Yrs) 38.0 37.5 42.2 39.6 35.3 37.9 39.4 

Percentage Male 65.3% 68.4% 59.9% 69.2% 58.6% 65.0% 63.2% 

Source: Service Performance Insight, February 2016 
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Table 90:  Workforce Age and Gender by Vertical Service Market 

Role R&D VAR Acct. 
Advert. 

(Marcom) 
Staff. Other PS 

Under 30 24.1% 10.4% 27.9% 40.7% 34.4% 21.2% 

30 - 40 38.1% 41.5% 45.0% 36.0% 27.9% 35.8% 

40 - 50 24.6% 36.4% 19.3% 19.3% 14.3% 25.4% 

Over 50 13.1% 11.7% 7.8% 4.0% 23.5% 17.7% 

Average Age (Yrs) 38.0 40.2 35.9 33.8 38.3 39.4 

Percentage Male 58.3% 61.4% 53.5% 42.3% 58.8% 59.2% 

Source: Service Performance Insight, February 2016 

9ƳǇƭƻȅŜŜ !ƴƴǳŀƭ !ǘǘǊƛǘƛƻƴ 

Employee attrition or turnover is defined as the average number of employees who left the company, 

either voluntarily or involuntarily, over the past year divided by the number of starting employees.  

Voluntary attrition, employees who leave that are not asked to leave, is one of the most important key 

performance indicators in the services sector as employees are the most valuable resource.  Involuntary 

turnover typically refers to an employer decision to terminate the employee. Reasons for involuntary 

turnover include poor performance, excessive absenteeism or violation of a workplace policy that is 

considered a terminable offense. Attrition due to layoff, reduction in force or job elimination is typically 

involuntary because the employment relationship ends based on the employer's circumstances, not the 

employee's decision to leave. Annual attrition in the professional services sector has been steadily 

climbing since the recession ended.  With the economy continuing to pick up, and more new jobs 

available, average attrition has climbed to 12.9% in 2015 from 7.2% in 2012 coming out of the recession. 

Table 91 shows the correlation between voluntary attrition and revenue growth and profit. This table 

demonstrates the 

negative consequences 

of high voluntary attrition 

rates.  As attrition rises, 

most other aspects of 

performance suffer.  The 

probability of on-time 

project delivery 

decreases while average 

project overruns 

increase.  Remaining 

employees have to pick 

up the pieces from 

exiting workers and must 

quickly come up to speed 

Table 91:  Impact ð Annual Employee Attrition ð Voluntary 

Annual 
Employee 
Attrition 

Survey 
Percent 

% of 
employees 

billable 

On-time 
projects 

Annual 
Rev. 

Growth 
EBITDA 

None 12.9% 67.5% 79.4% 8.5% 12.3% 

1% - 5% 32.4% 71.8% 77.8% 11.5% 18.3% 

5% - 10% 26.2% 68.8% 72.8% 9.9% 14.6% 

10% - 15% 17.4% 70.1% 76.0% 10.7% 18.3% 

15% - 25% 6.8% 73.4% 75.3% 11.2% 8.0% 

Over 25% 4.3% 74.1% 75.2% 6.1% 11.3% 

Total/Avg. 100.0% 70.4% 76.1% 10.3% 15.5% 
 

Source: Service Performance Insight, February 2016 
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and reestablish client relationships. Clients are forced to back-track to reestablish previous decisions and 

vendor commitments.  

The costs of high voluntary attrition permeate all aspects of the firm.  Lower employee engagement 

ƛƴŦƭǳŜƴŎŜǎ ǘƘŜ ŦƛǊƳΩǎ ŀōƛƭƛǘȅ ǘƻ ǊŜŎǊǳƛǘ ǘƻǇ ǘŀƭŜƴǘ ōŀǎŜŘ ƻƴ ŜƳǇƭƻȅŜŜ ǊŜŦŜǊǊŀƭǎΦ  ¢ƘŜ ǾŜǊȅ ǊŜŀƭ Ŏƻǎǘ ǘƻ 

replace leaving employees shows up in 118 work days on average to find, recruit, hire and ramp new 

consultants.  But this lost time is just the tip of the iceberg, as it does not measure lost productivity time 

for recruiters and managers nor the impact on the remaining workforce from taking over work after a 

valuable employee has left.  SPI 

Research believes the real cost to 

replace a valuable consultant is in 

excess of $150,000 causing a big 

bottom-line profit impact and 

making it hard to increase revenue 

and margins when firms must 

backfill leaving employees. 

Table 92 shows the correlation 

between involuntary attrition and 

revenue growth. Involuntary 

attrition or layoffs have a temporary 

positive impact on per consultant 

and per employee revenue yield as 

well as utilization because available work is performed by fewer employees.  However, the long term 

effects of involuntary attrition show up in lower top-line growth and long term poor employee 

engagement. Interestingly, voluntary attrition 

rises directly in response to involuntary attrition 

as non-impacted employees fear they will be 

next or become disenfranchised with their 

prospects for long-term career growth.    

hǊƎŀƴƛȊŀǘƛƻƴŀƭ {ǘǊǳŎǘǳǊŜ 

Figure 49 depicts organization structure with 

functional predominant.  This means most PSOs 

have defined functions for sales and marketing, 

project delivery, finance and operations, service 

engineering, human resources, etc. The second 

most prevalent structure is line of business or 

product-oriented meaning groups are organized 

by vertical industries or products.  Matrix-

oriented structures are favored, particularly by 

larger organizations which may have double-line 

Table 92:  Impact ð Annual Employee Attrition ð Involuntary 

Annual 
Employee 
Attrition 

Survey 
Percent 

Revenue / 
Billable 

Consult (k) 

Voluntary 
Attrition 

Annual 
Rev. 

Growth 

None 22.5% $178 5.1% 9.8% 

1% - 5% 46.1% 201 6.7% 10.9% 

5% - 10% 18.0% 204 9.9% 10.6% 

10% - 15% 7.0% 204 10.7% 7.8% 

15% - 25% 4.3% 213 14.1% 9.0% 

Over 25% 2.1% 230 17.5% 8.6% 

Total/Avg. 100.0% $198 7.7% 10.3% 
 

Source: Service Performance Insight, February 2016 

Figure 49:  Primary Organizational Structure 

 
Source: Service Performance Insight, February 2016 
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reporting by geography, vertical, competency or product.  Increasingly large organizations are creating 

technical and vertical competency centers of experts who are deployed to support geographical or 

account-based teams with specialized expertise.  Geographic organizations are prevalent for new, young 

organizations as they expand city to city, state to state and country to country.  Only 10% of 

organizations are structured primarily by account although account-specific teams exist within most 

large organizations.   

²Ƙȅ 9ƳǇƭƻȅŜŜǎ [ŜŀǾŜ 

Why do employees leave?  Obviously, employees 

leave for a variety of reasons, but in many cases 

there is one primary catalyst which is the reason 

for moving on.   Figure 50 shows the top reasons 

why employees leave professional services 

organizations.   The number one rationale (38.4%) 

ƛǎ άōŜǘǘŜǊ ƻǇǇƻǊǘǳƴƛǘȅέ ǿƘƛŎƘ ǘǊŀƴǎƭŀǘŜǎ ǘo a 

better work environment, perhaps better 

compensation or more opportunity for 

advancementΦ  άhǘƘŜǊ (17.7%)έ ƳƻǾŜŘ ƛƴǘƻ 

ǎŜŎƻƴŘ ǇƭŀŎŜΦ άhǘƘŜǊέ ŎƻǾŜǊǎ ŀ ƳŀƎƴƛǘǳŘŜ ƻŦ 

issues ς άǿƻǊƪκƭƛŦŜέ ōŀƭŀƴŎŜ ƻǊ ƭŜŀǾƛƴƎ ǘƘŜ 

ƛƴŘǳǎǘǊȅ ŜƴǘƛǊŜƭȅΦ  άaƻƴŜȅέ was cited as the third 

reason (12.7%) ŦƻƭƭƻǿŜŘ ōȅ ά[ŀŎƪ ƻŦ ŎŀǊŜŜǊ 

ŀŘǾŀƴŎŜƳŜƴǘέ (12.1%) as the fourth most 

prevalent reason employees leave. A younger, 

less traditional workforce requires challenging 

projects; exposure to hot new technologies and leading edge clients plus training, communication and 

ǘŜŀƳǿƻǊƪ ǘƻ ǊŜƳŀƛƴ ŜƴƎŀƎŜŘΦ άaŀƴŀƎŜƳŜƴǘ ŘƛǎǎŀǘƛǎŦŀŎǘƛƻƴέ ƛǎ ŎƛǘŜŘ ōȅ тΦт҈Φ ά¢ǊŀǾŜƭ (5.8%)έ ƛǎ ŀƴŘ ǿƛƭƭ 

continue to be a major reason consultants quit, oftentimes for less-interesting, but more stable internal 

positions.  Fortunately, remote service delivery tools and the ability to deliver more work virtually are 

having a beneficial effect on reducing travel time, cost and employee burnout. The Best-of-the-Best 

firms place a premium on their employees ς finding ways to combine career development; challenging 

and exciting projects; with family/life/work balance and a measure of fun.   

wŜŎƻƳƳŜƴŘ /ƻƳǇŀƴȅ ǘƻ CǊƛŜƴŘǎ ŀƴŘ CŀƳƛƭȅ 

One of the most important employee engagement measurements is whether an employee would 

ǊŜŎƻƳƳŜƴŘ ǘƘŜƛǊ ŎƻƳǇŀƴȅ άŀǎ ŀ ƎǊŜŀǘ ǇƭŀŎŜ ǘƻ ǿƻǊƪέ ǘƻ ǘƘŜƛǊ ŦǊƛŜƴŘǎ ŀƴŘ ŦŀƳƛƭȅΦ  aƻǊŜ ǘƘŀƴ ŀƴȅ ƻǘƘŜǊ 

ƪŜȅ ǇŜǊŦƻǊƳŀƴŎŜ ƳŜŀǎǳǊŜƳŜƴǘ ƛƴ ǘƘŜ IǳƳŀƴ /ŀǇƛǘŀƭ !ƭƛƎƴƳŜƴǘ ǇƛƭƭŀǊΣ ǊŜŎƻƳƳŜƴŘƛƴƎ ƻƴŜΩǎ ŎƻƳǇŀƴȅ ŀǎ 

a great place to work is considered the litmus test of employee engagement.   

 

Figure 50:  Why Employees Leave 

 
Source: Service Performance Insight, February 2016 
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Table 93 shows the impact of 

workplace satisfaction.  The 

good news is 82.7% of the 

organizations in the survey 

would highly recommend their 

work environment.  Great places 

to work are characterized by 

high employee engagement, a 

strong culture of achievement 

and confidence in the future.   

