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There are many
dynamics to these
businesses that

change daily.

° The phenomenon of chasing growth at the

The Ill“Slon expense of profit margin can happen in any
business, but this is nowhere more true than in

Of Success a professional or creatives services business. In
helping hundreds of companies become higher

performers, we've seen this particular struggle
over and over again. And it is unnecessary.

So, why does it happen?

” Creative and professional services, or

v organizations that deliver fee-based work

to clients, are incredibly complex to manage,

_ ) | B especially through growth. There are many
dynamics to these businesses that change daily.
Exacerbating the challenge is that most are
operating from a host of disparate systems, so

$ key data points about their people, projects, and

financial performance live in silos, and must be
|| brought together at some frequency to gain
insight into the levers and measures that impact
the business.
il M
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SERVICES BUSINESSES ENCOUNTER THREE COMMON CHALLENGES AS A RESULT:

Difficulty forecasting
revenue.

In the past, clients would sign
contracts forlong-term, assured
engagements,
lasting years, making revenue
forecasts somewhat easy. Today,
projects are much shorter term,
and rapid. Clients evaluate
budgets and project success
metrics much more frequently,
creating more uncertainty for
providers. These realities have
made it much more difficult for

sometimes

services providers to accurately
forecast future revenue.

Uncertainty in resource
planning against
demand.

Services businesses need to be
extremely agile in allocating
the right resources in the right
places to maximize profitability.
Too many people on the bench
can drive down profit margins,
and having too few people
available limits what can be
taken on. And, keeping track
of the utilization of dozens,
hundreds, and sometimes
thousands of resources, in real-
time, is daunting.

Lack of real-time
visibility into project
profitability.

There is very little room for error
when making decisions in real-
time during the project lifecycle.
Miscommunication and scope
creep can reduce your profit
margins before you realize
what even happened. Waiting a
month for a profitability report
from your finance team can be
devastating to your margins.
This lack of real-time visibility
could be enhanced with the
proper success metrics.
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Services firms have a profound need for business
intelligence (BI) to make sense of vast information
in order to make profitable decisions. Without
this clarity, success is just an illusion. Yes, you've
been busy. Yes, you've served clients. But you
could be less busy and serve more clients — and
be more profitable.

So howdo you move from busy to breakthroughs?

The following ebook will discuss the five most
critical metrics that every services business
needs to have readily available, and how to
calculate them, so you can turn your data into
decisions. The five most critical metrics can be
understood as: Project Margin, Planned and
Actual Utilization Rates, Billable Performance to
Target, Total Availability by Month, and finally,
Supply vs. Demand.

The five most critical metrics
can be understood as:

Project Margin

Planned and Actual
Utilization Rates

Billable Performance
to Target

Total Availability by Month

Supply vs. Demand

IN THE NEXT SECTION

We will discuss one of the most ‘

critical metrics for any business
with billable workers — project
margin at completion.
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Project Margin

It's insufficient to know
the profitability of your
department, practice area, or
office. The best run services
companies manage every
project as a distinct Profit
and Loss statement (P&L).
P&Ls provide details about a
project's revenues, costs and
expenses, revealing the ability
of each project to generate
profit for the company. When
you have this level of insight
into every single project, you
can predict outcomes that
will positively impact your
business. For example, you can
see what projects regularly
meet or exceed margin
targets, as well as which ones
are routinely unprofitable.

One truth in client services is
that your project scope will
change during execution.
It's relatively easy to plan
to deliver great margins,
it's much more difficult to
manage this inevitable change
in a way that allows you to
remain profitable, as you had
planned, at completion.

To understand project margins,
you will need to track the
current cost of the project and
then add in any scheduled cost
in the future to get a predictive
Estimate at Complete (EAC)
margin percentage.

With this information you can
view the P&L of a specific
project, then roll projects by
any dimension to discover
trends.

