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Mind shift: A focus on
efliciency over growth

As professional services organizationsride a surge indemand to help companies
accelerate digital transformation and cloud migrations, we're witnessing an overhaul
of theindustry. Simply put, the nature of services work has changed permanently, with
virtual consulting delivery becoming the accepted norm. Whether they are delivering
projects on-site or off-site, the best services businesses are disciplined about
addressinginternal weaknesses that threatenrevenue recognition and profitability.
Inuncertaineconomic times, suchrigoris notonly smart - it’'s essential. Akey to
growing evenin the most disruptive of timesis optimizing internal efficiencies. Afterall,
significantinefficiencies are costly and prevent growth while also negatively impacting

the customer experience. One of the most commoninefficienciesisrevenue leakage.
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Time is money, inefficiency is expensive

If an organizationis not actively looking forrevenue leakage, it can go unnoticed
indefinitely. Formally defined, revenue leakage is the difference betweenrevenue sold
andrevenue recognized. Inreality, revenue leakage can existin every stage of the

customerlifecycle.

Revenue leakageis also abarometerforoverall operational efficiency. According to
arecent Professional Services Maturity™ Benchmark from SPIResearch, professional
services organizations experiencing higherlevels of revenue leakage reported

lower utilization, poorer on-time project delivery, more project overruns and lower
EBITDA. Thisisincontrast to organizations that capture all hours, expenses, and billing
accurately. According to the benchmark, these organizations realized the lowest
revenue leakageinfive years.

Organizations commonly see 5% gaps betweenrevenue sold and revenue earned. For
some professional services organizations, this could represent upwards of $5 millionin
leaked revenue peryear. That means they could potentially preserve more than $10
millioninrevenue by addressing just 50% of revenue leakage over a five-year period.
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The silent business threats

Disconnected systems and broken feedbackloops are two of the biggest drivers of
revenue leakage: forexample, time worked that never makesitto aninvoice oran
unused budget that a client would have happily consumed. Organizations that do not
have a single system for selling, planning, staffing, and delivering work open themselves
up to therisk of revenue leakage.

Anotherissueis the mistake of optimizing yourinternal business processesinisolation.
If you only optimize yourresource allocation system, but that doesn’t sync with your
project management system, youimmediately lose any benefits whenyoubook a
consultant you thought was available butisn’t. The better optionis to take a holistic
approach and optimize processes forresources, project, financials, and time and
expenses across the board.

Similartorevenue leakage, margin erosionis also a constant threat. Erosion of margin
occurs when the actual margin of a projectisless thanthe planned margin at the time
the project was scoped. Factors like discounting, resource mix, scope creep, and
invoicing errors and delays all contribute to margin erosion. Sometimes giving up some
margin to ensure an excellent customer experience is a strategic decision leaders will
make. Itisimportant, however, forleaders to know when, where, and why they are giving
up margininstead of being surprised once the books close.
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Finding and fixing the issues

Addressing revenue leakage will allow you to increase earned revenue, protect your
margins, and deliver the expected value of each engagement. Inworking with some
of the biggest professional services firmsin the world, we have a window into what

it requires to find and fixthe revenue leakage problem to achieve these benefits and

preserve millionsinrevenue.

It starts with diving deep into the complexities of your organization and focusingon
the following:

w—

. Selling the right deals

. Maximizing utilization

. Optimizing project delivery

. Streamlining billing and revenue management

. Investingin analytics

o O A NDN

. Leveraging a modern, cloud-based delivery solution

Inthis guide, we provide the strategies and solutions to help you make that happen.
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Selling the right deals

Align sales and delivery teams
Whenit comes to closing the right deals, you must ensure your sales and delivery teams
are working as one team. Unfortunately, many organizations still rely on homegrown or

legacy systems that compel teams to operate as standalone departments.

When these two teams use different systems, delivery teams receive limited
information, preventing them from planning with clear-cut parameters and knowing
how best to staff for both the nearandlong-term. Meanwhile, the sales team may be

under- or overpromising simply because they’re unable to see what’s available to deliver.