 

 

aŀƴŀƎŜƳŜƴǘπǘƻπ9ƳǇƭƻȅŜŜ wŀǘƛƻ 

The management-to-employee ratio divides the number of employees by the number of people 

managers.  Management-to-ŜƳǇƭƻȅŜŜ Ǌŀǘƛƻ όŀƭǎƻ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άǎǇŀƴ ƻŦ ŎƻƴǘǊƻƭέύ ƛǎ ŀƴ ƛƳǇƻǊǘŀƴǘ 

measurement of management effectiveness and is an indication of lean or excessive management 

overhead.  The average management-to-employee ratio rose to 1 to 11.52 this year after a steep decline 

to 1 to 8.9 in 2010 during the depths of the recession suggesting firms laid off proportionately more 

individual contributors than managers.   

With a significant upturn in business, firms are starting to hire again and are finding the burden of 

recruiting and ramping new employees is putting tremendous pressure on already stretched managers.  

Few small and medium-size firms have effective management training programs so we are seeing a 

significŀƴǘ ƴǳƳōŜǊ ƻŦ άōŀǘǘƭŜ-ŦƛŜƭŘέ ǇǊƻƳƻǘƛƻƴǎ ǿƛǘƘƻǳǘ ǘƘŜ ǊŜǉǳƛǎƛǘŜ ǎǳǇǇƻǊǘ ǎǘǊǳŎǘǳǊŜΦ  ¢ƘŜ .Ŝǎǘ-of-

the-.Ŝǎǘ ƻǊƎŀƴƛȊŀǘƛƻƴǎ ŀǊŜ ǎǘŀǊǘƛƴƎ ǘƻ ŀŘŘ ŀ άǘŜŀƳ ƭŜŀŘŜǊέ Ǉƻǎƛǘƛƻƴ ǘƻ ƎǊƻƻƳ ǘƘŜ ƴŜȄǘ ƎŜƴŜǊŀǘƛƻƴ ƻŦ 

leaders.   

SPI Research found Table 94 

interesting because it shows the 

effect of management to employee 

ratios.  It appears that a larger 

management span of control has a 

beneficial effect on performance.  

Of course this implies that 

employees clearly understand the 

work they are asked to perform 

and have a rich support structure 

of mentors, tools and knowledge to 

ƎǳƛŘŜ ǘƘŜƳ ǎƻ ǘƘŜȅ ŘƻƴΩǘ ƘŀǾŜ ǘƻ 

rely solely on management for 

direction.  

Table 93:  Impact ð Recommend to Family and Friends 

Score 
% 

Surveys 
Revenue 
Growth 

Bid-to-
win ratio 

Billable 
Utilization 

Revenue / 
emp. (k) 

1 - No 1.1% 6.7% 1.90 68.0% $100 

2 5.9% 4.4% 4.32 62.6% 148 

3 10.3% 7.7% 4.13 69.0% 169 

4 37.7% 11.0% 4.98 70.7% 156 

5 - Yes 45.0% 10.9% 5.23 72.0% 157 

Tot/Avg. 100.0% 10.2% 4.93 70.6% $157 
 

Source: Service Performance Insight, February 2016 

Table 94:  Impact ð Management-to-Employee Ratio 

Management-to-
Employee Ratio 

Survey 
Percent 

Billable 
Utilization 

On-time 
delivery 

EBITDA 

1:5 27.9% 69.3% 75.3% 14.1% 

1:10 40.7% 68.9% 76.2% 13.7% 

1:15 16.0% 72.3% 76.3% 20.2% 

1:20 9.6% 75.4% 76.5% 20.5% 

Over 1:20 5.8% 75.3% 76.8% 14.9% 

Total/Average 100.0% 70.6% 76.1% 15.6% 
 

Source: Service Performance Insight, February 2016 
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The table compares the management-to-employee ratio to other key performance indicators for the 549 

PSOs in the survey.  68.9% of the organizations maintain a 1:10 or less management to employee ratio.  

As the ratio increases, so do many of the key financial metrics.  The key to profitable growth is finding 

the right balance of respected managers to employees.  Integrated business applications and strong 

communication practices along with standardized methods, tools and knowledge sharing all contribute 

to higher productivity with less reliance on management overhead. 

¢ƛƳŜ ǘƻ wŜŎǊǳƛǘ ŀƴŘ IƛǊŜ ŦƻǊ {ǘŀƴŘŀǊŘ tƻǎƛǘƛƻƴǎ 

SPI Research considers the length of time to recruit and ramp new employees to be very important 

ŘŜǘŜǊƳƛƴŀƴǘǎ ƻŦ ƻǾŜǊŀƭƭ ǇŜǊŦƻǊƳŀƴŎŜ ŀƴŘ ǎǳǎǘŀƛƴŀōƭŜ ƎǊƻǿǘƘΦ  άwŀƳǇƛƴƎέ ǘƛƳŜ ƛǎ ŎǊƛǘƛŎŀƭ ōŜŎŀǳǎŜ ƛǘ ƴƻǘ 

only focuses on making employees productive faster, but also reduces the non-billable time and cost of 

other resources who support the hiring and on-boarding process.  

Most firms do not track the full cost of recruiting and hiring, but it is substantial (in many cases over 50% 

of the first year new hire base salary).  This year the average cost of recruiting is over 1% of total 

revenue. The most mature firms create a dedicated recruiting function, armed with in-depth skill and 

personality profiles for targeted positions. Since all indicators point to a continuing talent shortage in PS 

ς firms would be well-served to examine and improve their recruiting, on-boarding and training 

functions.  Recruiting must be closely aligned with the sales pipeline and resource management plan. 

Table 95 compares the time required to recruit for standard positions (such as consultants) to other key 

performance indicators. As it takes longer to recruit and hire, billable utilization suffers, as current 

employees spend more time 

helping out with the process, 

which limits their billable time. 

However, profitability improves 

with longer recruiting times 

because current employees must 

take on extra work.  Although 

expensive and time consuming, 

recruiting time does not appear 

to be a major determinant of 

bottom-line profitability as it is 

better to spend extra time 

ensuring new hires will fit in.   

¢ƛƳŜ ŦƻǊ ŀ bŜǿ IƛǊŜ ǘƻ .ŜŎƻƳŜ tǊƻŘǳŎǘƛǾŜ 

Table 96 shows 41.5% of the PSOs in the survey reported over 60 days for a new consultant to become 

productive.  Well-structured on-boarding and mentoring programs are mandatory for organizations 

planning on significant growth.  This year the average time for a new hire to become productive 

declined to 57.9 days down from 64.1 days last year.  This 6.2-day improvement in ramping time is  

Table 95:  Impact ð  Time to Recruit and Hire for Standard Positions 

Time to recruit and hire 
for standard positions 

Survey 
Percent 

Billable 
Util. 

On-time 
Projects 

EBITDA 

Under 1 month 12.0% 70.0% 75.1% 14.1% 

30 - 60 days 45.8% 71.6% 76.5% 14.8% 

60 - 90 days 28.8% 68.8% 76.9% 15.3% 

90 - 120 days 7.9% 72.4% 72.7% 20.5% 

Over 120 days 5.4% 69.6% 73.5% 23.1% 

Total/Average 100.0% 70.6% 76.0% 15.8% 
 

Source: Service Performance Insight, February 2016 
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significant.  At $150 per hour, 

faster on-boarding translates to a 

potential gain in revenue per 

consultant of $7,440 per year. 

 

 

 

 

 

 

 

DǳŀǊŀƴǘŜŜŘ ¢ǊŀƛƴƛƴƎ 5ŀȅǎ ǇŜǊ 9ƳǇƭƻȅŜŜ ǇŜǊ ¸ŜŀǊ 

The guaranteed number of training days per employee per year is the average number of training days 

budgeted each year per employee.  Similar to the annual training budget, this indicator, while promised 

to employees, is not necessarily utilized, but does reflect the organization's commitment to employee 

development and shows the organization is investing in the future of its employees.  Across the 

benchmark the average cost of training is 1.5% of total revenue.  

Best-of-the-Best organizations mandate more than two weeks of training per year.  Some firms provide 

over four weeks of training per year.  Several best of the best firms put new hires through intensive 

three-month scenario-based training programs where they work as a team to develop requirements, 

architect and implement real-world solutions.  PSOs find investments in both technical and 

ƛƴǘŜǊǇŜǊǎƻƴŀƭ ǎƪƛƭƭ ōǳƛƭŘƛƴƎ Ǉŀȅǎ ŘƛǾƛŘŜƴŘǎΦ  Lƴ ǘƘƛǎ ȅŜŀǊΩǎ ōŜƴŎƘƳŀǊƪΣ ƘƛƎƘŜǊ ƴǳƳōŜǊǎ ƻŦ ƎǳŀǊŀƴǘŜŜŘ 

training days positively correlate with revenue growth, on-time project delivery and revenue per 

consultant (Table 97). Access to 

high quality training is a major 

attraction driver.  Many firms 

report they bring together the 

entire consulting team twice a 

year for skill-building, reinforcing 

ǘƘŜ ŎƻƳǇŀƴȅΩǎ ŘƛǊŜŎǘƛƻƴ ŀƴŘ 

strengthening collaboration and 

team-building.  Team meetings 

give road warriors a break and 

allow them to establish new 

friendships and partnerships 

while rejuvenating.  Several of 

the Best-of-the-Best firms include 

Table 96:  Impact ð  Time to Become Productive 

Time to become 
productive 

Survey 
Percent 

Billable 
Util. 

Rev. / 
Employee 

(k) 

Staffing 
Time 
(days) 

Under 1 month 27.8% 75.1% $150 9.6 

30 - 60 days 30.7% 69.8% 163 10.5 

60 - 90 days 23.3% 69.6% 165 10.6 

90 - 120 days 10.8% 66.8% 152 9.7 

Over 120 days 7.4% 66.6% 158 12.5 

Total/Average 100.0% 70.6% $158 10.3 
 

Source: Service Performance Insight, February 2016 

Guaranteed 
Training Days per 
Employee per Year 

Survey 
Percent 

Revenue 
Growth 

On-time 
delivery 

Rev. / 
Billable 
Con. (k) 

None 3.7% 6.0% 68.1% $181 

Under 5 days 24.6% 7.1% 73.8% 181 

5 - 10 days 38.7% 10.2% 75.8% 200 

10 - 15 days 18.8% 12.8% 77.5% 207 

15 - 20 days 7.0% 11.0% 79.9% 212 

Over 20 days 7.4% 12.8% 79.9% 216 

Total/Average 100.0% 10.0% 75.9% $198 

Table 97:  Impact ð  Guaranteed Training 

Source: Service Performance Insight, February 2016 
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significant others and spouses in their annual events to thank them for holding down the fort while their 

road-warrior partners delight clients. 