Decisions to be made:

This metricis critical to help you
stay on top of project margins
while there's still time to make
adjustments to hit your margin
targets. With insights into
project margin at completion,
You will be able to determine
if moving resources around
or modifying project scope
would allow you to increase
margins at completion.

Information Required:

- Fixed Fee Revenue +
Time & Materials Revenue:
The financials set aside for
project delivery.

- Non-Billable Expense: When
a resource is doing work that
cannot be billed to a client
(i.e. administrative duties).

+ Resource cost rate x hours
logged: Cost of given
resource x hours worked.
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A LOOK INSIDE

Here is an example of a Mavenlink Insights report calculating Project Margins at Completion. For this
Fixed Fee project for ABC Healthcare, it appears from cost accumulated to date as well as projected
costs for scheduled resources going forward, that the project will end up with $174,100 of cost
versus the $400,000 budget we will be invoicing the client. The result is a projected Estimate-
at-Completion Margin of 56.5%.

Margin & Cost  ~ *UnsavedView ~ @ @O & £
TaM Fixed Fee R Schedule Method % Compl Methad Project Budget Method
Project Margin at Completion (Project Budget Method) (1)
CURRENCY PROJECT GROUP/CLIENT PROJECT PROJECT STATUS GOLOR PROJECT STATUS
usD - All - ABC Healthcare: 20... All - All -
DATE DIMENSION (SHARED DATE) FIXED FEE? = TRUE ARCHIVED?
Dec 2016 - Jul 2017 - All - false -

Fee and Cost Burn Against Budget: Project Level

450,000

400,000

350,000

300,000

250,000

Cost Projected: 174,100.00

200,000 Month/Year: Jun 2017
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B Project Budget [l Fees to Date Cost to Date B Cost Projected [l Fees Projected

IN THE NEXT SECTION

Let's discuss how to track

resource utilization (both planned
and actual) against targets.
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Planned and Actual
Utilization Percentage

Project profit is only one part of the story.
Companies can have profitable projects, and yet
still lose money. This is typically from having too
few employees working on revenue-creating
projects. This can stem from over-hiring, poor
resource staffing, low productivity, or a host of
other people management shortfalls. This leads
to what we refer to as "margin leakage.”

You can mitigate this is by managing planned
and actual utilization rates. Planned utilization
measures the time your resources spend working
that can be billed to a client. Actual utilization,
then, is a view into how much work a particular
resource has scheduled, both in the past and
future. What's important about this specific report
is that it highlights the relationship between an
individual's actuals and scheduled hours compared
to predefined organization and personal targets
that are necessary to achieve to improve or meet
overall company profitability goals.

This metric is helpful for you to know where
you land month-over-month — are resources
hitting scheduled targets, and if not, you can
dig into what happened. You can also use this
data in aggregate to see where improvements
need to be made, for example you are running
at 62% utilization, but target is at 65%, so you
are 3% under. It is typically leveraged to assess
the utilization of a specific person, month, or
practice area, and you should have various filters
so you can drill down where needed.

Decisions to be made:

If there is no variance between actuals and
scheduled, you are properly scheduling resources
across projects and each person is at maximum
utilization. When you discover a variance, you
should move resources around to maximize time
spent on billable work. If you are consistently
seeing actuals over scheduled, it means you
are not properly scoping projects. Furthermore,
viewing utilization performance on a month-
over-month basis should be used to make hiring,
staffing, and overall personnel usage decisions.

Information Required:

- Billable Actual Hours: Billable hours
logged up to the day of reporting.

+ Scheduled Billable Hours: Hours that a
resource has been scheduled in the past,

present, and future.

