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Service Management:
Heart of the Cloud

Everything you wanted to know about Cloud
Computing but were afraid to ask
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IBM Integrated Service Management Principal for Australia & NZ
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Historically, operations have industrialised over time.

Telcos automate traffic through switches
to assure service and lower cost.

Manufacturers use robotics
and standardised components to improve
quality and lower cost.

Banks use automated teller machines to
improve service and lower cost.
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Why does IT cost so much?
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What is cloud computing?

Cloud computing is a new consumption and
delivery model inspired by consumer Internet
services.

Cloud enables:
= Self-service
= Sourcing options
= Economies of scale

Cloud represents:
» The industrialisation of delivery for
IT-supported services

Multiple types of clouds will co-exist:
= Private, public and hybrid
» Workload specific
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What is a Service?

delivering value to customers AN~
by facilitating outcomes
customers need to achieve
without owning specific
costs and risks.”

“Services are a means of ]W‘\J“ve |

— ITIL v3

“Someone calling themselves
a customer says they want
something called service.”
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A service example: Owning your own car vs. a taxi service...

“Services are a means of delivering value to customers by facilitating
outcomes customers need to achieve without owning specific costs
and risks.”

— ITIL v3
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A cloud requires that IT infrastructure become more dynamic...

Business and IT Workloads
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[ VIRTUALISATION } + STANDARDISATION + { AUTOMATION } e Flexibility
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...to free budget for new investment and speed
deployment of new capabilities.
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What are the characteristics of a cloud?

Cloud Services Delivery
astic scaling

= Standardised offerings
= Easy to use service catalogue
=Metering & billing
- _’
Required Infrastructure Characteristics
= Open standards
= Service-oriented (SOA)
= Advanced virtualisation and automated
management
= Common components and processes
= Advanced security and resiliency

IISNMYE
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Attributes

Advanced virtualisation

Characteristics

 IT shared by applications
» Applications run anywhere
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Benefits
«+ Efficient utilisation

» Hardware savings through economies
of scale

Automated provisioning

= On demand provisioning/
shut-down of I'T resources

« Faster IT cycles (real-time
provisioning)

* Management savings

Elastic scaling

* IT scales up or down in large
leaps whenever needs change

» Optimised IT resources — better
utilisation

» More flexibility

Service catalogue ordering

* Pre-defined services and
environments available

« Higher customer satisfaction through
targeted self service — consumers and
providers can use different interfaces
for the same service

Metering and billing
flexible pricing

» Usage metrics make multiple
payment models possible

* More transparent costs

» More flexible pricing schemes

Ubiquitous network access

» Services delivered via internet
and/or intranet

» Access anywhere, anytime
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Today there are three primary delivery models that companies are

implementing for cloud.

Enterprise

Traditional
Enterprise
IT

Private Cloud

IT activities/functions are provided “as a Hybrid Cloud _
service,” over an intranet, within the Internal and external service
enterprise and behind the firewall delivery methods are

integrated, with

Key features include: . .
y activities/functions allocated

17//799790 based on security

— Automatic/rapid provisioning requirements, criticality,
— Widespread virtualisation architecture and other
— Chargeback ability established policies.

Public Cloud

IT activities/functions are provided “as a
service,” over the Internet

= Key features:

Scalability

Automatic/rapid provisioning
Standardised offerings
Consumption-based pricing
Widespread Virtualisation
Multi-tenancy
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amazon
webservices”

AWS

| Products & Services

Amazon EC2 Details
EC2 Overview
ECZ FAQs
EC2 Pricing
Amazon EC2 SLA
EC2 Instance Types

ECZ2 Instance Purchasing
Options

Reserved Instances
Spot Instances

Windows Instances

Amazon EC2 Features
Elastic Block Store
Amazen CloudWatch
Auto Scaling

Elastic Load Balancing

Sign in to the AWS Management Console

Products Developers Community Support Account

Amazon Elastic Compute Cloud (Amazon EC2)

Amazon Elastic Compute Cloud (Amazon EC2) is a web service that
provides resizable compute capacity in the cloud. It is designed to make
web-scale computing easier for developers.

| Sign Up For Amazon EC2 !ii

Amazon EC2's simple web service interface allows you to obtain and
configure capacity with minimal friction. It provides yvou with complete
control of your computing resources and lets you run on Amazon's
proven computing environment. Amazon EC2 reduces the time required
to obtain and boot new server instances to minutes, allowing you to
quickly scale capacity, both up and down, as vour computing
requirements change. Amazon EC2 changes the economics of computing
by allowing you to pay only for capacity that you actually use. Amazon
EC2 provides developers the tools to build failure resilient applications
and isolate themselves from comman failure scenarios.

