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Foreword

ISO (the International Organization for Standardization) is a worldwide federation of national standards
bodies (ISO member bodies). The work of preparing International Standards is normally carried out
through ISO technical committees. Each member body interested in a subject for which a technical
committee has been established has the right to be represented on that committee. International
organizations, governmental and non-governmental, in liaison with ISO, also take part in the work.
ISO collaborates closely with the International Electrotechnical Commission (IEC) on all matters of
electrotechnical standardization.

fenance are
bded for the
ce with the

editgrial rules of the ISO/IEC Directives, Part 2 (see www.iso.org/directives).

Atteption is drawn to the possibility that some of the elements of this documént-may be the subject of
patept rights. ISO shall not be held responsible for identifying any or all such\patent right4. Details of
any patent rights identified during the development of the document wilf'bein the Introdudtion and/or
on the ISO list of patent declarations received (see www.iso.org/patents);

Any|trade name used in this document is information given for thé convenience of users ajnd does not
congtitute an endorsement.

For pn explanation on the meaning of ISO specific terms*and expressions related to|conformity
assepsment, as well as information about ISO’s adherencette’the WTO principles in the Technical Barriers
to Tade (TBT) see the following URL: Foreword - Supplementary information

The pommittee responsible for this document is Project Committee ISO/PC 259, Outsourcing.
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Introdu

ction

Around the globe, outsourcing is increasingly an opportunity to add value, tap into a resource base
and/or mitigate risk. This International Standard aims to provide general guidance for outsourcing for
any organization in any sector. It provides a vocabulary for outsourcing practitioners across all industry
sectors. It includes typical outsourcing concepts to improve the understanding of all stakeholders, by

providing a

set of practices that can be used to manage the outsourcing life cycle.

Outsourcing is a business model for the delivery of a product or service to a client by a provider, as an
alternative to the provision of those products or services within the client organization, where:

— theout
— resourd
— the pro
— the ser)

— the cli
perfort

This Intern
sourcing sti

Continuation or termination of an outsourcing arrangement foftns an integral part of the outsout

life cycle. Cq
option is fe
sourcing sti
of this Inter

This Intern

a) covers

definitipns for the terms, concepts, and processes that are considered good practice;

b) providg

c) providg

to suit industry-specific réquirements;

d) canbe

e) aims to

sourcing process is based on a sourcing decision (make or buy);

es can be transferred to the provider;

vider is responsible for delivering outsourced services for an agreed period‘of time;
Fices can be transferred from an existing provider to another;

ent is accountable for the outsourced services and the prowider is responsiblg
hing them.

ntional Standard starts with the precondition that an organization has already establis}
ategy and concluded that outsourcing might be a benefi€ial"approach.

ntinuation commences as long as the outsourcing business case is valid and the outsouf
isible within the sourcing portfolio. The decisioh’to continue or terminate outsourcing
ategy option is an outcome from the sourcingiprocess of the client and is outside the s
national Standard.

htional Standard:

the entire outsourcing life cyclejin four phases, as depicted in Figure 2, and proy

s detailed guidance on the outsourcing life cycle, processes and their outputs;

s a generic and industryy independent foundation, which can be supplemented and tail

ised before, dring and after the decision is made to outsource;

enable mutnally beneficial collaborative relationships.

provider si

The descri$tion of*each outsourcing phase provides information for the client side as well ag

e

for

led a

cing
cing
asa
Cope

rides

pred

the
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Guidance on outsourcing

1 Scope

This International Standard covers the main phases, processes and governance aspects of outsourcing,
independent of size and sectors of industry and commerce. It is intended to provide a good foundation

to eEMLwMWMM&MMMMMw
thropghout the contractual period.

This

This
intei
labo

This
of th
with
resp|

This
fort
serv
fit th

This
such

International Standard gives guidance on:

bood outsourcing governance for the mutual benefit of client and provider;

dentifying risks involved with outsourcing;
enabling mutually beneficial collaborative relationships.

International Standard can be tailored and extended to-industry-specific needs to ac

i, health and safety), the size of the outsourcing arrangement and the type of industry

International Standard recognizes that the various stakeholders act separately in s
e outsourcing life cycle and together in others, It is not possible to exclusively allocat
in the outsourcing life cycle to either clientdrprovider. For each outsourcing arrangem
onsibility is intended to be interpreted accordingly and tailored by the user.

International Standard is intended to-relate to any outsourcing relationship, whether
he first time or not, using a singleprovider or multi-provider model, or draft agreemer
ices or outcomes. Processes mentioned in this International Standard are intended to b
e outsourcing strategy andumaturity of the client and provider organizations.