- Utilization Targets: U
User-specific goals set

by the organization for

maximum financial gain. S

+ Resource Work Weeks:

Actual billable potential $

for a resource based
on their work week

Al AN\

(ie: 10 versus 50 hours). ﬂ
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A LOOK INSIDE

Here is an example of a Mavenlink Insights report that calculates Actual Billable Utilization versus
Scheduled Billable Utilization. While we clearly had a fall-off in Billable Utilization during the holidays,
it appears we've exceeded our Targets for January through March, though our Actual Billable time
also exceeded what we'd Scheduled. Going forward, it appears May and June Scheduled Utilization
is under target, or Project and Resource Managers have yet to update Project Resource Schedules.
Perhaps, recently sold work is yet to be scheduled out to it's fullest.

Utilization |~ *UnsavedView ~ @ @ &= %
Billable Utilization Billable by Week PTD Performance All Actual Hours Breakdown All Hours Compare Outlook by Week Actual vs. Scheduled
B| ”a ble Actua I da nd SC hedu | ed Ut I | ization Hours are those Scheduled on Billable Tasks. Actuals are limited to time entries

up to Today' only.
Note: Only users with a Billability Target > 0 are included in Utilization Reporting!

Billable Hours are used as defined thru tasks or overridden. Scheduled Billable 0

DATE DIMENSION (SHARED DATE) MANAGER NAME ROLE USER SKILL NAME USER ID

Sep 2016 - Jun 2017 - All - All - All - All -
PROJECT GROUP/CUENT PROJECT APPROVED

All - All - All -

Billable Hours-
Billable Utilization Totals for Period Out of Bounds Hours .
Non Billable User

67.54% 62.94% 60.87% Oh 128h  16h 16 S

Billable by Month Compares actual vs. scheduled utilization for past periods and displays scheduled utilization via resource

schedules in future periods. Note: The ‘Current Month' will show Actual-to-Date Utilization however the
Scheduled Utllization will represent the Total Current Month including Future Dates.

78%
52%
4%
<
26%
0%
o =) ] ° A A A A A A
o) & ) ol 2 o & ol
) e ) o i« 4 Y o
e o & Qe.“ 3 « <@ Ry 20 ad
B Utilization %: Actual Billable To Date [net PTO] [l Utilization %: Scheduled on Billable Tasks Utilization %: Aggregate Target Weighted

IN THE NEXT SECTION

We will introduce a second report that provides a
more cumulative view of billable hours and how the

team is tracking against targets on an annual basis.
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Billable Performance to Target

While utilization percentages
are a key management metric,
from a group or employee
performance standpoint, the
top performing companies
watch individuals’ billable
performance to  target.
Typically assessed on an
annual or semi-annual basis, it's
important to watch trends from
actual time spent on revenue
producing projects, combined
with the cumulative projection
of future scheduled time on the
same. As a result, you can see
whether the person or group is
likely to achieve their end-of-
period goals.

This report is

focused on the raw

hours rather than
percentages.

To see if your resources are on
pace to achieve their target
billable hours for a given time
period, you need metrics that
display actual and scheduled
billable hours relative to target
billable hours. As opposed to
the billable utilization report
mentioned previously, this
report is focused on the raw
hours rather than percentages.
With this report, you also have
a view into the future to see
if resources are on track to
hit their targets or if they are
falling behind, and can make
key decisions to correct issues.

Decisions to be made:

If the reporting indicates that
an individual is not on track
to hit targets, the types of
questions to ask include: 1) Are
they accurately tracking their
time (impacting their projected
time), 2) Does this person have
demand for their work, 3)
Are they working on enough
revenue generating work versus
promotional projects, and 4) Is
there need for counseling on
work performance.

Information Required:

- Billable Actual Hours:
Billable hours logged up to
the day of reporting.

+ Scheduled Billable Hours:
Hours scheduled to a resource
(past, present, future).

- Target Hours: The percentage
of time that a resource is
expected to be billable.

- Resource Work Weeks:
Actual billable potential for a
resource based on their work
week (ie: 10 versus 50 hours).
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A LOOK INSIDE

In this example Mavenlink Insights report, we are assessing Kevin's potential to meet his annual
Billable Target of hours. It appears his Actual Billable Performance started slowly and was under
target. That has picked up in recent months, and combined with Kevin's project schedules over the
next 2 months, it appears Kevin will exceed his annual target of 1,016 Billable Hours by 120 at end of
fiscal year.