The oppositeis true when selling and delivery teams are aligned to the same platform,
sharing unified data. Then they can work in unison to scope, plan, and price the right
deals, predict and optimize staffing, and collaboratively deliver on customer promises.
Plus, delivery will have the insight required to keep billable consultants off the bench
andinthe field. The endresults will be a well-staffed and properly billed engagement.
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Identify upsell opportunities

Delivery teams interact with customers 5-15 times more than sellers.! They are the
chief point of contact, the first to hear customer challenges, and the ones powering
customer satisfaction andretention. But when sales and delivery teams aren’t aligned,

upsell opportunities can easily be missed.

When sales and delivery teams can see into each other’s worlds, they can proactively
work togetherto unlock new opportunities forrevenue growth and deliveron

customer expectations.

'TSIA Research, Touchpoint Calculus: Why Sales Can Do It for Themselves
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Maximizing utilization

Always be resource-ready

Having the right team on theright project at the right time is what keeps projects on
track, marginsinline, and customers happy. Whenyou don’t, it becomes a major source
of revenue leakage. But despite the fact that delivery leaders know how important this

is, using the bench to full capacity remainsrare.

As discussed earlier, when sales and delivery teams work in the same system, everyone
involved has a view of current customer projects, staff commitments, and pipeline.
Sellers know what they can promise, while delivery can build, recruit, and/or train the
right staff based onwhat’sin the pipeline.

Make every hour count

To successfully track the hours it takes to deliver a project, you need to make sure every
houris tracked — whether billable or not. Too many organizations today only track
consulting time sold against a project, ignoring time not scoped for resources outside
of delivery (e.g., development). The typical reasoning? “We didn’t build the outside
resources’ level of effort (LOE) into the project becauseit’s just a cost center.” But
making this mistake means you’ll neveridentify the true project margin and you’llnever
know if you're efficiently utilizing the resources outside of consulting.

Instead, delivery leaders should establish productive utilization targets for these
resources with arealistic percentage figure tied to specific projects.
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Where a 0.5%
improvement in
resource utilization
means the difference
between hitting or
missing your KPIs,
resource management
is critical.
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Eliminate the reliance on spreadsheets

Nothing can throw off the proper tracking of resources, conflicting schedules, and

awiderange of billable services and delivery models quite like a spreadsheet. They
are extremely time-consuming and rife with potential errors. And when your margin

tracking and profitability rely on their calculations, you don’t want to worry about errors.

Whatyoudo needisresource planning software that delivers comprehensive views
across your capacity and backlog while also providing timely, accurate, and powerful
utilizationreporting. Today, this type of visibility and reporting is only made possible
with professional service automation (PSA) solutions.

Stay on top of project burndown

Key to utilization management s visibility into project burndown, which indicates
whetherthe projectis trending correctly or at risk of running over budget. To track

this, your project managers must have clearvisibility into all project hours budgeted,
charged, planned, and unplanned. To be accurate, project burndown must include any
and all assignedresources that further the scope of project, billable or not.

This canall be streamlined with the right PSA solution, with some able to predict the
results of a project based onassignments and actuals. If you can add analytics to the mix,
you canalso predict project results based solely onhours that have not been scheduled.

Project Burnup
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Optimizing project delivery

Unify your teams and business on one solution

Companies with greater project visibility achieve higherwinrates, utilization, and margins.
With your selling, delivery, and finance teams all using a single, connected system, you
get bettervisibility into pipeline, resource demand, and other critical project data. You
canstart projects fasterand balance assignments across globally diverse resource pools.
Additionally, you can work more confidently by spotting problems soonerandleveraging a
holistic viewinto clientand engagement health — based on a single version of the truth.

Prioritize projects based on profitability

All projects are not created equal. Without a dedicated system, it can be difficult to
measure the nuances of profitability that each client and project represents. It’s critical
you can see what’s happening across your entire practice, including project status,
budgets, costs, customerinteractions, and more, so you can focus ontheright ones.
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Empower the remote workforce

Afterthe pandemic, therise of remote working was the latest, most drastic indicator
that organizations required virtual delivery models to continue running smoothly and
consistently. Arobustvirtual delivery platform allows you to empower your teams to
easily share projectinformation, track time and billing, and communicate inreal time
as wellasimprove partnerand customerinteractions through built-in communities.
Services organizations that have deployed communities experienced:?