International Standard(isintended to be used by outsourcing clients, providers and p1
as:

Hecision makers@nd their empowered representatives;

hll stakeholders engaged in facilitating the creation and/or management of
hrrangenTents;

staff at-all levels of experience in outsourcing.

rangements

[lexibility of outsourcing arrangements, accommodating changing busifiess requiremeits;

commodate

national, national and local laws and regulations (including those related to the efpvironment,

sector.

bme phases
e processes
ent, process

butsourcing
ts based on
b tailored to

actitioners,

butsourcing

2 Normative references

There are no normative references.

3 Terms and definitions

For the purposes of this document, the following terms and definitions apply.

3.1

baseline
agreed reference value or set of values which can be derived from past experience, often used for
comparing with ongoing performance data, values and/or outcomes

© IS0 2014 - All rights reserved
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3.2
business case
structured proposal for business improvement that functions as a decision package for decision-makers

Note 1toentry: The business case should explain why outsourcingisrequired for the business and what the product
or service is going to be. It should include an outline of the return on investment (ROI), or a cost/benefit analysis,
the performance characteristics, major project risks and the opportunities. The business case addresses, at a high
level, the business needs that the outsourcing project seeks to meet. It includes the reasons for outsourcing, the
expected business benefits, the options considered with reasons for rejecting or carrying forward each option,

the expected

[SOURCE: ISO/TR 25104:2008, 3.3, modified]

costs of the outsourcing project, a gap analysis and the expected risks.

3.3
client

individual ¢r group of organizations entering into an agreement with a provider forcproducts

services forn
[SOURCE: I§

3.4
due diligen
detailed ass
intellectual

3.5
frameworHK
documente

3.6
innovation
implement
method, or

[SOURCE: C

3.7
innovation|
joint manag
outsourced

Note 1 to enf
assessing eff]

Note 2 to enflry: The cémmittee usually has representatives from the client and the provider.

3.8
knowledge

t
iew organizational method in businesspractices, workplace organization or external relat

their own use

0 24803:2007, 3.2, modified]

ce
essment of one or more business processes or production lines, culture, assets, liabil
property, judicial and financial situation in order to make{he outsourcing decisions

| set of guidelines to create a common understandifig of the ways of working

ion of a new or significantly improved product (good or service), or process, new marke

EN/TS 16555-1:2013, 3.1]

and transformation committee
ement team that goyerns the process of managing innovation and transformation i
processes in orderto-enhance delivered value

prt, risk, timefo'market and sharing of costs and rewards.

dequisition

and

ties,

pting
ions

 the

ry: The committeefollows a mutually accepted procedure of evaluating the potential value imfpact,

process of 1

ocating, collecting, and refining Knowledge and converting 1t 1nto a form that can be Tur

processed by a knowledge-based system

[SOURCE: ISO/IEC 2382-31:1997, 31.01.04]

39

knowledge transfer
structured process of imparting pre-existing or acquired information to a team or a person, to help

them attain

arequired level of proficiency in skill

Note 1 to entry: Knowledge transfer is not a synonym for training.

© ISO 2014 - All rights res
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3.10
outsourcing
business model for the delivery of a product or services to a client by a provider

3.11

outsourcing arrangement

contractual arrangement between two or more organizations for the provision of specific services for a
fixed period of time, where one organization is the client for those services and the other organization
is the provider

3.12

Out§ouTTINgE EOVETTIance
jointl set of structures and processes that are implemented to ensure effective leadership and
manpgement, which enables an outsourcing arrangement to achieve its joint objectives| within the
framework of agreed values

outline of guidelines and processes that enables continual monitoring andymanagement of putsourcing

Note|1 to entry: In order to keep it relevant in a changing environment,the governing committde of the two

formalized concept of the scope of an outsourcing arrangement and how it is structured and carried out

nization that offers a product or service toa client

Note|1 to entry: The term “provider” within'this International Standard is used in a generic, singular fashion.
In prfactice, however, outsourcing arrangements may consist of many stakeholders or sub-contracfors involved
in one outsourcing arrangement. Often-they are supplemented by advisors and consultants fagilitating the
outsgurcing process.

3.16
responsibility matrix
chart that describes the,participation by various roles in completing tasks or deliverdbles for an
outspurcing arrangetment

3.17
retalined orgamnization
organizatienal’units and/or employee roles, retained within the client organization, providipg the client
intefface for the provider

31
service

product

result of activities performed by the provider according to the agreed scope, service levels and clientdemands

Note 1 to entry: Depending on the industry sector, it may be appropriate to use the term “product” rather than
“service”. Each industry uses specific terminology. This is also true for the distinction of delivering a product or a
service. Theoretically, any product or service is in fact a hybrid of both worlds. In the interests of readability, only
the term “service” is used throughout this International Standard.

