
Over a career in Information Technology 
spanning multiple decades, I have ob-
served that many IT organizations have 

focused process improvement and measure-
ment almost exclusively around software devel-

opment projects. This is understandable due to 
the business critical nature and costs involved in 
large software development projects. We have 
seen how software development process mod-
els like CMMI and Prince2 significantly improve 
business alignment, quality, and timeliness in 
delivery of software development projects. 

Though many IT organizations have embraced 
standards like CMMI and dramatically improved 
their software development performance, it has 
done very little to improve the quality and per-
formance of IT support services.

The following Gartner study published in 2006 
(Figure 1) shows functional distribution of IT 
budget spent over a 5 year period. As can be 
seen by the chart, application development 
consumes an average of only 20% of the bud-
get while the remaining budget is consumed 
providing IT support services.
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“With over 20 years experience 
delivering measurable improve-
ments in Application Support 
Outsourcing, we guarantee our 
results - in writing!  Call us. We’ll 
deliver results for you!” 

Tony Salvaggio 
President and CEO
Computer Aid, Inc.

  Structuring Meaningful Service Level Agreements

CAI’s Bob Anderson
IT Mentor Advisor 

Read on, he’ll tell you how to fine-tune a SLA 
for IT Support.



N ot only do IT support services consume 
most of the IT budget, they also require 
the most direct and continuous interac-

tion with business customers. These factors sug-
gest that we should have a separate methodol-
ogy which directly addresses the management of 
IT services. A service management methodology 
and development methodology operate very well 

together, but we must know where one 
leaves off and the other begins. Both 
methodologies are important, but each 
is designed to accomplish different goals 
and measure different things.

Service management methodologies en-
compass a wide variety of processes and 
desired service outcomes, however, here 
we will focus on one very critical element 
of service management, the Service Level 
Agreement (SLA). The SLA is the glue that 
holds together the relationship between 
the IT service provider and the business 
customer. Ultimately all other service 
processes and outcomes support the 
customer SLA.

IT organizations provide a wide variety of sup-
port services to the business from infrastructure 
(networks and Help Desk) to business application 
software support. 

As service providers IT organizations must dem-
onstrate “value” to business customers. In this 
case, demonstrating value means delivering sup-
port services that meet or exceed the needs of the 
business at a cost that represents value. Service 
Level Agreements (SLA’s) help demonstrate value 
by clearly identifying the service responsibilities of 
the IT organization and performance expectations 
of the business customer.

Fundamentally the SLA is a contract between the 
IT service provider and the business customer re-
ceiving the service.

In order to demonstrate “value” the IT service pro-
vider must develop an SLA that clearly defines what 
support services are being delivered and the level 
of performance required by the business customer. 

SLA’s are developed for specific IT organization 
and business customer combinations. Differ-
ent combinations require different services and 
performance levels. We need to consider these 
combinations carefully when developing an SLA 
because they can significantly alter the scope and 
content. For example, an infrastructure network 
support SLA would be different from a software 
application support SLA. The basic structure of 
the SLA would be the same but specific services 
being provided and performance goals would be 
different.

One of the most difficult issues in developing 
an SLA is: What do I put in one?  The follow-
ing sample Service Level Agreement structure will 
provide a good starting point. When developing 
SLA’s it is easy to easy confuse the difference be-
tween the terms SLA, SLG and SIG. A definition 
which helped me is that an “SLA” is the overall 
service level agreement which not only describes 
the services being delivered but also contains Ser-
vice Level Goals (SLG) and Service Improvement 
Goals (SIG) which represent service performance 
goals required by the business customer. Both 
SLG’s and SIG’s are discussed in greater detail 
within the following sample SLA structure.

Introduction
This section identifies the IT organization deliv-
ering the service, the business customer receiv-
ing the service, and the service relationship be-
tween them. An example would be: Infrastructure 
Group, providing network support for a shipping 
warehouse or Application Support Group provid-
ing support for the time-attendance system within 
the payroll department.

Description of Services
What services will be provided, what types of 
work will be performed, and the parameters of 
service delivery.
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“CAI has a structured methodol-
ogy for Managed Maintenance 
that plans for thorough knowl-
edge transfer and rapid transi-
tion of team members to full 
support.” 

Michael V. Hmel
Senior VP

Fed Ex Ground 
Information Systems
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The SLA is the Glue that Holds the 
Relationship Together

The SLA is a Contract between IT 
and the Customer

Sample Service Level Agreement



•   Describe the types of service and work that are 
part of service delivery (Maintenance/Enhance-
ments, Incident Repair, Technical Support.