²Ŝƭƭπ¦ƴŘŜǊǎǘƻƻŘ /ŀǊŜŜǊ tŀǘƘ ŦƻǊ ŀƭƭ 9ƳǇƭƻȅŜŜǎ 

The survey asked if the organization provides a well understood employee career path, meaning as 

employees are hired and move 

within different positions, is 

there a planned next step for 

their career progression (Table 

98).  This KPI is important 

because iǘ ǎƘƻǿǎ ǘƘŜ ŦƛǊƳΩǎ 

commitment to employee skill 

growth and career development.  

Even though this question is 

subjective, and answered by PS 

executives, who might have a 

bias, the results show how 

important career development is. 

It shows employees with a well-defined career path are much more engaged with their work, delivering 

more on-time projects, more revenue per employee and more likely to achieve margin targets.    

The table highlights the important role management plays in helping employees plan their careers while 

ensuring they have both the tools and 

opportunity for career growth.  Numerous 

studies have shown that employees become 

increasingly productive with longer tenure with 

the same firm so keeping them engaged is an 

investment worth making. 

/ƻƴǎǳƭǘŀƴǘ .ƛƭƭŀōƭŜ ¦ǘƛƭƛȊŀǘƛƻƴ 

SPI Research defines employee utilization on a 

2,000 hour per year basis.  Employee utilization 

is calculated by dividing the total annual 

billable hours by 2,000.  This key performance 

indicator is central to organizational 

profitability.  Utilization is consistently the most 

measured key performance indicator but must 

be examined in conjunction with overall 

revenue and profit per person along with 

leading indicators like backlog and size of the 

Table 98:  Impact ð Well-understood Career Path 

Well-understood 
Career Path 

Survey 
Percent 

On-time 
Delivery 

Rev. / 
Emp. (k) 

Meet Margin 
Target 

1 ï Not very well 5.7% 64.8% $138 86.1% 

2 16.7% 69.6% 153 87.4% 

3 29.4% 77.3% 166 90.3% 

4 39.4% 77.0% 150 88.1% 

5 ï Very well 8.8% 84.8% 161 99.0% 

Total/Average 100.0% 75.9% $156 89.5% 
 

Source: Service Performance Insight, February 2016 

Figure 51:  Billable Utilization:  2010-2015 

 

Source: Service Performance Insight, February 2016 
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sales pipeline to become truly meaningful.  Utilization is a major indicator of opportunity and workload 

balance.  It provides a signal to expand or contract the workforce.   

To improve margins, PS executives must continually focus on increasing employee billable utilization, as 

well as increasing the percentage of billable employees.  The primary gain from increased utilization is a 

significant increase in revenue per employee.  

Table 99 ǎƘƻǿǎ ǘƘŜ ŀŎǘǳŀƭ όƴƻǘ ǘƘŜƻǊŜǘƛŎŀƭύ ōŜƴŜŦƛǘǎ ǘƘƛǎ ȅŜŀǊΩǎ ŦƛǊƳǎ ŜȄǇŜǊƛŜƴŎŜŘ ŦǊƻƳ ƛƴŎǊŜŀǎƛƴƎ 

employee utilization. The optimal level of utilization is 70 to 80% with the best revenue growth, highest 

consultant and per employee revenue yields along with the best net margin achievement.  According to 

ǘƘƛǎ ȅŜŀǊΩǎ ǎǳǊǾŜȅΣ ŜȄǘǊŜƳŜƭȅ ƘƛƎƘ ǳǘƛƭƛȊŀǘƛƻƴΣ ƻǾŜǊ ул҈Σ ŀŎǘǳŀƭƭȅ ŘƛƳƛƴƛǎƘŜǎ ǊŜǾŜƴǳŜ ǇŜǊ Ŏƻƴǎǳƭǘŀƴǘ ŀƴŘ 

net profit. Billable utilization over 90% clearly leads to voluntary attrition and burnout.  

Table 99:  Impact ð Billable Utilization 

Billable 
Utilization 

Survey 
Percent 

Revenue 
Growth 

Client 
Ref. 

Billable 
Utilization 

Revenue / 
billable 
cons. (k) 

Revenue / 
employee 

Voluntary 
Attrition 

EBITDA 

Under 50% 6.0% 8.6% 61.0% 69.0% $171 $133 6.6% 6.0% 

50% - 60% 12.4% 10.5% 65.0% 70.6% 185 147 9.6% 13.2% 

60% - 70% 24.3% 10.2% 71.4% 75.8% 197 157 7.8% 16.7% 

70% - 80% 35.7% 11.2% 73.7% 76.9% 210 170 7.1% 16.6% 

80% - 90% 17.6% 8.6% 70.5% 79.5% 195 156 7.5% 13.6% 

Over 90% 4.1% 9.0% 74.0% 83.8% 192 134 11.3% 15.9% 

Total/Average 100.0% 10.2% 70.7% 76.1% $198 $158 7.8% 15.0% 

Source: Service Performance Insight, February 2016 

Although PS firms would like to abandon the billable utilization metric (and all the accompanying time 

tracking it entails), unfortunately there is no other metric which provides as good a picture of workforce 

productivity.  Perhaps as more and more firms shift to fixed price work the focus on billable utilization 

will decline but if this is the case firms will have to ratchet up their focus on project accounting and 

budget to actual performance.  But here again, how can budget to actual performance be measured 

without tracking work hours?  

.ƛƭƭŀōƭŜ ¦ǘƛƭƛȊŀǘƛƻƴ ŦǊƻƳ ǘƘŜ нлмр t{ Dƭƻōŀƭ tǊƛŎƛƴƎ wŜǇƻǊǘ  

Based on the 2015 PS Global Pricing report, Table 100 provides a snapshot comparison by role of the 

2015 PS Pricing survey compared to the 2011 survey.  The headline reads άƭƻǿŜǊ ōƛƭƭ ǊŀǘŜǎέ ŀǊŜ ƻŦŦǎŜǘ 

ōȅ άǎƛƎƴƛŦƛŎŀƴǘƭȅ ƘƛƎƘŜǊ ōƛƭƭŀōƭŜ ǳǘƛƭƛȊŀǘƛƻƴ ǘŀǊƎŜǘǎέ ǊŜǎǳƭǘƛƴƎ ƛƴ άǎƛƎƴƛŦƛŎŀƴǘ ƛƴŎǊŜŀǎŜǎ ƛƴ ŎƻƴǎǳƭǘƛƴƎ 

revenue yields and profƛǘǎέΦ  ²Ƙŀǘ ǘƘƛǎ ƳŜŀƴǎ ƛǎ ǘƘŀǘ ǘƘŜ ŎƻƴǎǳƭǘƛƴƎ ƛƴŘǳǎǘǊȅ ƛǎ ŘŜƳŀƴŘƛƴƎ ƳƻǊŜ ŦǊƻƳ 

their workforces to offset rate erosion.  These productivity advances are a direct result of more virtual 

(off-site) consulting delivery, stronger consulting demand (more work) and productivity tools (less 

time spent on non-billable activities)Φ  ¢ƘŜ ǉǳŜǎǘƛƻƴ ǿƘƛŎƘ Ƴǳǎǘ ōŜ ŀǎƪŜŘ ƛǎ άŎŀƴ ǘƘŜ ŎƻƴǎǳƭǘƛƴƎ 

http://www.spiresearch.com/spi-research/reports/2015pspr.html
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industry continue to ratchet up consultant productivity and billability, or are we near a breaking 

ǇƻƛƴǘΚέ 

Table 100:  Target Billable Hours and Rates Comparison 2011-2015 All PS Markets and Geographies  

Level 

2011 2015 
Target 

Revenue 
Yield 

Delta (k) 

Target 
Annual 
Billable 

Hrs. 

Realized 
Hourly 
Bill rate 

Target 
Revenue 

Yield PP (k) 

Target 
Annual 
Billable 

Hrs. 

Realized 
Hourly 
Bill rate 

Target 
Revenue 

Yield PP (k) 

VP / Executive Management 743  $265  $197  706 $235  $166  ($31) 

Director 771  217  167 785 213 167 0 

Manager 852  178  152 879 176 155 3 

Program Manager 1,211  167  202 1,368 174 238 36 

Senior Project Manager 1,289  166  214 1,472 177 260 46 

Project Manager 1,272  153  195 1,505 164 246 51 

Principal Business Consult. 1,113  217  242 1,450 196 284 42 

Sr. Business Consultant 1,298  193  251 1,519 169 256 4 

Business Consultant 1,330  152  202 1,512 149 225 23 

Solution Architect 1,316  185  243 1,391 178 248 5 

Senior Technical Consultant 1,374  166  228 1,563 168 263 35 

Technical Consultant 1,401  151  212 1,566 146 228 16 

Non-weighted average 1,249  $177  $214 1,353 $175  $237   $23  

Source: Service Performance Insight, 2015 PS Global Pricing report 

Key findings from comparing the 2011 to 2015 PS Pricing report: 

D Target annual billable hours have increased dramatically for all job categories except Executive 

Management.  Target annual hours across all roles and geographies have increased from 1,249 

in 2011 to 1,353 hours in 2015!  The average PS consultant is targeted to bill almost 200 more 

hours per year!  Most consulting job roles are now targeted at 75% billable utilization or higher.  

D The only job category which has not experienced a decline in realized bill rates is the Project 

Management job category.  At the same time, project managers are being asked to bill more 

hours.  The combined impact of slightly higher rates and significantly higher utilization targets 

manifests in the greatest increase in per capita target revenue.  A contributing factor to these 

increases is that the project management category has experienced the most significant decline 

in employee numbers as a percent of the overall consulting workforce.  This means the 

remaining project managers are being asked to do more and scarcity has led to higher rates.  

D The Business Consulting job category has experienced the steepest decline in realized bill rates 

at the same time this job category has experienced a sharp increase in billable utilization 

targets.  The increase in billability has more than offset the decrease in rates, making the 

business consulting job category the richest revenue producers in the study. 

http://www.spiresearch.com/spi-research/reports/2015pspr.html
http://www.spiresearch.com/spi-research/reports/2015pspr.html
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D The Technical Consulting job category has experienced a moderate decline in realized rates and 

a moderate increase in annual billable targets.  The net result manifests in moderately increased 

revenue targets. 