Utilization -~ *UnsavedView » @ @ &
Billable Utilization Billable by Week PTD Performance All Actual Hours Breakdown All Hours Compare Outlock by Week Actual vs. Scheduled

. Displays Actual and Scheduled Billable hours relative to Targets by User and Aggregated. Target
B| ”ab | e Pe rfO rmance tO Ta rget hours is a Users Workweek Calendar times their Billability Percent. While intended to be a Year-to- o

Date view, using the date filter allows for cumulative performance over any specified period

DATE DIMENSION [SHARED DATE) MANAGER NAME ROLE USER SKILL NAME USER ID
Jul 2016 - Jun 2017 - All - All - All - Kevin Ramsey -
PROJECT APPROVED
All - All -
Running Summary by Month Displays whether a person/group are likely to achieve their Target of Billable Hours for the Year. Graphs Actual Billable Hours to

date and Projects Scheduled hours on Billable Tasks. Target Billable Hours runnning summary is provided for comparison

1,200 1,136
1900
-
900 -
600
300
,

Jul 2018 Aug 2016 Sep 2016  Oct 2018 Nov 2016 Dec 2016 Jan2017 Feb2017 Mar2017  Apr2017 May 2017 Jun 2017
Month/Year (Shared Date)

Target Billability B Billable Hours B Billable Scheduled B Billable Hours (Linear)

IN THE NEXT SECTION

We will explain how to manage the constant

struggle between projects and resource
availability in the services industry.
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Total Availability by Month

In services, thereisa constant struggle to manage
supply vs demand. A few questions to consider:
Do you have the number of resources required to
complete your work, and for those organizations
looking to grow and scale the business, can you
successfully handle taking on more work? Thus,
another key metric your services business needs
highlights availability against project demand.

To understand remaining availability, calculate
billable planned, estimated, and scheduled
hours against total capacity. It is imperative to
have visibility into both planned and scheduled
availability to have an accurate forecast of who
is actually free to take on work. In this case,
scheduled time is assumed as hard allocated
(locked in and unlikely to change), and planned
time is assumed as soft allocated (original plan
and possible to change). Availability of resources
is a fluid and imprecise metric, so through the
analysis of both hard allocated resources and soft
allocated resources, you can see the potential
availability versus the truly unavailable people.

Decisions to be made:

This information will help you understand if you
have enough resources to take on new work.
If a certain role, skill, or resource is constantly
not available, consider hiring new individuals.
If a certain role, skill, or resource is consistently
available, make swift moves to assign them to
billable work, or restructure the team.

Information Required:

- Total Monthly Availability: Available hours
for a given resource over a month's period.

« Planned Availability: When a resource is
unofficially put on a task, project, or client,
the details are likely to change, and the
resource will likely be shifted until the
project scope is finalized.

- Scheduled Availability: When a resource is
officially put on a task, project, or client, the
details are set in stone and the project is
ready to be started. These resources are
officially unavailable for any other work.
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A LOOK INSIDE

In this example Mavenlink Insights report we are looking at resource availability for the duration of
March through August. It appears the organization has an aggregate availability (or capacity left to
use) of between 48% and 59%, depending how much of the Planned Resources needed are converted
into Project Resource Schedules (Hard). Specifically, if we are looking for Engineers, the availability is
around the mid 30's%, and we will want to drill into detail to see who's available.