This page contains the following categories of information. Click to jump down:

Amazon EC2 Functionality Pricing
Service Highlights Resources
Features Detailed Description

Instance Types Intended Usage and Restrictions

Operating Systems and Software

Create an AWS Account English

Amazon Elastic Compute Cloud
(EC2) is a central part of
Amazon.com's cloud computing
platform, Amazon Web Services
(AWS).

EC2 allows users to rent virtual
computers on which to run their
own computer applications.

EC2 allows scalable deployment
of applications by providing a
web service through which a
user can request and receive an
Amazon Machine Image to
create a virtual machine
containing any software desired.

A user can create, launch, and
terminate server instances as
needed, paying by the hour for
active servers, hence the term
"elastic".

EC2 provides users with control
over the geographical location of
instances which allows for
latency optimization and high
levels of redundancy.

Building a new Data Centre in
Singapore.
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Brief History of IT...

Mainframe Personal Internet Cloud the next
Computers big thing?

1950 1960 1970 1980 1990 2000 2010
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Is the cloud really all that new?

Service Bureaus — 1960s & 1970s %\ ")
Business Process Outsourcing (BPO) — 1980s Lo = Mmsn
Telephony cloud — 1990s ”E. Hotmail
IT & Application Hosting — Late 90s

Virtualization — Late 90s y
Hotmail Launched — 1996 @ vmware - Google
Google formed — 1998 amazoncom

Maintainance Newsletters

vmware formed — 1998 il CRM
Grid / Utility Computing — early 2000s Mailing Labels
Online Service Catalogues — early to mid 20005 Welgoite racening
SaaS - early to mid 2000s e P BIOGS saa S
SOA - early to mid 2000s

Facebook - 2006

Database
Administration

Sales Force
Automation

E_mall ecommerce
PDF Conversion F ax
Payroll

Marketing Hosting
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Cloud computing is a natural evolution of the strategies and best
practices already being pursued by leading firms.

IT Simplification
» Virtualisation and Consolidation
» Standardised Application Infrastructure
= SaaS
= Appliances
» Unified Messaging and Integration (e.g. ESB)

Operational Effectiveness
= |ITIL V3 and the Service Lifecycle
» “Request Driven Provisioning”

Governance
= Architectural Compliance
» “Build to Manage”
= Cost Visibility and Metrics
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Cloud implementation requires advanced service automation.

. Service Catalogue & Provisioning
m ) SCEIRAED el ) Request Workflow Engine ) Engine
=  Workflows

= Expert Systems
= Scripts

Optional Service

Modules
= Metering / Usage
Billing, Monitoring, etc.

%

- Easy to access, easy to use Service Request catalogue LML (e
/ / ! ) Infrastructure
» Hides underlying complex infrastructure from user and shifts focus to

services provided N\
» Enables the ability to provide standardised and lower cost services i ;;/
 Facilitates a granular level of services metering and billing i
» Workload standardisation eases complexity
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Scenario: Developing a new weather service for mobile devices...




LEAD it 2010 NATIONAL CONFERENCE itSMF*"‘

Presentation Contents

 Intro to Cloud Computing
— What is cloud computing?
— What's the business and IT value of the cloud?

« A scenario

» Cloud survey results

 How does Service Management fit in?
« (Case studies

* Next steps / Where to start?

« Conclusions




LEAD it 2010 NATIONAL CONFERENCE itSMF*’s

Cloud is rapidly gaining CIO’s attention...