D In the technical consulting job category, only senior technical consultants have experienced a 

slight increase in realized bill rates from $166 to $168 per hour.  However, their billable 

utilization targets have soared from 1,374 hours in 2011 to 1,563 hours in 2015.  The net result 

is they are targeted to generated $263K in annual revenue, up from $228K in 2011! 

Table 101 shows a comparison of target billable hours by role for the major geographies represented in 

the 2015 PS Pricing study.  India clearly expects the most from its consultants with annual target hours 

of 92% for its program managers; 82.5% for its senior business consultants and 86% for its technical 

consultants. EMEA targets the fewest billable hours. 

Table 101:  Target Billable Hours by Geography 

Role Level 

Target Billable Hours Target Billable Utilization 

North 
Amer. 

West. 
Europe 

ANZ India 
North 
Amer. 

West. 
Europe 

ANZ India 

Mgmt. 

VP / Executive Mgmt. 658  407  460  758  32.9% 20.3% 23.0% 37.9% 

Director 827  636  679  975  41.4% 31.8% 34.0% 48.8% 

Manager 979  883  700  672  49.0% 44.2% 35.0% 33.6% 

Project 
Mgmt. 

Program Manager 1,403  1,439  1,099  1,841  70.2% 72.0% 55.0% 92.1% 

Senior Project Manager 1,500  1,379  1,384  1,700  75.0% 69.0% 69.2% 85.0% 

Project Manager 1,525  1,469  1,466  1,688  76.3% 73.5% 73.3% 84.4% 

Business 
Consulting 

Principal Business Consult. 1,476  1,225  1,317  1,424  73.8% 61.3% 65.9% 71.2% 

Sr. Business Consultant 1,515  1,456  1,487  1,650  75.7% 72.8% 74.3% 82.5% 

Business Consultant 1,548  1,475  1,221  1,516  77.4% 73.7% 61.1% 75.8% 

Technical 
Consulting 

Solution Architect 1,421  1,351  1,127  1,680  71.0% 67.5% 56.3% 84.0% 

Senior Technical Consult. 1,586  1,480  1,530  1,775  79.3% 74.0% 76.5% 88.8% 

Technical Consultant 1,605  1,431  1,499  1,713  80.2% 71.6% 75.0% 85.6% 

Source: Service Performance Insight 2015 PS Global Pricing Report 

!ƴƴǳŀƭ IƻǳǊǎ 

!ƭǿŀȅǎ ƻƴŜ ƻŦ ǘƘŜ Ƴƻǎǘ ŀƴǘƛŎƛǇŀǘŜŘ ƳŜǘǊƛŎǎ ŦǊƻƳ ǘƘŜ ŀƴƴǳŀƭ t{ aŀǘǳǊƛǘȅϰ ōŜƴŎƘƳŀǊƪ ǎǳǊǾŜȅ ƛǎ ǘƘŜ 

breakdown of work hours.  Most organizations put a lot of focus on consultant time spent on both 

billable and non-billable tasks.  Embedded organizations reported a 2.5% increase in billable hours from 

1,317 to 1,350 while independents reported a slight decrease in billable hours from 1,488 to 1,481.  

http://www.spiresearch.com/spi-research/reports/2015pspr.html
http://www.spiresearch.com/spi-research/reports/2015pspr.html
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Across all job titles, billable utilization is higher for independents than embedded service organizations 

as embedded organizations must contend with more non-billable work to support product sales or to fix 

product or relationship issues.   

Table 102:  Annual Hour Comparison by Organization Type  

Annual Hours 
Survey ESO PSO 

2014 2015 Change 2014 2015 Change 2014 2015 Change 

Vacation/personal/holiday 176 169 -4.0% 188 157 -16.5% 169 175 3.6% 

Education/training 72 77 6.9% 84 94 11.9% 65 69 6.2% 

Administrative 180 171 -5.0% 213 187 -12.2% 164 164 0.0% 

Non-billable project hours 233 213 -8.6% 313 269 -14.1% 194 186 -4.1% 

Total Billable Hours 1,431 1,439 0.6% 1,317 1,350 2.5% 1,488 1,481 -0.5% 

Á Billable hours on-site 811 803 -1.0% 696 622 -10.6% 868 887 2.2% 

Á Billable hours off-site 620 637 2.7% 620 729 17.6% 620 594 -4.2% 

Total Hours 2,092 2,069 -1.1% 2,115 2,058 -2.7% 2,080 2,075 -0.2% 

Source: Service Performance Insight, February 2016 

Table 102 provides a year-over-year comparison of annual work hours by comparing embedded to 

independent organizations.  The trend in total annual hours this year was very positive with fewer hours 

spent on administration and non-billable project hours contributing to fewer total hours worked with 

approximately the same number of billable hours (1,439). ESOs reduced non-billable vacation, 

administration and non-billable project hours but increased training time from 84 to 94 hours.  

Independents increased vacation and education time but decreased non-billable project hours.  

Independent consultants billed 131 more hours (16 more days) than their embedded counterparts!   

Table 103:  Annual Hour Comparison by Region 

Annual Hours 
Americas EMEA APac 

2014 2015 Change 2014 2015 Change 2014 2015 Change 

Vacation/personal/holiday 160 150 -6.3% 222 219 -1.4% 196 176 -10.2% 

Education/training 67 74 10.4% 86 80 -7.0% 76 87 14.5% 

Administrative 173 181 4.6% 210 136 -35.2% 170 206 21.2% 

Non-billable project hours 242 219 -9.5% 201 198 -1.5% 237 211 -11.0% 

Total Billable Hours 1,457 1,450 -0.5% 1,327 1,415 6.6% 1,458 1,427 -2.1% 

Á Billable hours on-site 801 740 -7.6% 821 922 12.3% 869 982 13.0% 

Á Billable hours off-site 655 710 8.4% 506 493 -2.6% 589 445 -24.4% 

Total Hours 2,099 2,073 -1.2% 2,046 2,048 0.1% 2,136 2,108 -1.3% 

Source: Service Performance Insight, February 2016 
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Table 103 shows employees in Asia work more hours than either American or European consultants. 

EMEA PS firms work the least due to more vacation and training time.  In 2015 APAC firms invested the 

most in education and training followed by EMEA.  Workaholic Americans spend the least amount of 

time on vacations and training but the most on non-billable project hours, and they reported a decrease 

in non-billable administrative time.  Excessive administrative time usually results from not having 

enough billable work combined with poor systems and processes.  By region, EMEA firms reported the 

biggest increase in both billable time and total work hours but still work less than in any other 

geography.  The average consultant in APac worked 60 more hours than their European counterparts! 

Table 104 shows firms become more productive as they grow from small to large.  Both total work hours 

and billable hours per year increase as firms grow.  The benefits of growing from a small to mid-size firm 

show up in more vacation hours and fewer hours spent on administration and non-billable project 

hours.  More work is delivered on-site as firms grow.   

Table 104:  Annual Hour Comparison by Organization Size (< 100 employees) 

Annual Hours 
Under 10 10 - 30 31 - 100 

2014 2015 Change 2014 2015 Change 2014 2015 Change 

Vacation/personal/holiday 141 158 12.1% 181 175 -3.3% 180 177 -1.7% 

Education/training 72 51 -29.2% 80 57 -28.8% 60 87 45.0% 

Administrative 201 190 -5.5% 160 152 -5.0% 197 177 -10.2% 

Non-billable project hours 234 261 11.5% 261 262 0.4% 263 213 -19.0% 

Total Billable Hours 1,356 1,361 0.4% 1,396 1,415 1.4% 1,401 1,430 2.1% 

Á Billable hours on-site 548 726 32.5% 770 786 2.1% 762 769 0.9% 

Á Billable hours off-site 807 634 -21.4% 626 629 0.5% 639 661 3.4% 

Total Hours 2,003 2,022 0.9% 2,079 2,060 -0.9% 2,102 2,083 -0.9% 

Source: Service Performance Insight, February 2016 

Table 105:  Annual Hour Comparison by Organization Size (> 100 employees) 

Annual Hours 
101 -  300 301 ð 700  Over 700 

2014 2015 Change 2014 2015 Change 2014 2015 Change 

Vacation/personal/holiday 163 163 0.0% 198 157 -20.7% 181 169 -6.6% 

Education/training 62 73 17.7% 86 75 -12.8% 113 104 -8.0% 

Administrative 153 155 1.3% 229 173 -24.5% 132 200 51.5% 

Non-billable project hours 197 174 -11.7% 187 173 -7.5% 160 212 32.5% 

Total Billable Hours 1,537 1,477 -3.9% 1,415 1,515 7.1% 1,514 1,429 -5.6% 

Á Billable hours on-site 985 813 -17.5% 835 996 19.3% 995 805 -19.1% 

Á Billable hours off-site 552 664 20.3% 581 520 -10.5% 520 624 20.0% 

Total Hours 2,112 2,042 -3.3% 2,116 2,094 -1.0% 2,100 2,114 0.7% 

Source: Service Performance Insight, February 2016 
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Table 105 shows mid-size and large organizations bill almost 1,500 hours (75%) annually ς making them 

generally more productive than their smaller counterparts.  Organizations with over 700 PS employees 

logged less vacation and training time but significantly more administrative and non-billable project 

hours this year.  To offset this lost productivity time, they required more annual work hours from their 

employees than smaller firms. This chart is a good reminder of the economies of scale that larger 

people-based organizations are able to achieve if they are appropriately sized and skilled for the amount 

of work available. 

For embedded service organizations, hardware, SaaS and software PSOs all reported more billable hours 

in 2015 with hardware PSOs reporting the largest increase (3.1%).  Unfortunately, higher billability came 

at the price of vacations for software and hardware PSOs.  Average billable utilization for embedded 

PSOs was 67.5% in 2015 compared to 74% for independents.  The average embedded consultant billed 

1,351 hours compared to independents that billed 1,481. 

Table 106:  Annual Hour Comparison by Embedded Service Organization Type 

Annual Hours 
Software PS SaaS PS Hardware/Network PS 

2014 2015 Change 2014 2015 Change 2014 2015 Change 

Vacation/personal/holiday 209 160 -23.4% 128 155 21.1% 207 146 -29.5% 

Education/training 86 91 5.8% 85 90 5.9% 93 150 61.3% 

Administrative 208 182 -12.5% 215 175 -18.6% 228 346 51.8% 

Non-billable project hours 293 290 -1.0% 367 299 -18.5% 263 127 -51.7% 

Total Billable Hours 1,320 1,336 1.2% 1,313 1,351 2.9% 1,280 1,320 3.1% 

Á Billable hours on-site 716 638 -10.9% 732 323 -55.9% 635 1,013 59.5% 

Á Billable hours off-site 604 698 15.6% 581 1,028 76.9% 645 308 -52.2% 

Total Hours 2,117 2,058 -2.8% 2,107 2,069 -1.8% 2,070 2,089 0.9% 

Source: Service Performance Insight, February 2016 

As shown in Tables 107, 108 and 109, IT consultants billed the most hours (1,521) while other PS billed 

the least (1,132).  Management consultants spend the most time working on-site (993 hours) while SaaS 

PS spends the least (323).  Independents reported an average decrease of 7 billable hours per consultant 

(1,481) compared to (1,488) in 2014 and 1,457 in 2013.   