Resourcing  ~ *UnsavedView» @ © & #
Billable Capacity Total ly ilabilif Weekly Availabili Daily Schedul Staffing Exceptions
Total Availability by Month (1]
DATE DIMENSION (SHARED DATE} MANAGER NAME ROLE USER SHILL NAME USER ID
Mar 2017 - Aug 2017  ~ All - All - All - All -

Compares all Planned, Estimated, and Scheduled Hours against total capacity to show remaining
availability. Total capacity is calculated as Bhr/workday unless otherwise denoted in a user's

workwesk 48% 59%

By Role Summary By Month
Role Plan % Sch. % 2.800.00
Client Account Man

Engineer

Lead Designer m

Project Manager m 2,100.00
Specialist

Sub-Contractor

Technology Speciall

1,400.00
700.00
0.00
Mar 2017 Apr2017 May 2017 Jun 2017 Jul 2017 Aug 2017
Month/Year
Capacity (Potential Hours) [l Planned Hours B Scheduled Hours

IN THE NEXT SECTION

We will introduce the concept of supply and demand,

and how reporting can enable you have the right
resources ready for the right projects, at any time.

The Five Most Critical Project Metrics = 13



Supply vs. Demand

One of the greatest sources of
profit loss at services companies
is failing to recognize when
resources are available to
work. If the amount of hours
on a project is left unassigned,
you will lose money until you
fill staffing gaps. You need a
dashboard for your business
that helps you understand
what is needed to complete a
project, and what resources can
finish it.

This supply and demand metric
should display planned and
scheduled availability versus
remaining hours needed
per projects. With this view,

you will get a breakdown of
available resources and new
or active projects, as well as
the project's estimated versus
planned and scheduled hours
to date. It is intended to be
used by Resource Managers
and other roles responsible for
staffing projects, and shows
what projects still require
billable hours for completion
so they can proactively move
around resources to meet
shifting demand. This is
critical for forward-thinking
companies as it allows teams
to plan ahead for resource
demand and properly forecast
required resource needs.

Decisions to be made:

Thisreportis all about efficient
staffing to improve utilization
and successful project delivery.
With this information you can
determine what is needed to
finish a project, and who you
can use to finish it.

Information Required:

« Planned Hours: When
a resource is officially
assigned to a task, also
referred to as hard
allocation.

Scheduled Hours: When
a resource is placed on

a task but can still be
moved around. Also
referred to as soft
allocation.

- Task Estimated Hours:
The estimated hours
required to complete the
given task with given
resources.
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A LOOK INSIDE

Here is an example of a Mavenlink Insights report calculating Total Availability. There are several
projects with Remaining Estimated Hours that have either yet to be assigned a resource, or remain
‘under-assigned’ with resources in order to get the estimated work done. We can now look to the
Planned Availability to see who might have capacity to fulfill those needs.

Resourcing | ~ Default View v @ & &

Billable Capacity Total Monthly il lity Weekly ility Daily Staffing Exceptions

Staffing & Resourcing Request

ESOURCE POOL RESOURCE REQUEST

DATE DIMENSION (SHARED DATE) PROJECT GROUP PROJECT COLOR STATUS PROUECT MESSAGE STATUS PROJECT

Mar 8 2017 - Jun 7 2017 - All hd All hd All - All -
MANAGER NAME ROLE PROJECT BILLABLE DEFAULT PROJECT FIXEDVTEM DEFAULT PROUECT LEAD PROUJECT CLIENT NAME

All hd All - All - All hd All - All -
LISER SKILL NAME USERID TASK STATUS TAG NAME TASK NAME BILLABLE TASK ?