Ranking of technologies ClOs selected as

CIO TEChHOIOQIES one of their top five priorities in 2009.
Ranking 2010 2009 2008 2007
Virtualization * 5
Cloud Computing 4 16 * *
Web 2.0 3| 4 15 15 =
Networking, voice and data communications 4 * 6 7 4
Business intelligence (BIl) 5 1
Mobile Technologies 6 4 12 12 11
Data & Document Management and Storage 7 s B 10 9 9
Service-oriented applications and architecture 8 4+ 9 10 7
Security technologies 9 L 8 5 6
IT Management 10 * * *
Enterprise Applications 11 iy E E E

* New Question

Gartner
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In June and July of 2009, IBM interviewed 1,090 IT and business decision
makers around the world to understand current cloud adoption

Who we talked to:

Job role Country Sector

C-level Business

, Business Communications
Executives

Leaders India
Other
N U Services

CIOs Japana
France Industrlal Financial

IT Directors Germany Services

Distribution

Public 18%

Canada

Source: IBM Market Insights, Cloud Computing Research, July 2009. n=1,090
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Clients interviewed significantly prefer private clouds over
public or hybrid clouds

Overall, how appealing are the public, private and hybrid delivery models for your company?

Private 64%
"Very appealing" or
"appealing"

Public [N 30>

Private 64%
"Very appealing" or
"appealing”
38%

However, adoption of Public Clouds is expected to grow by 26% CAGR between now and 2013*

*IDC eXchange, IDC’s New IT Cloud Services Forecast: 2009-2013, p=543, Oct 5, 2009 Source: IBM Market Insights, Cloud Computing Research, July 2009. n=1,090
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Faster time to
value

Improve
reliability
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Cost savings and faster time to value are the leading reasons why

companies consider cloud

To what degree would each of these factors induce you to acquire public cloud services?

Software licenses savings - Hardware savings -
Lower labor and IT support costs - 77‘%)
Lower outside maintenance costs

Relieve pressure on internal resources -
Simplify updating/upgrading + Speed deployment 72%
- Scale IT resources to meet needs

Improve system reliability - o
Improve system availability 50 A’

Percent rating factors as a major inducement (4 or 5)

Respondents could rate multiple drivers items

Source: IBM Market Insights, Cloud Computing Research, July 2009. n=1,090

g
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Nearly one-third of respondents say a 20-29% cost reduction is nheeded to
make a compelling business case for public cloud delivery

What is the minimum cost reduction you would need to acquire services through a public cloud?

Would consider even without savings - 7%

Less than 5% to less than 10% - 8%

10% to less than 20% | 189,
20% to less than 30% | 309,
30% to less than 40% _ 14%

40% or more - 11%

Would not consider at any savings level - 7%

Don’t know 5%

Respondents selected one

Source: IBM Market Insights, Cloud Computing Research, July 2009. n=1,090




LEAD it 2010 NATIONAL CONFERENCE itSMF*’s

Concerns about data security and privacy are the primary barriers
to public cloud adoption

What, if anything, do you perceive as actual or potential barriers to acquiring public cloud services?

Security/privacy of

Service

quality/performance 94%
Doubts about true cost
savings 93%
Insufficient responsiveness
uffici ponsiv 509,

over network

Difficulty integrating with

Percent rating the factor as a significant barrier (4 or 5)

Respondents could select multiple items

Source: IBM Market Insights, Cloud Computing Research, July 2009. n=1,090
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Audio/video web conferencing and CRM hold the greatest interest
for deploying in a public cloud
Have you, or are you planning to implement, public or private cloud delivery for these IT activities?

Analytics

E [

Business
Services

Public cloud Private cloud

Data mining

Data warehouse

Transactional
databases

CRM

—

E-mail
ERP
applications
Industry
applications
A/V/web
conferencing
Unified
communications

VolP
infrastructure

Collaboration

Desktop

Service/help
desk
Percent who have implemented or plan to implement the workload in the next 12 months

Respondents could select multiple items

Source: IBM Market Insights, Cloud Computing Research, July 2009. n=362—1,029, depending on the workload.
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Similarly, few companies are far along the virtualisation maturity
continuum — even though it is an essential technology for cloud

Which one of the following best describes your company’s use of virtualisation technologies?

