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1 QUALITY OF DELIVERY AND
DEMAND DEVELOPMENT

e SLA standards

e Chain availability

e Incident reduction

e User satisfaction

e Price level > Market compability

e Scalability > Speed

Figure 17: Sample evolution of performance indicators

The starting point for planning reports is that in
principle, all data are available and can usually be
made available online in real time by suppliers. It is
important to determine which reports are relevant to
the management of improvement processes. This is
because many reports are never read, much less sent.
It is thus a matter of determining the indicators that
you will actually use. These will make up the dash-
board or the balanced score card, which you will use
to manage the relationship.

Client satisfaction

Client satisfaction is an important KPI for the outsour-
cing relationship and goes into the perceived quality,
whereas service level reports on the achieved service
levels indicate the measured quality.

A good zero measurement and a questionnaire tail-
ored to the population are essential to the customer
satisfaction survey. The results of periodic client
satisfaction surveys are used as input for the service
review discussion at the tactical level. The service
levels and the procedures that have been followed
may also be adjusted based on the results.

It is important to meet the following conditions in a
client satisfaction survey.
e the questions relate to the importance that the users

2 BUSINESS ALIGNMENT AND

INNOVATION

e Degree of flexibility

Time-to-market of new systems/services

e Scalability - integrate speed of

new Business unts
Number of succesfull innovation project
within innovation budget

attach to the various aspects of the service
e the results of the measurement can be translated
into actions that are noticeable to the users

The following measures can be taken to achieve and

guarantee client satisfaction:

e Designating service managers to explain the reports
on the services provided and to discuss them with
clients

e Instructing the service manager and the account
manager to work together to promptly receive
messages from clients and to translate them into
measures, and to provide advice on the use of IT
facilities

e Ad-hoc support to manage the perception of clients
directly in case of (incidental) underperformance to
prevent all incidents from being treated as problems

Division of responsibilities

IT responsibilities are highly decentralised in many
organisations, which results in highly fragmented deci-
sion-making. Thus, decisions on matters relating to
the deployment (and purchase) of IT, for instance, are
often made in several places within the organisation.
This fragmentation is an impediment to standardi-
sation and the reduction of IT-related costs. As long
as there is only an internal IT provider, at most it is
difficult for the IT department to do business with a
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non-transparent organisation with a large number

of decision-makers. Because, ultimately, the client’s
organisation and the internal IT provider have a
common goal: optimum quality at minimum cost. And
usually they are able to achieve this.

However, this “reassuring” argument does not hold
true for outsourcing. When you enter into a strategic
partnership with an external supplier, you expect

to cut costs and reduce the responsibilities of the
management.

Many organisations hardly introduce changes on the
demand side. This results in a complex playing field,
on which the same (or almost the same) service, for
instance, are purchased from different suppliers. This
entails the risk of failure to benefit from harmonisa-
tion, standardisation and economies of scale.

Thus, the organisation of the demand side within
organisations plays a crucial role in the success of
outsourcing relationships. The controlling organisation
must be well-equipped to fully understand and manage
the relationship with external suppliers so as to make
the most of the added value created by IT.

The importance of a good strategy

In many outsourcing programmes, organisations try
to centralise the IT function and carry out standardi-
sation, as well as outsource IT services to a limited
number of providers. It is very important to choose a
good strategy and determine what must be done first
and the steps to be taken.

Will you use outsourcing, for instance, as a tool to
enforce standardisation and centralisation and what
will you do if it fails? Or will you take a few steps in
the standardisation or centralisation process and then
choose the right momentum to carry out the outsour-
cing programme?

Many of the answers will depend on whether IT is
centrally or locally managed in your organisation.

It is important to address all these issues in an
outsourcing programme. Having a “fresh pair of eyes”
will not be enough to solve all your problems in one
go.

Main tasks of the controlling organisation

A clear division of responsibilities with the supplier

is crucial to an effective supervision of the sourcing
partner. You will always be responsible for all activi-
ties and tasks in the areas of policy and functionality,
while the provider will be responsible for implementing

and managing them day-to-day. You will lead based
on results, perhaps more than you are accustomed to.
The outsourcing partner is ultimately responsible for
the results and how they are achieved.

Expect both parties to meddle in each other’s affairs,
certainly at the start of the outsourcing relationship.
It is thus important to have clear agreements on

the division of tasks and responsibilities as early as
possible. These agreements will make the outsourcing
relationship more effective. It works both ways - as
the client, you will be more aware of the costs and

as a result, will avoid outsourcing more work than
necessary. Hidden costs will also be revealed. The
supplier, on the other hand, will become more rigorous
in managing based on results and will monitor the
budgets more closely.