Table 107:  Annual Hour Comparison by PS Market (IT & Management Consulting, Staffing) 

Annual Hours 
IT Consulting Management Consulting Staffing 

2014 2015 Change 2014 2015 Change 2014 2015 Change 

Vacation/personal/holiday 176 166 -5.7% 145 176 21.4% N/A 214 N/A 

Education/training 66 69 4.5% 52 69 32.7% N/A 116 N/A 

Administrative 143 162 13.3% 217 146 -32.7% N/A 202 N/A 

Non-billable project hours 176 170 -3.4% 190 216 13.7% N/A 94 N/A 

Total Billable Hours 1,513 1,521 0.5% 1,454 1,475 1.4% N/A 1,457 N/A 
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Á Billable hours on-site 948 860 -9.3% 657 993 51.1% N/A 831 N/A 

Á Billable hours off-site 565 662 17.2% 797 481 -39.6% N/A 626 N/A 

Total Hours 2,073 2,088 0.7% 2,058 2,082 1.2% N/A 2,083 N/A 

Source: Service Performance Insight, February 2016 

Table 107 shows IT consultancies average 1,521 hours per consultant compared to 1,454 hours for 

management consultants.  Unfortunately, their high levels of billability are more than offset by their low 

rate structure.  According to the 2015 Global PS Pricing report the average management consulting rate 

is $197/hour while the average IT Consulting rate is only $163/hour for billable consultants. 

Table 108:  Annual Hour Comparison by PS Market (Advertising, Arch./Engr., Other PS) 

Annual Hours 
Advertising Architecture/Engineering Other PS 

2014 2015 Change 2014 2015 Change 2014 2015 Change 

Vacation/personal/holiday 168 141 -16.1% 173 175 1.2% 162 227 40.1% 

Education/training 98 101 3.1% 65 44 -32.3% 69 60 -13.0% 

Administrative 135 202 49.6% 157 138 -12.1% 201 293 45.8% 

Non-billable project hours 196 385 96.4% 201 155 -22.9% 284 270 -4.9% 

Total Billable Hours 1,520 1,192 -21.6% 1,486 1,514 1.9% 1,415 1,132 -20.0% 

Á Billable hours on-site 903 303 -66.4% 822 858 4.4% 747 680 -9.0% 

Á Billable hours off-site 617 889 44.1% 664 656 -1.2% 668 452 -32.3% 

Total Hours 2,117 2,022 -4.5% 2,082 2,025 -2.7% 2,132 1,982 -7.0% 

Source: Service Performance Insight, February 2016 

Table 109:  Annual Hour Comparison by PS Market  

Annual Hours 
Accounting Research & Development Value-added Reseller 

2014 2015 Change 2014 2015 Change 2014 2015 Change 

Vacation/personal/holiday N/A 198  N/A N/A 207  N/A N/A 147  N/A 

Education/training N/A 55  N/A N/A 130  N/A N/A 87  N/A 

Administrative N/A 126  N/A N/A 221  N/A N/A 148  N/A 

Non-billable project hours N/A 294  N/A N/A 110  N/A N/A 242  N/A 

Total Billable Hours N/A 1,373  N/A N/A 1,560  N/A N/A 1,385  N/A 

Á Billable hours on-site N/A 1,218  N/A N/A 1,333  N/A N/A 648  N/A 

Á Billable hours off-site N/A 154  N/A N/A 228  N/A N/A 738  N/A 

Total Hours N/A 2,046  N/A N/A 2,228  N/A N/A 2,008  N/A 

Source: Service Performance Insight, February 2016 

Table 108 shows marketing and communication consultants reported significantly lower billable hours 

this year (1,192) while architects reported slightly more billable hours this year (1,514) than last year. 

Architects and engineers reported the steepest decline in administrative time (-12.1%) and non-billable 

http://www.spiresearch.com/spi-research/reports/2015pspr.html
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time (-22.9%) as business picked up in the construction industry.  There was not enough information 

from the 2014 survey to statistically compare Accountancies, Research & Development Firms and VARs.   

9ƳǇƭƻȅŜŜ [ƻŎŀǘƛƻƴ 

A fascinating topic is the composition and location of employees in the new world of project-based 

work.  This year SPI Research saw an increase in the percentage of the overall PS workforce working 

from headquarters and offshore while the percentage of workers based in branch offices and home 

offices declined slightly.  Over one-quarter of American PS workers work from home while only 11.6% of 

EMEA and 14.6% of APac workers do.  APac reported the sharpest increase in home workers (from 8.4% 

in 2014 to 14.6% in 2015). EMEA has the largest concentration of employees working from a 

headquarters office.  Both the Americas and APAC reported a decline in offshore workers from 2014 to 

2015; declining from 5.7% to 5.6% in the Americas and from 6% to 4.2% in APAC.  EMEA increased its 

reliance on offshore workers moving from 4.8% to 6.3%.  Independents increased their reliance on 

offshore workers from 4.8% to 6% while embedded PSOs decreased their offshore workers from 7.6% to 

5%. Many PS firms are reducing their usage of offshore workers as labor costs and turnover have 

skyrocketed in favored offshore destinations like India. Offshore quality and security concerns are also 

starting to offset labor cost advantages.   

Table 110:  Workforce Location by Organization Type and Geographic Region 

Employee Location 2014 2015 ESO PSO Americas EMEA APac 

Headquarters 50.5% 53.1% 41.6% 57.9% 49.0% 66.1% 45.5% 

Branch offices 20.8% 19.5% 27.0% 16.5% 19.2% 15.9% 35.8% 

Home based 23.2% 21.6% 26.4% 19.7% 26.3% 11.6% 14.6% 

2015 Offshore / Nearshore 5.6% 5.7% 5.0% 6.0% 5.6% 6.3% 4.2% 

2014 Offshore/Nearshore   7.6% 4.8% 5.7% 4.8% 6.0% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Source: Service Performance Insight, February 2016 

Table 111:  Workforce Location by Organization Size 

Employee Location Under 10 10 - 30 31 ð 100 101 - 300 301 - 700 Over 700 

Headquarters 67.9% 56.0% 53.6% 50.9% 36.6% 35.9% 

Branch offices 1.8% 12.6% 19.9% 26.3% 33.1% 35.3% 

Home based 27.6% 26.4% 23.0% 14.5% 20.4% 14.9% 

2015 Offshore / Nearshore 2.7% 5.0% 3.5% 8.3% 9.9% 13.9% 

2014 Offshore/Nearshore 0.0% 1.4% 5.0% 10.8% 7.7% 13.7% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Source: Service Performance Insight, February 2016 

Table 111 shows the use of offshore workers increases with organization size while the percentage of 

home-ōŀǎŜŘ ǿƻǊƪŜǊǎΩ ŘŜŎƭƛƴŜǎΦ  [ŀǊƎŜ ƻǊƎŀƴƛȊŀǘƛƻƴǎ ŀǊŜ ōŜŎƻƳƛƴƎ ƛƴŎǊŜŀǎƛƴƎƭȅ ŎƻƳŦƻǊǘŀōƭŜ ǿƛǘƘ ǾƛǊǘǳŀƭ 
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work teams with less than 40% of their workforces co-located at the headquarters location.  Small 

organizations increased offshore use while midsize organizations decreased offshore use.   

By vertical market, software and managed service providers have the largest percentage of home-based 

workers, closely followed by management consultancies. IT consultancies use the most offshore workers 

while managed service providers use the least.  Many firms are opening onshore managed service, 

hosting and development centers in low cost areas like the Midwest and the South with excellent results 

in terms of costs and quality. Architect and engineering firms still favor centralized, headquarters based 

workstyles while hardware and networking providers invest in branch offices.   

Table 112:  Workforce Location by Service Market Vertical 

Employee Location 
IT 

Consult. 
Software 

Mgmt. 
Consult. 

Arch./ 
Engr. 

SaaS 
Mgd. 
Serv. 

Hard. & 
Netwrk. 

Headquarters 52.8% 35.6% 55.4% 77.2% 52.6% 64.4% 29.5% 

Branch offices 16.9% 27.1% 13.2% 15.8% 27.1% 8.3% 49.0% 

Home based 22.1% 29.9% 24.8% 5.1% 17.8% 25.9% 20.0% 

Off /Nearshore 8.2% 7.4% 6.5% 1.9% 2.6% 1.4% 1.5% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Source: Service Performance Insight, February 2016 

Table 113 shows Research and Development and Accountancies reported the use of no offshore 

workers.  Almost one-third of VAR and Marketing and Advertising employees work from home.   

Table 113:  Workforce Location by Service Market Vertical 

Employee Location R&D VAR Acct. 
Advert. 

(Marcom) 
Staff. Other PS 

Headquarters 41.5% 44.6% 57.8% 49.9% 58.2% 76.4% 

Branch offices 36.4% 22.0% 33.3% 13.1% 19.2% 3.3% 

Home based 22.1% 31.3% 8.9% 31.8% 17.6% 20.3% 

Off /Nearshore 0.0% 2.1% 0.0% 5.2% 5.0% 0.0% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

Source: Service Performance Insight, February 2016 
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9. Service Execution Pillar  

The Service Execution Pillar measures the 

quality, efficiency and repeatability of service 

delivery.  It focuses on the core activities for 

planning, scheduling and delivery of service 

engagements.  Regardless of the maturity of 

every other area of the PSO it will not succeed 

unless it can successfully and profitably deliver 

services, with an emphasis on quality, timeliness 

and customer value.   

The Service Execution pillar is where money is 

made in professional services.  Work must be scoped, bid, sold, delivered and invoiced in order to 

maximize client and project margin.  The alignment of sales, service and finance is critical for success.  

All project-related information (time, expense, project details and knowledge) must be captured in 

order to be invoiced and to improve the next service delivered.   

In an increasingly competitive consulting marketplace, success most often comes down to operational 

excellence ς with visibility and management controls in place to ensure effective resource and project 

management. Done right, gross project margins in excess of 60% are possible.  Done wrong, project 

yields can drop to single digits, or go negative.    