All - All - All - All - All - All -
Planned Availability Remaining Estimated Hours to Plan ASK ES
User Id Hrs Plan % Project Unassigned Assigned  UserEst. Planned Remain
Arthur Hopper 33dn ABC Healthcare: 2017 Cost Savings Initia: 2,200n 2,636n -436h
Cost Savings Specialist | 104h ABC Healthcare: Cost Savings Program 580h 40h [el] -116h
Danlel White 260h m Ar Business O 500h 940h 920n -420h
David Fox 3120 Ang Business Op Qz 1,000n 4160 sean [IEJ
Jacob Brown 318h Baseline Industries 1,760n  1,760h NIA 17600 K0
Kevin Ramsey 104h Encore Technologles 1.760h 1.655h 1.2590 501h
Linda Parker 334h Garden Technologies: Support 132h 20h 204h -52h
Noah Wilson 2om [ | HignPoint systems 20000 1442n  1,608h 294n
Program Manager Place 520h HoneyCrisp: 2017 Maintenance and Supp 880h 660h 808h 732h n
Raj Rangan 5%h Hughes and Assocates: Product X Develc 136h 504h -368h
Sarah Harris 12h Lusso Design: Technology Upgrade 824h 8h 6800 144h
Susan Eberhardt 104h Mega-Media 2016 Assessment and Resta 272h MN/A 272h n
Thomas Temp 170h m ShowFiims Production: Effects Prototypir 300h 352h -52h
Valerie Hughes 29h Zalarlan: Proposal for Balanced Scorecar 30h 68h -38h
Wes T. Ender 293h Zap Automotive: Network Energy Distribu 220h 1,528h -1,308h
Rollup 3,181h m Sum 2,012h 11,262h 5,845h 11,677h 1,887h

IN THE NEXT SECTION

We will discuss the value of metrics,

and how to leverage them to move

your business forward.

The Five Most Critical Project Metrics = 15



Turn Data into Decisions

As the Service Level Economy continues to drive
more demand for the services sector, it has
become imperative for organizations to invest in
a robust Bl tool. Real time reporting allows you to
keep a finger on the pulse of the business through
real intelligence, enabling services firms to make
swifter, more informed decisions when reaching
for goals. No longer are you stuck with the news
of a failed project after it has been closed. Instead,
allow your reporting tool to feed you the data
necessary to react to project or resource changes
as they arise. This way, you are making shifts
to impact profitability in real time. With proper
business intelligence, no longer do services teams
meet goals, they actually exceed them.

Allow your reporting tool to feed you
the data necessary to react to project or
resource changes as they arise.

Final Tips to Get the Most Value
From Your Metrics:

« Make sure your data and Bl is as close
to real-time as possible. If you need to
wait until the end of month billing cycle to
review key metrics, it is too late. You need
access to the information at a point when
you can make swift decisions.

« Make metrics easy to understand a first
glance. For example, color coding in graphics
allows managers to quickly get a pulse —
green indicates everything is on track,
whereas might indicate it is at risk.

- Make the data and reports available
to any individuals who took part in
the project. Individuals should have access
to their utilization reports, for example.
Empower them with the information they
need to affect their performance.

- If you spend all of your time gathering
the data, then you aren't spending
enough time analyzing it. You need
to have a Bl tool that can get you the
information you need as opposed to
having to manually export information
into spreadsheets.
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“The reports are
incredibly accurate

and insightful. You’ve
got access to all the

key metrics right there,
unlike Clarizen, which is
all over the shop.”

TIM PULLEN
CEO, Cloudtech

XA

Mavenlink Insights

ENTERPRISE-GRADE BUSINESS INTELLIGENCE

Mavenlink Insights is enterprise-grade Bl that puts comprehensive,
real-time project analytics within reach so you can get the
information you need to get the results you want. Designed by a
team of professional services experts, with Insights you can gain
control over margins, improve resource utilization, and better
forecast revenue and costs.

Benefits of Mavenlink:

+ Get the visibility you need to make swift, informed decisions
with interactive business intelligence reports and a powerful
custom reporting engine.

+ Quickly answer complex business questions that were
previously impossible (or very labor intensive) to resolve.

- Get the information you need to make informed decisions
about your people, projects, and profits.

- Take action where and when it's needed to improve the
profitability of your business.

Key Features

+ 40 expert-built reports automatically answer key questions —
and predict future outcomes — impacting profitability,
utilization, and project success.

« Tailor Insights to answer your most unique and complex
business issues with an interactive ad hoc reporting engine.

+ Clone and modify existing reports, or build your own
from scratch.

Get your free demo at www.Mavenlink.com.
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