The main tasks of a controlling organisation are as
follows:

e At the strategic level

IT strategy (in line with business strategy) and
information planning

Financial policy, contract planning

Innovation policy and architecture options
Benchmarking

Sourcing strategy and relationships with suppliers

e At the tactical level

- Contract management

- Programme management: (innovation) projects,
change programmes, transition
Definition and acceptance of new products and
services
Service level management and CSC
Monitoring and managing based on performance
indicators (balanced score card)
- Service Review and auditing

e At the operational level

- Service reports
Monitoring standard changes
Operational project management
- Resource planning
Invoice settlement

The controlling organisation manages the relationship
based on the different contracts, i.e. the framework
contract and any additional contracts and underlying
SLAs and/or CSCs.
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Figure 18: A sample governance model for supervising an IT partner

Distribution of roles

The employees of both parties fulfil different roles in

an outsourcing relationship. The most important roles

for the client’s employees are as follows:

e Information managers and functional managers
represent the different organisational units and
create the CSC in consultation with the in-house IT
organisation

e Contract managers monitor and maintain the
contractual relationship

e Service level managers monitor and manage the
service provision at the performance level

The most important roles within the supplier’s organi-

sation are as follows:

e The delivery manager is responsible for defining and
carrying out the service provision

e Contract and account managers monitor and
maintain the contractual relationship

e Service managers are responsible for reporting and
the daily operations

This leads to the communication model shown in
figure 20:

The importance of architecture

Enterprise architecture

Large organisations increasingly recognise the impor-
tance of enterprise architecture for governance in

an outsourcing relationship. An enterprise architec-
ture describes the processes, information systems,
personnel and the structure of the organisation as
fully as possible. This may either be a description of
the current situation or of the desired situation. In any
case, the enterprise architecture must define the core
values and the strategic direction of the organisation.
This way, all decisions (and outsourcing relationships)
can be linked to the company’s mission. The enterprise
architecture is thus the basis for the management of
demand and supply.

Zachman Framework

The Zachman Framework is the most commonly used
model for enterprise architecture. This framework links
the stakeholders (planner, owner, designer, builder and
subcontractor) to the six most important questions
(what, how, where, who, when and why) in a matrix
model.
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Figure 19 Operating model and roles

MANAGEMENT
Business-IT alignment
Inormation planning

RELATIONSHIP

IT
Reporting & analysis
Improvements

CONTRACT

BUSINESS
Changes to PDC
Client satisfaction

SERVICE

USERS
SPOC

DELIVERY

Figure 20: Consultation structure

AGENDA

Board meeting
Strategic relationship (long-term), innovation,
developments with regard to both organisations

Contract Review meeting

Service provision, long-term agreements, IT
developments, contract evaluation, project
definition

Change Advisory Board

Service Review meeting

Monitoring service specification and levels,
coordinating service delivery, invoicing and costs,
Client satisfaction, market compatibility, progress
of projects, capacity planning

Operational meeting
Daily operational implementation in line with
Service specifications and levels
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Figure 21: Architecture framework according to BiSL

However, developing the enterprise architecture
according to the Zachman Framework (or comparable
models) is an enormous task. This is why organisa-
tions often use simplified models when drawing up
specifications in tenders.

The objective, however, is to monitor the supplier at a
strategic level after signing the contract. It is neces-
sary to keep the responsibilities of both the demand
and the supply organisations clear. A practical descrip-
tion of the separation between demand and supply
architectures can be found in the Business Information
Service Library (BiSL) (see Figure 21).

In the business domain, the policy and the developments

in the organisation are translated into a policy model.
The policy model describes the business processes, in
which the clients, suppliers, products, organisation and
the infrastructure of the processes are highlighted.

In the functional management domain, information
architecture will be developed and used as the model of
information provision in the organisation.

All the facilities that are necessary to operate the
information systems are described in the exploitation
architecture, under the technical management domain.
Finally, the system architecture and the develop-

ment architecture fall within the domain of application
management.
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Figure 22: Architecture

Another classification can be made according to orga-
nisation, systems and infrastructure. The separation
between demand and supply usually overlaps with the
systems domain.

In a tendering process, the challenge for the parties

is to clarify the individual roles and responsibilities.
Mutual trust in the ability of the parties to fulfil these
roles is a decisive factor for success. After all, the goal
of outsourcing is often to cut costs and/or to benefit
from better services. The supplier is expected to fully
make use of his knowledge and skills at the lowest
price possible. This can only be achieved by giving him
the space to design the supply architectures in such

a way that they fit into the “fabric” of the supplier.
However, if you include technical requirements in an
exhaustive enterprise architecture, the supplier will
not have enough space to make use of best practices,
automated processes and economies of scale.