+53% +40% +40%

increased increased increased
customer retention sales speed of delivery
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°Forrester Research: Total Economic Impact study examining the impact of communities
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The complexities involved in
operating a global professional
services organization at

scale are enormous. If your
organization is still relying on
spreadsheets, disconnected
systems, and single-function
tools, then your complexities,
inefliciencies, and error-prone
processes only become greater.
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Streamline billing
and revenue management

Support all billing models

Inorderto preserve revenue, you must be able to accomodate pricing and billing
processes tailored to your customers’ needs. Whetheryou dealintime and materials
(T&M), subscription-based contracts, fixed-fee services, orablend of models, yourbilling
system should be agile enough to support themall, fromthe opportunity allthe way

through to customerrenewal andrevenue recognition.

Ensure timely, streamlined billing

Manual, inflexible back-office systems and processes are the leading causes of slow
billing, costly errors, and revenue leakage for professional services organizations. Working
fromanagile, single technology stack, you can automate and streamline your delivery-
related billing and revenue recognition processes while hooking into your company’s
existing financial system. You caninvoice for any revenue streamwithout missing a single
billable hour, reimbursable expense, or delivery milestone. Inaddition, timely invoices
mean no surprises down the road foryou oryour customers. The results: lower DSO,
margins protected, revenue leakage stemmed.

Work from amaster customerrecord
Empoweryourorganization with a single customerrecord so thatanyone — delivery
teams, selling teams, finance teams — can answer a customer question, give status

updates on projects, know where billing stands, and even prevent disputes.
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Investing in real-time data
analytics and predictability

Make real-time the only time

Instead of manually cobbling togetherbest guesses based on past events, professional
services firms should use real-time analytics to deliverinsights on whatis happening right
now andinthe future. This way, you can get visibility into every dollarrecognized and
dollarplanned. Make critical decisionsinaninformed and predictable manner,important
formanagingresources, maintaining profit margins, keeping projects ontrack, resolving

issues and, ultimately, protectingrevenue.

Achieve predictability

Powerful forecasting capabilities can empoweryou to accurately predict what willhappen
overthe course of the year for utilization, backlog, and capacity using scenario-based
formulas and delivery curves specific to your organization. This drives better
understanding of all aspects of aresource scheduling — project time, paid time off (PTO),
non-billable time, backlog — to better predict needs and optimize staffing. Quickly
identify potentialissues and course correct before the issuesimpact margins orrevenue.
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Leveraging a modern,
cloud-based delivery solution

Connectedness eliminates errors, stops leaks

You can’t stemrevenue leakage without a comprehensive and agile delivery platform

that provides atrue 360° business view and connects the entire services journey. It’stime
to optimize the core to deliver near-term profitability impact, and provide a springboard
forfutureinnovation and efficiency onasimplified, cloud platform. Certinia Cloud
Software Solutionsis software purpose-built to optimize critical delivery processes using
asingle dataset onthe Salesforce platform. It has everything you need to:

Connect the front and back office, including sales, delivery, and finance

Deliver theright teams, to the right projects, at the right time

Keep projects on track, on budget, and profitable

Streamline billing and financials

Get actionable insights to keep financials healthy and spotissues

When all customer and project dataisin one place, shared with all of yourteamsinreal
time, you have an environment where customer experience isworld-class, leakageis a

thing of the past, revenue grows, and renewals and margins increase.
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Experience
Certinia

Certiniaempowers the world’s best technology and services
organizations to deliver customervalue with certainty. Our suite of
solutions, including PS Cloud, CS Cloud, and FM Cloud, natively built on
the Salesforce Platform, powers and connects all aspects of technology
and services businesses, from services estimation and delivery to
customer success management, and financial planning and accounting.

LEARN MORE
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https://certinia.com/professional-services-cloud/automation/