Table 114 highlights the maturity levels in the Service Execution pillar, as the PSO moves from basic 

ǊŜŀŎǘƛǾŜ άŀƭƭ ƘŀƴŘǎ ƻƴ ŘŜŎƪέ ǇǊƻƧŜŎǘ ŘŜƭƛǾŜǊȅ ǘƻ ƎǊŜŀǘŜǊ ŜŦŦƛŎƛŜƴŎȅΣ ǊŜǇŜŀǘŀōƛƭƛǘȅ ŀƴŘ ƘƛƎƘŜǊ ǉǳŀƭƛǘȅ 

service execution.   

Table 114:  Service Execution Performance Pillar Mapped Against Service Maturity 

 
Level 1 
Initiated 

Level 2 
Piloted 

Level 3 
Deployed 

Level 4 
Institutionalized 

Level 5 
Optimized 

S
e

rv
ic

e
 E

x
e

c
u

ti
o

n No scheduling.  
Reactive. Ad hoc.  
Heroic. Scheduling by 
spreadsheet. No 
consistent project 
delivery methods.  No 
project quality controls 
or knowledge 
management. 

Skeleton methodology 
in place. Centralized 
resource mgmt. 
Initiating project mgmt. 
and technical skills. 
Starting to measure 
project satisfaction 
and harvest 
knowledge. 

PSA deployed for resource 
and project management. 
Collaborative portal. Earned 
Value Analysis.  Project 
dashboard.  Global Project 
Management Office, project 
quality reviews and 
measurements.  Effective 
change management.  

Integrated project and 
resource management.  
Effective scheduling. Using 
portfolio management. 
Global PMO.  Global 
project dashboard. Global 
Knowledge Management.  
Global resource 
management. 

Integrated solutions.  
Continual checks and 
balances to assure 
superior utilization and 
bill rates. Complete 
visibility to global 
project quality.  Multi-
disciplinary resource 
management. 

Source:  Service Performance Insight, February 2016 
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Core Service Execution Business Processes 

The power of modern PSA solutions is that they provide workflow, rules, alerts and reporting that mimic 

best practices in business management.  Decades ago services businesses had few viable options as they 

were forced to build their own, or substantially customize manufacturing-oriented applications, to 

handle projects and resources.  Now, PSA solutions provide modules that support essential business 

ǇǊƻŎŜǎǎŜǎΣ ƛƴŎƭǳŘƛƴƎ ǘƘŜ ŎǊƛǘƛŎŀƭ άǉǳƻǘŜ-to-ŎŀǎƘέ ǇǊƻŎŜǎǎ (Figure 52). 

Figure 52:  Primary business processes cross multiple departments 

 
PSA solutions are designed to integrate core business processes across the organization so that each 

department has a clear understanding of their specific goals and measurements and how they ultimately 

ƛƳǇŀŎǘ ǘƘŜ ƻǊƎŀƴƛȊŀǘƛƻƴΩǎ ŀōƛƭƛǘȅ ǘƻ ǎǳŎŎŜŜŘΦ  {ǳŎŎŜǎs can be defined in many terms, such as growth, 

profit, quality, streamlined operations or reduced administration and rework.  Regardless, when 

everyone works with the same set of information and is focused on the critical path to quality 

completion of project-based work, results tend to improve. 

The most important reason why project- and services-based organizations purchase integrated PSA 

solutions is their ability to support and streamline business processes across the entire organization.  

No longer can solutions only provide visibility into specific functions.  Now, as each department adds 

value, the business processes that enable success must be mirrored in the PSA solution.  The following 

sections highlight two of the most critical business processes within project- and services-based 

organizations: 1) quote-to-cash, and 2) resource management.   

vǳƻǘŜπǘƻπŎŀǎƘ ōǳǎƛƴŜǎǎ ǇǊƻŎŜǎǎŜǎ 

Lƴ ǘƻŘŀȅΩǎ ŜŎƻƴƻƳȅΣ ŎŀǎƘ Ŧƭƻǿ ǊǳƭŜǎΦ  9ǾŜǊȅ ƻǊƎŀƴƛȊŀǘƛƻƴ Ƴǳǎǘ ŦƻŎǳǎ ƻƴ ŎŀǎƘ Ŧƭƻǿ ǘƻ maintain a solid 

financial position and maximize profitability and liquidity.  In service-oriented organizations this process 

begins with a client quote and ends once payment is received and the money is in the bank. This macro 

process of converting sales opportunities into paying customers is oŦǘŜƴ ǊŜŦŜǊǊŜŘ ǘƻ ŀǎ άǉǳƻǘŜ-to-ŎŀǎƘΣέ 

and its optimization is essential for financial well-being.   

Figure 53 shows quote-to-cash is a series of interrelated processes supported by client relationship 

management (CRM), PSA and enterprise resource planning (ERP) modules.  To optimize these  
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fundamental business 

processes, executives 

rely on the 

integration of 

essential business 

applications to 

provide visibility, 

transparency and 

control.  Although 

each of these applications are offered on a stand-alone basis, the true power of managing the complete 

quote-to-profit business cycle is best accomplished by integrating best of breed applications together or 

purchasing an integrated suite of applications.  

Changing Client Demand 

Client demand impacts utilization.  PSOs are being asked to demonstrate the value they deliver faster 

and more explicitly.  Each year, clients are less willing to accept time and materials contracts and are 

shifting more risk and greater accountability for success to their suppliers through fixed-price, 

deliverables-based and shared-risk contracts.  This demand increases administrative effort and reduces 

billable hours, as consultants must spend more time in presales, "proof of concepts" and documentation 

to prove the worthiness of their services.   

To ensure projects deliver client value within budget requirements, clients are starting to segment 

projects into shorter and faster phases, which they can monitor more closely, using agile tools and 

earned value analysis.  Clients also demand the ability to cancel at a moment's notice if the project fails 

to fulfill expectations.   

In response, most Professional Service Automation suppliers now provide rich customer and partner 

portals so clients can actively manage and view the status of projects and deliverables.  Partners are 

given access to vendor-supplied portals containing methods, tools, best practices and development 

environments so they too can enhance time-to-value.  Subcontractors have their own resource 

management portal so they can manage their availability, skill profiles and project preferences.  

Strategic Resource Management for PSOs 

Given market growth and an increasing talent shortage, effective resource management has become 

critical as the supply of qualified consultants is outstripped by the demand for services.  Improving and 

maintaining high levels of billable utilization is a constant challenge requiring a delicate balance between 

supply and demand.   

Figure 53:  Quote-to-cash process 
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wŜǎƻǳǊŎŜ aŀƴŀƎŜƳŜƴǘ ōǳǎƛƴŜǎǎ ǇǊƻŎŜǎǎŜǎ 

One of the most important elements of service execution is resource management and scheduling. 

{ŜǊǾƛŎŜ tŜǊŦƻǊƳŀƴŎŜ LƴǎƛƎƘǘ Ƙŀǎ ŘŜǾŜƭƻǇŜŘ ŀ άwŜǎƻǳǊŎŜ aŀƴŀƎŜƳŜƴǘ Maturitȅ aƻŘŜƭέ in Table 1YY: 

æ Sales Pipeline: Integration of the sales project pipeline with resource requirements and 

availability. 

æ Resource Management: The process for scheduling and deploying resources.   Resource 

management can be centralized or decentralized. 

æ Functional Interlock: Alignment between the sales project pipeline, the resource management 

process, the recruiting process, the human resource onboarding and skill development process 

and the resources themselves. 

æ Human Resource Processes: Recruiting, onboarding, ramping, and resource skill development. 

æ Resources: The consultants and contractors available to deliver projects and engagements. 

Table 115:  The Resource Management Maturity Model  

 Level 1 
Initiated 

Level 2 
Piloted 

Level 3 
Deployed 

Level 4 
Institutionalized 

Level 5 
Optimized 

S
e

rv
ic

e
 E

x
e

c
u

ti
o

n No scheduling.  
Reactive. Ad hoc.  
Heroic. Scheduling 
by spreadsheet. No 
consistent project 
delivery methods.  
No project quality 
controls or 
knowledge 
management. 

Skeleton methodology in 
place. Beginning to 
centralize resource mgmt. 
Initiating project mgmt. 
discipline. Starting to 
measure project 
satisfaction and harvest 
knowledge. 

PSA deployed for resource 
and project management. 
Collaborative portal. 
Earned value analysis.  
Project dashboard.  Global 
Project Management 
Office, project quality 
reviews and 
measurements.  Effective 
change management.  

Integrated project and 
resource management.  
Effective scheduling. Using 
portfolio management. 
Global PMO.  Global 
project dashboard. Global 
knowledge management.  
Global resource 
management. 

Integrated solutions.  
Continual checks and 
balances to ensure 
superior utilization and bill 
rates. Complete visibility to 
global project quality.  
Multi-disciplinary resource 
management. 

S
a

le
s
 P

ip
e

lin
e Sales pipeline and 

forecast is 
disconnected from 
scheduling. Reactive 
or no sales resource 
demand forecast or 
plan. 

Standalone CRM and 
resource forecast.  Limited 
visibility into resource 
schedule or available skills. 

CRM and resource 
management applications 
deployed. Sales starts 
forecasting future resource 
and skill requirements by 
engagement.  

Fully integrated CRM and 
Resource management.  
High levels of pipeline 
forecast accuracy.  Ability 
to dynamically and 
automatically map the 
sales forecast to resource 
requirements. 

Optimized and integrated 
CRM and resource 
management.  Sales 
visibility into resource 
availability and skills.  
Strong analytic and query 
tools. 

F
u

n
c
ti
o

n
a

l 

In
te

rl
o

c
k 

Reactive resource 
brokering and 
bartering.  Sales 
picks and commits 
resource ñfavorites.ò 
Time-consuming 
manual scheduling.  

Weekly resource brokering 
meetings to assign 
resources and discuss 
future projects and 
resources requirements.  

Centralized resource 
management function 
handles the majority of 
resource requests and 
schedules. At least manual 
integration between CRM 
and PSA.  

Centralized resource 
management function 
handles resource requests 
and schedules.  Integrated 
with HR for recruiting and 
resource skill development. 

Completely optimized and 
seamless sales -> resource 
management -> recruiting -
> skill and career 
development processes. 

C
o

n
s
u

lt
in

g
 R

e
s
o

u
rc

e
s

 Reactive and ad hoc 
scheduling.  No 
visibility to future 
projects.  No career 
or skill plan.  Broad 
job requirements but 
limited training or 
support.  Firefighting 
leads to consultant 
burnout. 

Project initiation and 
closeout processes.  Some 
visibility into future projects.  
Some ability to plan and 
express project 
preferences. Training 
support to improve skills.   