TECHNICAL
SUBDESIGN

FUNCTIONAL
SUBDESIGN

Reference architecture

Most suppliers have developed a reference architec-
ture, which covers a whole range of technological
options, best practices and management processes.
This is what they intend to use as a basis for providing
their clients with the desired economies of scale, a
stable provision of services and innovative power.

The trick is to adapt the reference architecture to suit
the situation of the client, and to keep it flexible so
that it can be tailored to the client’s needs. This can
be done not only during the tendering phase, but also
in later stages, e.g. when carrying out further innova-
tions in the environment.

The process from the perspective of the supplier is
illustrated in figure 22.

If it is good, the enterprise architecture (on the
demand side) is described in as much detail as
possible.
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This architecture will be translated into a functional
design, which will be sent to the supplier. The supplier
will link his own reference architecture to this functi-
onal design, resulting in a so-called pre-sales design
with a translation of the functional requirements into a
design or main points.

Afterwards, the pre-sales design will be translated

into a migration design. Together with the pre-sales
design, this will form the basis for the supplier’s
proposal to meet the functional requirements. In

this phase, the supplier will weigh the requirements
against his own reference architecture. Eventually,
there may be a slight discrepancy between the actual
requirements and the service provided, which is in fact
the supplier’s interpretation of the requirements.

In a joint effort, the client and the supplier must fina-
lise the architecture, which will form the basis for
various subdesigns and a final migration plan. The
top-down and bottom-up approaches to architecture
are brought together in this process, with all the
efforts and misunderstandings arising from it.

At this point, the importance of a reference architec-
ture also becomes clear. The supplier can explain and
justify discrepancies against his reference architecture
which can affect the provision of services in terms of
costs, duration, service levels and continuity. The final
decision will be made by the client, who can decide on
the basis of the business case, whether some require-
ments can be changed, or whether they are worth the
added cost.
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Good IT governance

IS an important
precondition for utilising
the innovative power

of an outsourcing

relationship.
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/7 Success factors

Usually, a small group of people from both parties

is actively involved in negotiating an outsourcing
programme contract. They draw up the contract toge-
ther and develop it down to the last detail. This results
in a lack of communication with the supporters. After
signing the contract, new personnel will be deployed
on both sides and tasked with ensuring compliance
with the agreements and the actual delivery and/or
monitoring of the required services. At this point, it
is crucial that they are informed of both the details of
the contract and of the ‘spirit’ of the agreements.

The outsourcing party must always be in charge of
the outsourcing programme. During the preparation
stage, the policy and the strategy must be raised to
a professional level. This will enable you to steer the
outsourcing programme in the right direction and to
manage the process well. You can do this by crea-
ting a group which will focus on contact and contract
management in your outsourcing relationships.

Top 10

The strategic character of outsourcing implies a close
and long-term relationship between the outsour-

cing organisation and the supplier. Openness, honest
communication and transparency on the mutual objec-
tives of the outsourcing programme are thus essential.
Next is a list of the top 10 success factors for an
outsourcing programme based on our experience.

10.

Formulate clear objectives, common interests and
realistic expectations.

Ensure a good cultural match between the partners
with continuous management of the relationship
and open communication at all levels.

Consider the outsourcing programme as a change
programme (both technologically, organisationally
and for the employees) and remember it

also involves emotions, cultural aspects and
communication needs.

Ensure continuity, stability and commitment as
these will determine the future of the relationship
to a large extent.

Free up adequate staff to work on the outsourcing
project, both on the side of the client and on the
side of the supplier.

Make sure the division of responsibilities for the
service provision is clear.

Pay attention to transparency. Provide a clear
tailored operating mechanism for the outsourcing
relationship, such as service levels, penalty clauses
and incentive systems.

Make sure the management and the processes that
define the desired level of professionalism in the
partnership are set up.

Make sure the supplier understands your business
processes and your current and future market(s).
Remember that changing the services (from
capacity sourcing to strategic sourcing) will also
change the role of the relationship.
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Conclusion

In this book, we have hopefully given you a taste of
our own experience of outsourcing. It is not exhaus-
tive, but we hope that it has provided sufficient points
of departure for readers needing to think of how best
to provide services to today’s successful organisations.

In Chapter 4, we saw how the definition of outsourcing
varies from person to person and from organisation to
organisation. To some, the transfer of personnel (HR)
is crucial, to some it's not; to some, the transfer of
assets is essential, while to others, it's not - and the
list goes on.

Sometimes it can be useful to stand back from the
detail and to focus on the big picture. And that was
what we wanted to achieve with this book. Ultimately,
outsourcing is about optimising the way services are
provided to your organisation, and building and main-
taining the relationships that are necessary.

The landscape in which organisations operate is
constantly changing, and adapting to it is always a
challenge - but use the right approach, you will be
richly rewarded.
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