[ Level 0: Do not use virtualization technologies at all _ 33%]

Level 1: Virtualization is only used in pilot, proof-of-

A 14%
concept, or limited devt deployments °
Level 2: Using virtualization to replace physical dewt, test, 17%
and/or non-critical production servers °
Level 3: Our default is to use virtual machines, unless 12% 18% of companies indicate that

counter-case can be made . . . . .
virtualization is a strategic

objective or transformative,
whereas one-third report that they
are not currently using

Level 5: Virtualization is transformative to our business I4% virtualization technologies at all

Level 4: Virtualization is a strategic objective for company - 14%

Don’t know 6%

Percent Selecting
Respondents selected one

Source: IBM Market Insights, Cloud Computing Research, July 2009. n=1,090
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Our study revealed that despite strong interest in deploying cloud, few
companies are addressing key Service Management capabilities

Rate how critical each of the listed areas are to your company.

Device
management 34%
Event management
[ and monitoring 32%
[ Governance 32%
management IBM's experience shows that
Release 299, service catalogs,
management ° provisioning, metering and
Billing and - governance are critical
metering a2 service management
Software image disciplines for delivering
management 21% "services" via a private or
Provisioning 129% public cloud
logic 3
3:{;’;33 - 11% Percent Rating As Critical (4 or 5)

Respondents could rate multiple processes as critical

Source: IBM Market Insights, Cloud Computing Research, July 2009. n=927
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How does ITIL v3 fit into the cloud? How could you implement it?
M
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Consumers vs. Providers
(A.K.A. Normal People vs. IT Geeks)

Copyright 1997 Randy Glasbergen. www.glasbergen.com

“An optimist would say the hard drive is half full.
A pessimist would say the hard drive is half empty.
A true computer geek would upgrade anyway.”

MGI'IUM*MM by T. McCracken

OBSOLETE: Any piece of software
or hardware that you bought last
week for mega bucks.
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Consumers vs. Providers
(A.K.A. Normal People vs. IT Geeks)

Probably Not as concerned
about Service Management
Best Practices & Technology

Need to be concerned with Service
Management more than ever!!!

For now, let’s
focus on

A pessimist would say the hard drive is half empty.
A true computer geek would upgrade anyway.”

MEHIVUN@R com by 1 vicCracken

OBSOLETE: Any piece of software

or hardware that you bought last
week for mega bucks.

What are the implications?
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Try to imagine a cloud delivery and consumption model without
Service Management processes, disciplines and capabilities.

Service Management is the glue that hold the cloud together!

Service Management & IT Governance
describe best practices for many key "cloud”
attributes:

— How would you manage costs? - Service Catalqgue
— Manage change? — Requests Fulfiiment

—  Control the CMDB? — Change Management

—  You would be out of control fast!!! — Configuration Management
— Strategy

— Process definition & workflow

— Policies & procedures

— Service Levels & SLA Compliance
— Release & Deploy (Provisioning)

— Event Management (Monitoring &
Alerting)
— Business Service Management
Executive IT Dashboards
Metrics

= Imagine if any “propeller head” could just
punch a button and have whatever they
wanted
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A high level cloud architecture...

f Cloud Service %
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Service Management architecture...

A more detailed cloud /

Presentation

Integrated
Customer / User  Access Seeker D Ig ¢
‘Single Pane of Glass’ 'evelopimen
/ Role Based O Consoles Environment
Service Integrator Consumer
¢ ¢ T l ¢ Integrated Process Engine
Perf, Avail & """L:":""" Service Level 5 su:\‘ Real Time User Event & Business Integrated Service Desk Service
Capacity Reporting & —— Service Di & (Request, Incident, Catalogue Version &
i —_— —
Reporting Compliance Status Consoles Consoles Reporting Problem, Change 9 Config Control
Release)
Service 4
T T Status ' + t
Performance,
Availability Perf, Avall, Cap Service par—
& Capacity & SLA Data Service Impacting Config Enriched Data Service al
Management Events Data wnriche Data
Enriched Service
Perf & Avail Events Requests
Data
Asset & CI
Data Asset & CI
Asset& Bate.
Configuration C—
Management B el
Perf Event cl Service Management
Perf, Avail & Events Correlation. Data Request Hardware &
Capacity " aggregation’s > b Software -—
rovisionin,
Analysis Enrichment 9
Senfice
Performance
st o Discovery Data Redquests
Event ; Data Resp Time | Component i v
Compliance Data P P Security
Performance
S Management Events & QOs Data Physical Data, Retwork Identity &
Secy:uruy Infrastructure Access
Asset & cophsset, Security Management
T —— Topology
erformance Database/s Analysis Discovery | |
I 1
Security
Events
Discovery Data “ Application Sormmanee —
Security
. t
Performance anagemen Identity DB
Data
Security S'B:.':f:P& Batch WAN/LAN H:r’dsw'&am Application User E2E Internet Service
Monnoring Monitoring Monitoring Monitoring Monitonng Monitoring orien T t Service Qos A
Infrastructure Monitoring

IT Service Monitoring

Communication & Content Monitoring
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Businesses that implement cloud computing are
seeing significant results.

