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INTRODUCTION

Digitalization, along with shiffing customer preferences, has changed
the professional services business. In this people-centric field,
companies’ ability tfo respond flexibly to changes has become the key
to success and further growth. At the same time, services firms are
facing pressure on prices, and profitability takes center stage.

In answer to these challenges, professional services companies have
their eye on technology and on how it can support their business.
Making use of the technological possibilities means seizing the
opportunity to increase efficiency, transparency, and growth.In a
trend study PAC, as commissioned by SAP, examined the relation
between the deployment of appropriate technology and greater

successin the professional services business.

Basic survey data

In June 2016, PAC conducted a survey of 300 small and mid -sized
professional services companies (100 to 1,000 employees) from
different sub-industries from around the globe. PAC realized roughly
halfthe interviews with IT managers (45%) and the other half with C-
level managers and decision-makers from other business areas (55%).
The surveyisthe basis for the trend study at hand.
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The document at
hand summarizes
the main findings
of the trend study.
Please clickhere
to access the
complete PAC

Study.
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SUMMARY OF FINDINGS

The survey of 300 decision-makers from small and mid-sized
professional services firms around the globe showed that the majority

of industry players have strong ambitions tfo grow and to further
dev elop their business. On average, they attach highest priority to the
enhancement of service delivery and support, and to the growth of

business, both with new and existing clients.

At the same time, the survey revealed that professional services ?gg\éeoﬁden’rsfrom
companies are aware of the challenges that lie ahead of them. The professionol
creation of a stronger foundation for growth and governance, and the services
improvement of customer relationship management and retention are companies around
considered to be the major challenges in times of fough competition, the globe

demanding customers, and volatile market conditions. Enhancements

withregard to business processes —including higher efficiency, quality,
and transparency — are of equalimportance to professional services

companies.

Such aspects are closely linked to the technological foundation of the
business. However, whileIT inv estments might help to solve the most
pressing issues, the reduction of costs is considered to be another

major challenge.

On one hand, the analysis revealed high awareness among
professional services companies with regard to the value that an
infegrated view on the project value chain, aswell as an advanced
approach fo project management, marketing, collaboration, and
analytics, can bring to business. On the other hand, however, the
surv ey exposed significantroom forimprovement, and it appears that
most of the decision-makerswhorespondedto the surveyhave already

recognized and acknowledged the critical areas.

The surveyresults clearly suggest that professional services companies
are aware of the progressthatcouldbe made in business with the right

tfechnology at hand.

However, what doesthismean?2Thereis, of course, no official definition
of what the right technology foundation is for professional services
companies. According to the survey, however, several characteristics
received common approval, including broad functionality and high
infegration levelsin combination with the ability fo enable agility,

flexibility, and speed.
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SELECTED RESULTS FROM THE TREND STUDY

TOP PRIORITIES AND CHALLENGES IN PROFESSIONAL
SERVICES

Professionalservicescompanieshave a variety of topicson top of their
agendas, with none clearly standing out:

e Be it the enhancement of the service delivery, of sales and talent
management, or the growth of business and the expansion of the
business scope, more than 90% aftach high or some priority to each
of these topics.

e 92% considerreducing costs and creating a strong foundation for

business growth and cost control to be a challenge.

The message is clear. Firms are seeking profitable growth. Additionally,
customer centricity is taking center stage: 34% of companies are
actively prioritizing the improvement of CRM.

Another main focus for professional services companies lies on process
efficiency: 92% consider its enhancement to be a big or moderate
challenge.The need to enhance process quality and transparency is
of almost equal importance.

Considering the high relevance of these topics, we get an initial idea
of how important fechnology is for professional services companies.
Most aspects reflect the need for advancements, for example with
regard to process automation, CRM, collaboration, analytics, and

scalability.

ASSESSING THE PROJECT VALUE CHAIN

Why is an integrated view required?

Back in the 1980s, Michael E. Porter developed the concept of the
value chain, which can be applied to traditional manufacturing
processesaswellastothe delivery of projectsandservices. According
to Porter, every building block in the project (orservice) value chain
creates value and can represent a competitive advantage for a

specific provider.
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lllustration of the project value chain
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In the digital age, the concept needs to be expanded. Apart from
differentiating building blocks, companies can create a competitive
advantage by thinking across the building blocks and integrating
them.

In the frend study, we were keen tfo know more about the current
infegration levels of the project value chain in professional services
companies. Theresults show that it is low in most companies.

It is evident that a large number of professional services companies
are still missing out on the competitive edge that a high integration
level delivers.

How is the project value chain organized?

We also asked professional services companies how they currently
support the project value chain from a technology perspective. The

following image illustrates the results:

The project value chain is covered and supported by...