Central PMO and resource 
management provide 
methodology guidance and 
oversight.  Ability to input 
skill and role preferences.  
Visibility to upcoming 
projects. Reasonable 
notice given for schedule 
changes. Integrated career 
& skill development plans.  

Fully integrated systems 
and tools to support career 
and skill growth.  Self-
service employee portal 
allows employees to 
continually maintain and 
update skills and 
preferences. Visibility to 
preferred assignments.  
Career planning and 
training.  Predictable 
schedule.   

Global, on-site, off-site 
roles.  Ability to view and 
bid on preferred 
assignments.  Employees 
have input to and control 
over their career and skill 
progression.  Specialized 
horizontal, vertical and 
technical roles.  Career 
growth. High employee 
satisfaction. 

Source:  Service Performance Insight, February 2016 
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²ƘƛŎƘ ǊŜǎƻǳǊŎŜ ƳŀƴŀƎŜƳŜƴǘ ǎǘǊŀǘŜƎȅ ƛǎ ōŜǎǘΚ 

To improve utilization, PSOs must improve resource management effectiveness.  As the following chart 

shows, there are pluses and minuses to different resource management strategies.  Green shading 

ƛƴŘƛŎŀǘŜǎ ά.Ŝǎǘ ƛƴ /ƭŀǎǎέ ŀƴŘ ǊŜŘ ǎƘŀŘƛƴƎ ƛƴŘƛŎŀǘŜǎ ά²ƻǊǎǘ ƛƴ Ŏƭŀǎǎέ ōŀǎŜŘ ƻƴ ǊŜǎǇƻƴǎŜǎ ŦǊƻƳ 549 firms. 

This year Center of Excellence resource management delivered the best results while local management 

appears to deliver the worst results.  

Table 116:  Impact ð Resource Management Strategy 

Resource Mgmt. 
Strategy 

Survey 
Percent. 

Annual Revenue 
Growth 

Revenue Per 
Project (k) 

Employee Billable 
Utilization 

On-time 
Delivery 

EBITDA 

Centrally Managed 55.0% 10.8% $212 70.9% 77.0% 15.1% 

Locally Managed 21.1% 9.3% $170 69.1% 73.5% 15.9% 

By Account 8.6% 7.7% $280 70.3% 75.6% 11.8% 

By Horizontal Skill Set 8.2% 9.0% $231 71.5% 77.2% 11.2% 

Center of Excellence 4.8% 12.9% $415 72.9% 75.8% 23.8% 

Other 2.3% 8.5% $423 70.4% 73.2% 35.0% 

Total / Average 100.0% 10.1% $225 70.6% 76.0% 15.6% 

Source: Service Performance Insight, February 2016 

{tLΩǎ research shows there may not be "one magic bullet" resourcing strategy that is clearly superior to 

all others.  The five strategies that follow enable PSOs to manage talent and fulfill client demands.  

Although centralized resource management is the most prevalent strategy, each organization must 

create a resourcing strategy that works best for their business, with the ultimate goal of increasing 

utilization and client and employee satisfaction.    

1. Centrally-managed ς Most resource management pundits favor "centralized" resource 

management. It provides superior management visibility into the entire project backlog and level 

of skills required both today and in the future. Central control may be best for fast-growing 

organizations with large projects but may not produce the highest levels of billable utilization 

because a certain amount of churn and resource and client unhappiness can result from 

impersonal centralized staffing policies.  

2. Local resource management ς Local resource management is the preferred form of resourcing for 

young organizations where the workforce is small enough to foster real esprit de corps, and 

employees wear many hats. Smaller organizations can't afford the overhead of a dedicated 

resource management function, as relationships and roles are fluid, requiring more local control 

and finesse. 

3. By horizontal skill sets ς Managing resources by horizontal skill set is useful for developing best 

practices, repeatable processes and shared knowledge. For example, many firms have project and 

program managers report directly or indirectly to the PMO. By building affinity around "birds of a 

feather," project managers or specialized consultants can more easily share best practices and 
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standardize methodologies, templates, etc. As organizations grow, a horizontal or competency-

based overlay reporting structure can help firms develop repeatable best practices and deep, 

shared expertise while still enjoying the efficiency of centralized management.  

4. Account-based ς Resource management by account may be a good strategy for very large 

accounts where there is a strong backlog of projects, but account-based resourcing can cause big 

issues if account revenue dries up. An example was Electronic Data Systems' (EDS) reliance on 

revenue from General Motors. As the relationship with General Motors soured, and its fortunes 

began to wane, Electronic Data Systems was left holding the bag.  The other drawback to account-

based resourcing is that it narrows consultant range of experience as teams are not exposed to 

different business models and challenges.  

5. Centers of excellence ς The current trend towards vertical Centers of Excellence (COE) was 

pioneered by Accenture over the last decade. The advantage of industry-specific "Centers of 

Excellence" is the development of deep business-domain knowledge. In theory, each Center of 

Excellence acts as a clearinghouse for specialized knowledge, expertise and solutions. Clients and 

prospects delight in seeing a "Vision of the Future" for their unique industry challenges. The 

downside of COE can be excessive overhead, the creation of an ivory tower mentality and the 

inability to learn from emerging new horizontal and vertical trends. Further, use of horizontal skills 

sets and technologies outside the COE can become cumbersome and inefficient.  Centers of 

Excellence are favored for outsourced consulting ς particularly development and managed service 

centers where consultants are collocated to maximize collaboration, design and quality control 

while minimizing cost.  

Figure 54 shows over 55% of respondents manage 

resource management centrally, with locally 

managed resource management coming in second 

at 21%.  It is important to remember professional 

service organizations are based on the unique 

knowledge, skills and personalities of a highly 

motivated and compensated workforce.  So, erring 

too far in making resource management more 

science than art may not always take best 

advantage of hard-to-find experts. Leading firms 

understand the skills required and available, and 

work toward providing additional training to 

improve employee performance, while ensuring 

individual travel and project-types and career 

aspirations are factored in. 

Investment in people, process and systems allows 

these organizations to minimize employee attrition and drive utilization to extremely high levels.  {tLΩǎ 

research shows PSOs that create standard job positions clarify the skills their workers must have.  

Figure 54:  Resource Management Process 

 
Source: Service Performance Insight, February 2016 
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Providing visibility and additional training helps increase both productivity and morale, both of which 

improve organizational performance.  

PSA is Critical for Service Delivery 

Professional Services Automation provides the systems basis for initiation, planning, resource 

management, scheduling, execution, close and control of projects and services.  PSA provides a resource 

and project dashboard including the demand forecast.  It helps manage service delivery by overseeing 

opportunities, staffing, project management, and collaboration.  PSA is typically the system of record for 

resource skills, competencies and preferences with integration to the employee and contractor 

database.  It is used to collect time and expense by project and resource down to the task level so it is 

the system of record for resource utilization and project cost and estimating.  Most PSA applications 

now offer billing modules with some level of revenue recognition by type of billing method ς time and 

materials, work in process or fixed price. They also support accurate time and expense capture.  PSA 

extensions for the construction industry include modules for material costs and procurement.  

/ƻǊŜ ƳƻŘǳƭŜǎ 

PSA vendors segment their products into application modules that emphasize the management of costs, 

clients and resources:   

æ Opportunity Management: The management of client information, sales activities, proposals, 

and contracts to improve sales effectiveness.  Some PSA solutions let a CRM tool handle 

opportunity management; and instead focus on resource demand management and forecasting 

functions based on the opportunities tracked in the CRM application. 

æ Engagement Management: The management and control of the overall set of project 

deliverables. 

æ Resource Management: The management processes associated with resources (people, 

material, equipment, etc.) used during the services delivery lifecycle. 

æ Project Management: The initiation, planning, execution, close and control of projects. 

æ Project Accounting: The tracking of project-related costs to determine budget to actual costs 

and profitability.  

æ Time and Expense Management: The capture and tracking of project-related time and expense 

information. 

æ Invoice Management: The preparation and presentation of invoices based on information 

captured from the time and expense module or from pre-assigned time or project completion 

milestones. 

æ Practice / Management Reporting: Core reports include project dashboards, resource 

management and utilization dashboards, capacity planning and forecasting, project profitability, 

etc. 
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!ŘŘƛǘƛƻƴŀƭ ƳƻŘǳƭŜǎ 

While every PSA solution is unique, some have expanded their capabilities through additional modules.  

Additional modules include: 

æ Social: The ability to easily incorporate social channel information from LinkedIn, Facebook, 

Twitter, etc. along with social collaboration to facilitate knowledge sharing. 

æ Collaboration Management: The management of information used to create effective 

communication and iterative knowledge sharing during the services delivery lifecycle. 

æ Knowledge Management: The centralization of information improves operational efficiency. 

This information can be anything related to the ongoing business and includes information on 

resources, projects, capital and clients. 

æ Revenue Management: PSA solutions provide deferred revenue and work in progress tracking 

and revenue reporting to automate revenue reporting for time and materials, fixed bid, 

milestone-based and term engagements. 

æ Performance Management: The use of information to determine effectiveness and budget to 

actual performance for different aspects of the organization.   

t{! .ŜƴŜŦƛǘǎ  

9ŀŎƘ ȅŜŀǊ {tL wŜǎŜŀǊŎƘΩǎ Professional Services MaturityÊ benchmark quantifies the benefits achieved 

by services organizations with solutions that integrate Client Relationship Management and financial 

processes, Human Capital Management and financial processes, and Professional Services Automation 

and financial processes.  Of course, the systems themselves are only part of a broader firm-wide 

commitment to behavioral change that fosters collaboration and enhanced communication, 

coordination and quality management. 

When it comes to PSA software, project- and services-based organizations now have a range of 

attractive choices ς systems that are designed to support the needs of the always-on, virtual, mobile 

service economy by providing a number of key benefits: 

æ Project revenue and cost data is contained in a central database. 

æ The user interface is consistent across all applications. 

æ Costs and deliverables reside in the same place so productivity can be measured, analyzed and 

improved at the territory, account, project and individual resource level. 

æ Reporting and analytics are embedded within the application, alerting decision-makers to issues 

before they become problems. 

æ A more seamless audit trail to better identify success and failure points.  

æ Enhanced support for global operations with multicurrency, multilingual applications, which 

conform to local regulations and taxes. 

æ Lower administration costs due to fewer manual, error-prone spreadsheets and costly data re-

entry. 

æ One-source of the truth ς real-time information visibility, constantly updated.  

http://www.spiresearch.com/spi-research/reports/2016psmb.html
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There are many more benefits provided by integrated PSA solutions.  It is intuitively obvious that with 

one consistent set of information, decision-makers have the visibility and control they need to improve 

organizational performance.   