\ Y A
Jossasse maETzt
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(‘) Bank of Takyo-Mitsubeshs LIFS

MUFG

Panasonic

CELLEMCE 4 EOFTWARE

NEDBANK

iTricity

Highlights:

empowering your buliness

Reduce IT labor cost by 50%
in configuration, operations,
management and
monitoring.

Improve capital utilisation by
75%, significantly reducing
license costs.

Reduce provisioning cycle
times from weeks to
minutes.

Improve quality, eliminating
30% of software defects.
Reduce end user IT support
costs by up to 40%.
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IBM has reaped the benefits of their move to cloud computing

/& IT Transformation

» Have reaped $4 billion over
seven years.

= For every dollar invested, we
saw a $4 cumulative benefit.

.‘3 . Energy Savings
xS

R

= Virtualized environment uses 80% less
energy and 85% less floor space.

* [n 2010, will have doubled existing
capacity without increasing consumption
or impact.

= Virtualised and consolidated thousands of

servers onto approximately 30 mainframes.

= Additional virtualisation using distributed
systems and storage.

= Savings include energy, software and
system management and support.

On Demand IT Delivery

= Self-service for 3,000 IBM researchers
across eight countries.

= Real time integration of information and
business services.

ClOs 128 1
Host data

centers 155 7
Web hosting

centers 80 2
Network 31 1
Applications 15,000 4,700
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Next steps: getting started with cloud computing

«  Without a strategy, cloud computing can be a threat to the CIO
and IT

— Reduced control of IT services delivered over the Internet
— Perceived cost gap between a cloud service and traditional IT

« With a strategy, cloud computing is a huge opportunity for the
CIO

— Lower costs, more responsive IT, optimised delivery
— Greater range of services and capabilities
— Greater visibility in billing / chargeback to LOBs

— Better control of the users’ systems, desktops, and services
access
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Amongst the early adopters there are already clear patterns that
suggest a practical approach to cloud computing

Define cloud strategy and roadmap Condition the existing infrastructure for cloud

= Assess cloud deployment models, = Virtualise and automate existing systems

' ﬂs‘?\;' service options and workloads = Add Service Management, service catalogue
i i * Plan cloud strategy and roadmap

= Choose initial project

Plan & Prepare

Start with an isolated private cloud deployment

= Choose low-risk workload such as test and development
» Standardise applications and systems
. » Deploy self-service portal

Pilot & Deploy

Roll out cloud across the enterprise

» Enable additional workloads on private cloud
vl » Add new users
“=.y " Use trusted public cloud services to supplement data centre capabilities

Extend & vblve
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Development and Test workloads are well suited to cloud delivery.
A great place to start cloud deployment

= Development/Test environments are frequently an ideal workload with which to pilot cloud
technologies

— 30-50% of any given IT environment is devoted to test/dev purposes
— Yet most test servers run at less than 10% utilisation, if they are running at all !
— Setting up and taking down test environments is extremely labour-intensive, error prone and slow

— 30% of all defects are caused by wrongly configured test environments (It’s not the live production
environment)

= A Development/Test Cloud can enable faster time to innovation and lower the cost per unit
of innovation

— Testing backlog is often very long and single largest factor in the delay new application deployments

Analytics Collaboration Development Desktop and Infrastructure Business
and Test Devices Services
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Conclusions

Cloud is more of an evolution than a revolution.

Organisations are adopting cloud computing delivery models
today, with private cloud more likely place to start...but the
public cloud model has appeal and is growing

Although clients today are more interested in private cloud, we
found significant gaps in Service Management and
infrastructure readiness

Service Management is key for Cloud service providers.
However, there still may be Service Management implications
for Cloud consumers as well.

Cloud and Service Management strategies should go hand-in-
hand.

Development and Test workloads are a great place to start
with cloud.
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