19% 66% 15%

one business various systems that various integrated
application or system are not integrated systems

© PAC - a CXP Group Company, 2016

Despite the use of business applications, Excel is still widely used: 98%
of the companies use Excel to support at least parts of the project
v alue chain.
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FOCUS ON SPECIFIC AREAS OF THE PROJECT AND
SERVICES BUSINESS

Project management requires transparency regarding profitability:

Consistent and effective project management requires all relevant
project- and customer-related information to be av ailable on a very
granularlevel whenever needed. Asignificant majority confirmed that
having a clear view on profitability by projects, by customers, by
business units, and by particular offerings would be very or at least

somewhat important.

However, current systemlandscapes do not meet these requirements.
Only 25% stated that they were able to check the profitability of a
project with minimal effort at any time. 31% admitted that this — in
theory — rather simple requirement is only ineffectively fulfilled. And
only 16% stated that they were able to retrieve information on

profitability in real time and with a high level of automation.
Various aspects support the finance & accounting function:

Having high fransparency and availability of data supports finance
and accounting as well as the general management of a professional
services company. At 63%, the av ailability of detailed information and
transparency about the utilization of employeesreceived the highest
share ofapprovalasbeingveryuseful. Otheraspectssuchasreceiving
cost-related information instantly or being able to close the books

quickly are considered usefulby almost as many respondents.
The ability of real-time analytics:

We wanted to know whether their analytics systems allow for real-fime
management of the project value chain and if so, whether that
coveredthe whole project value chain or only parts of it. The results
indicate that the ability to manage the entire project value chain
based on real-time datais still far from being standard, with only 7%
able to do this.

Technical collaboration supports knowledge work:

Technical collaboration platforms or tools are needed as a foundation
that fosters teamwork and knowledge exchange. The survey again
underlines potential for enhancement because these tools and
platforms are only fully integrated into the existing system landscape

in around a quarter of companies.
The path to segment-of-one marketing:

The professionalservicesindustry was quickto adopt digital techniques
in marketing, but we have now entered the era of segment-of-one
marketing. The results give a mixed picture of current marketing
performance and capabilities: 52% of the respondents consider their
marketing capabilities and performance to be satisfactory but not
outstanding, while only 7% consider them to be highly advanced.
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ABOUT SAP

As market leaderin enterprise applicationsoftware, SAP (NYSE: SAP)
helps companies of all sizes and industries run better. From back office
to boardroom, warehouse to storefront, desktop to mobile device —
SAP empowers people and organizations to work together more
efficiently and use business insight more effectiv ely fo stay ahead of
the competition. SAP applications and services enable approximately
320,000 business and public sector customers to operate profitably,
adapt continuously, and grow sustainably.

Website: www.sap.com
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ABOUT PAC

Foundedin 1976, Pierre Audoin Consultants (PAC) ispart of CXP Group,
the leading independent European research and consulting firm for

the software, ITservices and digital fransformation industry.

CXP Group offers its customers comprehensive support services for the
ev aluation, selection and optimization of their software solutions and
for the evaluation and selection of IT services providers, and
accompanies them in optimizing their sourcing and investment
strategies. As such, CXP Group supports ICT decision makers in their
digital fransformation journey.

Further, CXP Group assists software and IT services providers in
optimizing their strategies and go-to-market approaches with
guantitative and qualitative analyses as well as consulting services.
Public organizations and institutions equally base the development of
their IT policies on ourreports.

Capitalizing on 40 years of experience, basedin 8 counftries (with 17
offices worldwide) and with 140 employees, CXP Group provides ifs
expertise every year to more than 1,500 ICT decision makers and the
operational divisions of large enterprises as well as mid-market
companies and their providers. CXP Group consists of three branches:
Le CXP, BARC (Business Application Research Center) and Pieme
Audoin Consultants (PAC).

For more information please visit: www.pac-online.com
PAC’s latest news: www.pac-online.com/blog

Follow us on Twitter: @ PAC_Consultants
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DISCLAIMER, USAGE RIGHTS,
INDEPENDENCE, AND DATA PROTECTION

The creation and distribution of this study was commissioned by SAP.
For more information, please visit www.pac-online.com.
Disclaimer

The contents of this study were compiled with the greatest possible
care. However, no liability for their accuracy can be assumed.
Analyses and evaluations reflect the state of our knowledge in July
2016 and may change at any fime. This applies in particular, but not
exclusively, to statements made about the future. Names and
designations that appearin this study may beregistered trademarks.

Usage rights

This study is protected by copyright. Any reproduction or dissemination
to third parties, including in part, requires the prior explicit
authorization of SAP as commissioner. The publication or dissemination
of tables, graphics efc. in other publications also requires prior
authorization.

Independence and data protection

This study was produced by Pierre Audoin Consultants (PAC) without
influence from SAP as the commissioner of the study.

The participantsin the study were assured that the information they
provided would be treated confidentially. No statement enables
conclusions to be drawn about individual companies, and no
individual survey datawas passed to the commissioner or other third
parties. All participantsin the study were selected at random. There s
no connection between the production of the study and any
commercial relationship between the respondents and the sponsors of
this study.
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