¢ƘŜ ŎŀǎŜ ŦƻǊ t{! 

After nearly 20 years of research on the performance of PSOs, the benefits of PSA speak for themselves.  

Service Performance Insight research, provides an example of how PSOs have improved performance in 

all areas when professional services automation has been deployed.  PSA provides the necessary 

visibility to efficiently run projects with fewer overhead resources, resulting in better resource 

management and profit.   

Table 117 shows a few of the most 

critical key performance indicators 

(KPIs) and how adopting a PSA can 

affect them.  While increased 

billable utilization tends to be the 

primary measurement, there are 

many other metrics positively 

impacted by these applications.   

PSOs can manage the business 

with lower administrative 

overhead and deliver more 

projects on time, driving better 

financial performance.  The 

bottom line is that organizations that use a PSA solution grow faster, are much more profitable, and 

simply operate far more efficiently.  

{ŜǊǾƛŎŜ tŜǊŦƻǊƳŀƴŎŜ LƴǎƛƎƘǘΩǎ ǊŜǎŜŀǊŎƘ ƛƴǘƻ t{! ŀƭǎƻ ƘƛƎƘƭƛƎƘǘǎ Ƴŀƴȅ ǉǳŀƭƛǘŀǘƛǾŜ ōŜƴŜŦƛǘǎΣ ǎƻƳŜ ƻŦ ǿƘƛŎƘ 

include:   

æ Improved time and expense processing æ Improved communication and collaboration 

æ Improved management effectiveness æ Improved client satisfaction 

æ Increased resource utilization æ Improved resource investments 

æ Improved forecasting capabilities æ Reduced revenue leakage   

æ Improved project effectiveness æ Reduced total administration costs 

Survey Results 

The following section reviews and analyzes 2016 PS aŀǘǳǊƛǘȅϰ benchmark results from 549 participating 

professional services organizations.  In this section SPI Research analyzes 14 Service Execution KPIs that 

are critical to attaining superior service delivery performance.    

Table 117:  PSA offers significant benefits  

Key Performance Indicator (KPI)  
PSA 
Used 

No PSA  
Used 

Ʒ 

Employee billable utilization 71.3% 67.3% 6% 

Year-over-year change in PS revenue 11.2% 6.3% 78% 

Concurrent projects managed by PM 5.94  5.23  14% 

Projects delivered on-time 76.4% 74.3% 3% 

Use a standardized delivery methodology 65.3% 61.5% 6% 

Annual revenue per billable consultant (k) $199  $191  4% 

Profit (EBITDA) 15.9% 12.8% 25% 
 

Source: Service Performance Insight, February 2016 
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Table 118 shows Service Execution trends for the last five years.  Several positive trends include: more 

projects concurrently managed by a project manager (lowering the overall cost of project management); 

ƭŀǊƎŜǊ ŀƴŘ ƭƻƴƎŜǊ ǇǊƻƧŜŎǘǎ όƛƳǇǊƻǾƛƴƎ ŦƛǊƳΩǎ ŀōƛƭƛǘȅ ǘƻ ŦƻǊŜŎŀǎǘ ŘŜƳŀƴŘύΦ !ŎǊƻǎǎ ǘƘŜ ǎǳōƧŜŎǘƛǾŜ 

dimensions of effectiveness of resource management; estimating; change control; project quality and 

knowledge management processes all improved.  However, several negative trends have emerged. 

Based on a skills shortage, it is taking longer to staff projects; this is probably a contributing factor to 

fewer projects being delivered on-time with significantly greater project overruns.  Sadly, the use of 

standardized delivery methods and tools which could mitigate project delivery problems has declined.  

Table 118:  Service Execution Pillar 5-year trend 

Key Performance Indicator (KPI)  2011 2012 2013 2014 2015 

Average project staffing time (days) 12.64  12.48  9.48  9.41  10.40  

Concurrent projects managed by PM 4.18  5.30  5.16  4.23  5.77  

Average project staff (people) 3.96  3.73  3.76  4.85  4.70  

Average project duration (months) 5.17  5.31  5.15  5.57  6.21  

Projects delivered on-time 76.5% 78.6% 77.3% 78.3% 76.1% 

Projects canceled 2.1% 3.7% 1.9% 1.7% 2.6% 

Average project overrun 8.3% 9.2% 8.5% 8.9% 10.0% 

A standardized delivery methodology is used 66.6% 63.6% 65.1% 66.2% 64.6% 

Effectiveness of resource management process 3.47  3.53  3.47  3.59  3.60  

Effectiveness of estimating processes and reviews 3.59  3.44  3.49  3.37  3.55  

Effectiveness of change control processes 3.38  3.39  3.36  3.26  3.44  

Effectiveness of project quality processes 3.43  3.45  3.38  3.36  3.58  

Effectiveness of knowledge management processes 3.04  2.95  3.04  3.01  3.36  

Source: Service Performance Insight, February 2016 

Table 119 shows little difference in the average project staffing times between embedded and 

independent service organizations, with most organizations requiring two working weeks to commence 

project initiation.  Each year the number of projects managed per project manager has inched up from 

4.18 in 2011 to 5.77 in 2015Φ  ¢ƻŘŀȅΩǎ ǇǊƻƧŜŎǘ ƳŀƴŀƎŜǊǎ ǊŜŎŜƛǾŜ ƳƻǊŜ ǘǊŀƛƴƛƴƎ ŀƴŘ taLκtat ŎŜǊǘƛŦƛŎŀǘƛƻƴ 

than ever before. At the same time, the nature of projects is shifting towards more configuration, user 

interfaces and report design away from the complex, custom mega projects of the past making them 

somewhat easier to manage and keep within scope.  A host of accelerators, configuration, project and 

knowledge management tools have come to market to enhance knowledge sharing and collaboration 

while facilitating more natural oversight, guidance and real-time quality reviews to mitigate risks.  
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Table 119:  Service Execution KPIs by Organization Type and Geographic Region 

Key Performance Indicator (KPI) 2011 2015 ESO PSO Americas EMEA APac 

Average project staffing time (days) 12.64  10.40  11.13  10.05  10.46  10.00  11.29  

Concurrent projects managed by PM 4.18  5.77  6.59  5.39  6.28  4.67  4.82  

Average project staff (people) 3.96  4.70  4.64  4.73  4.89  4.19  4.72  

Average project duration (months) 5.17  6.21  5.59  6.50  6.22  6.45  5.20  

Projects delivered on-time 76.5% 76.1% 72.0% 78.0% 76.2% 75.6% 77.0% 

Projects canceled 2.1% 2.6% 2.4% 2.7% 2.6% 2.7% 2.2% 

Average project overrun 8.3% 10.0% 11.2% 9.5% 10.0% 10.2% 9.2% 

Use of a standardized delivery meth.   66.6% 64.6% 65.4% 64.2% 65.7% 61.1% 66.6% 

Effect. of resource management 3.47  3.60  3.55  3.62  3.60  3.57  3.69  

Effect. of estimating and reviews 3.59  3.55  3.52  3.56  3.58  3.42  3.71  

Effect. of change control  3.38  3.44  3.45  3.44  3.45  3.38  3.60  

Effect. of project quality  N/A 3.58  3.41  3.66  3.58  3.51  3.83  

Effect. of knowledge management  N/A 3.36  3.30  3.39  3.37  3.32  3.47  

Source: Service Performance Insight, February 2016 

Across all types of organizations and geographies the average project staff is 4.7 people. As shown in 

Figure 55 project staff size has been inching up since the recession, growing from 3.96 in 2011 to 4.7 in 

2015.  Project duration has likewise been growing from 5.17 months in 2011 to 6.21 months in 2015. 

With economic recovery, project sizes are growing as companies have more time and money to spend 

on improving their businesses.  In the past five years the average project has grown from 20.5 man 

months to 29.2 man months, representing 42% growth.  Quite significant! 

Unfortunately, while improvements have 

been made in the number of projects 

concurrently managed by a project 

manager and project staff size and 

duration have increased, almost no 

improvements have been reported in the 

number of projects delivered on-time.  

This is an important metric which 

depends on a host of other processes such 

as accurate estimates, clear 

requirements, great client communication 

and scope control. But the sad reality 

exists, in 2011 76.5% of projects were 

delivered on-time while only 76.1% were 

delivered on-time in 2015.   ESOs do a 

poorer job of on-time project delivery due 

Figure 55:  Project Duration (man-months) 5-year trend 

 

Source: Service Performance Insight, February 2016 
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in large part to their role of ensuring client adoption.  When faced with product problems, the PS team 

must continue to trudge on, often at no charge to ensure the client receives a useful solution.   

Figure 56:  Standardized Delivery Methodology use mapped against On-time Delivery 5-year trend 

 
Source: Service Performance Insight, February 2016 

Unfortunately, over the same five-year time horizon, the magnitude of project overruns has increased 

substantially from 8.3% in 2011 to 10% in 2015.  The sad fact is the one thing that could improve on-

time project delivery and reduce project overruns is not being used.  The use of standardized service 

delivery methods has actually declined from 66.6% of all projects in 2011 to only 64.6% in 2015. Very 

disappointing at a time when the PS industry is undergoing tremendous growth and gaining stature and 

global visibility.  Just think of the myriad news headlines heralding poor project management and 

ineffective service delivery processes ς ƳƛƴŜ ŜȄǇƭƻǎƛƻƴǎΣ Ǝŀǎ ƭƛƴŜ ƭŜŀƪǎΣ ƻƛƭ ǎǇƛƭƭǎΧΦ !ƭƭ ƻŦ ǿƘƛŎƘ ŎƻǳƭŘ 

have been prevented with quality service delivery processes and reviews!  Areas of improvement in 

service execution have been in resource management, estimating, change control, quality and 

knowledge management processes.  

Table 120 shows the differences in service execution metrics by size of organization.  The smallest 

organizations do the best job of on-time project delivery.  The largest organizations gave themselves the 

best marks for estimating, change control, project quality and knowledge management.  They certainly 

need these processes as they manage the largest, most risk intense projects.  

Table 120:  Service Execution KPIs by Organization Size  

Key Performance Indicator (KPI) Under 10 10 - 30 31 ð 100 101 - 300 301 - 700 Over 700 

Average project staffing time (days) 7.98  8.10  9.98  12.02  10.65  12.84  

Concurrent projects managed by PM 6.33  5.79  5.52  5.89  5.17  6.12  

Average project staff (people) 2.65  3.35  4.09  5.46  5.86  6.98  

Average project duration (months) 5.61  5.59  5.94  6.75  6.15  7.10  


























































































