•   Hours and days of support for different types 
and levels of service

•   Service contact process and detailed contact 
information

Description of Responsibilities
Description of Responsibilities: This section de-
scribes who is responsible for what within the 
framework of services being delivered and re-
ceived. Responsibilities can be split three ways:

1.   Responsibilities of the IT service provider
2.   Responsibilities of the customer 
3.   Responsibilities shared by both parties

Operational Parameters
In order to achieve service commitments de-
fined within the SLA it is important to agree to 
the operational parameters which govern the 
service delivery environment. These operation-
al parameters may affect service performance 
and therefore must be defined and monitored. 
If operational parameters move outside the 
control of the service provider or users of the 
service exceed the limits of their specified op-
erational parameters, then the SLA may need 
to be renegotiated.

Example: Maximum number of concurrent on-
line users

Example: Peak number of Transactions per hour 

Example: Maximum number of concurrent user 
extracts or ad hoc queries

Service Level Goals (SLG’s))
Service Levels Goals represent the performance ex-
pectations of the customer for specific services be-
ing delivered. SLG’s are performance expectations 
for defined service measurements (metrics). These 
measurements determine if the service provider is 
meeting the basic service commitments. Depend-
ing on the services and metrics, different data are 
required in order to measure service performance. 

Example SLG: Metric: Equipment/Network Avail-
ability – SLG: 99% 24/7

Example SLG: Metric: Critical incidents resolved 
SLG: within 2 hours
SLG’s are useless unless actual performance 
data are collected, measured and reported 
against service commitments stated in the Ser-
vice Level Agreement. 

Service Improvement Goals (SIG’s)
Service Improvement Goals (SIG’s) establish 
the required amount and rate of improvement 
for a specific SLG over time. An SIG requires 
that not only specific SLG performance data is 
captured but also that a performance trend is 
calculated over a specified period of time. This 
trend indicates the rate of improvement and if 
the improvement goal has been achieved.

Service Performance Incentives and 
Penalties 
An SLA may contain a service performance in-
centives or penalty clauses. These may be writ-
ten in such a way that provides financial incen-
tives for exceeding service goals penalizes the 
service provider if service goals are not met.
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“CAI’s processes, methodolo-
gies, and metrics are invaluable 
to our business. Choosing CAI 
as our prime application support 
partner will reduce our expenses, 
saving us over 25% per year in 
direct costs.”

Anne Wilms
Vice President and

Chief Information Officer,
Rohm & Haas Company



Service Performance Reporting
Service reports and graphs are must be 
produced by service provider for the 
customer which communicates the com-
parison of actual service performance to 
service goals. See CAI  graph above.

The graph displays IT service perfor-
mance as compared to all service level 
goal metrics for the IT support team. 
The graph shows whether the IT re-

sources were either “Within or Outside” perfor-
mance goal guidelines. This is a simple “Yes – 
No” measurement, either the service goals were 
achieved or they were not met. 

The graph “Y” axis is the percent of all service 
level goal metrics. The “X” axis is the perfor-
mance time-line being measured. Service level 
goals “within guidelines” are plotted as a blue 
line; elements “outside of guidelines” are plot-
ted as a maroon line. The trend line displays 
the performance improvement trend; ideally the 

trend line should show increasing improvement 
over time. The base Service Improvement Goal 
is noted as text at the top right of the graph.

Service Level Agreement Sign-Off
Any SLA requires the sign-off by the service 
provider and the customer. The SLA is a con-
tract; therefore signatures by authorized rep-
resentatives of the IT organization delivering 
the service and the business customer receiv-
ing the service are required. 

SLS’s are Invaluable Tools  
SLA’s are an invaluable tool for IT Support and 
their business customers. SLA’s enable them to 
become true partners by defining expectations 
and making service commitments. Managing 
IT Support Services using defined measurable 
goals and reporting results improves IT pro-
ductivity and helps to reduce costs. Working 
toward defined service goals improves IT Sup-
port moral because now the staff understands 
what defines “good performance.” These are 
but a few of many advantages of defining and 
implementing Service Level Agreements within 
your IT Support services.
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“ CAI’s methodologies continue to 
focus our organization on increas-
ing value, through driving down fix 
and support work, and focusing 
on system enhancements. Our ef-
fectiveness continues to increase 
significantly.” 

Tom Murphy
Chief Information Officer

Royal Caribbean International