© ISO 2014 - All rights reserved 3
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3.19
service catalogue
list of services that an organization provides to its clients or employees

Note 1 to entry: Each service within the catalogue typically includes a description of the service, timeframes or
service level agreements for fulfilling the service, who is entitled to request/view the service, costs (if any), and
how to fulfil the service.

3.20
service level agreement

dOC mente~l agranmant bhatiazaan tha cliont o d i dae th ot s d i fine copmyione o d capgion o ets
u —aereereRt-petween—the—erHentanaproviaerthatiaentibes—servicesana-servee—tat )

including prerequisites for service levels and measures for performance

3.21
sourcing sirategy
organizatiop’s action plan to obtain products and services that are essential to run itsybusiness i the
most effective and efficient manner

3.22
standard operating procedure
SOP
authorized,|documented procedure or set of procedures, work instructions and test instructionf for
production pnd control

[SOURCE: I§0 15378:2011, 3.58]

transformation
process of profound and radical change that orients an;:grganization in a new direction and takes it fo an
entirely different level of effectiveness

Note 1 to eptry: Unlike incremental change or continual improvement, transformation implies little ¢r no
resemblance|with the past configuration or structure.

3.24

transition
activities for migrating agreed upofl knowledge, assets, liabilities, systems, processes and people from
the client tq the provider in orderto create desired delivery capability

3.25
value
quantifiablg financial ersion-financial gain

4 Outsoprcing introduction and model

4.1 Contextual model of outsourcing

Organizations are complex systems, continually adapting to changes in their environment (see Figure 1).
They face many forms of pressure including those from ever-changing markets, political, social, economic
and technological factors. In order to survive, organizations need to constantly update their strategy
and realign to meet the demands from these complex challenges. They are in a state of constant flux,
adapting to the external changes and requirements. This may involve outsourcing arrangements. This
International Standard reflects the need to stay continuously aligned with the business and sourcing
strategy, building in the capability for change from the start of the outsourcing life cycle. This is done
not only by providing guidance in innovation, transformation and change, but also by providing a joint
outsourcing governance framework.

4 © ISO 2014 - All rights reserved
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Political, social and
economic changes

Organization

Business

strategy

Market Continuous alignment L Stake

It is

to fy
organization is able to make a’strategic choice on whether or not to have particular busine
provided in-house or by an éxtérnal organization.

4.2

Outdourcing givesorganizations several business opportunities. A client’s decision to outsourc

not driven by a Single reason. The following list gives the main reasons why organizations oultsource:

a)
b)

‘)
d)

4.3

requirement N l
changes Functional Sourcing
strategles strategy

N2 .
' Technology cha@&.
XN

Figure 1 — Contextual model of outsourcing

Reasons for outsourcing

[0 manage costs;

Strategy changes: sometimes an organization redefines itsbusiness on whatto create interng

common for organizations to have a business strategy and several functional strateglies in order
Ifil the overarching goals of.the organization. By adding sourcing strategy in this process, the

bs functions

b is typically

llyand what

access capabilities that are not available in-house;

may be provided externally: processes tormerly executed internally become eligible Tor out

sourcing;

transfer risks: especially in volatile markets clients may transfer risks by increasing the share of
variable cost, e.g. by transferring assets and/or staff benefitting from flexibility and scalability on

the provider side.

Risks of outsourcing

Outsourcing has advantages but also carries a number of risks. The key risks vary from sector to sector.
Some of the risks may be present, but the impact of the risk differs for each service that is eligible for
outsourcing. Management should assess the presumed organizational value and risks before reaching

© IS0 2014 - All rights reserved
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an informed outsourcing decision. The following key risks need to be considered within the outsourcing
life cycle in order to improve the chance of success.

a)

b)

d)

f)

g)

Standard provide

Absence of a strategy: Outsourcing contributes a risk to the overall effectiveness of the organization
ifno formal strategy and vision is set by the leadership of the client. Outsourcing should be a carefully
chosen strategy based on sound business decisions.

Poor understanding of environment dynamics: As explained in 4.1, an organization constantly
struggles to create equilibrium with its surroundings. In many cases this may affect the outsourcing
arrangement, forcing changes to be able to deliver value. Adaptability becomes more important
when dealing w1th outsourcmg core processes, for example by adding innovation or change services
to the ¢
facilitate collaboratlve busmess relationships.

Blind fpcus on cost reduction: Although outsourcing can lead to substantial cost lredudtion,
an organization should pay attention to the overall impact and risks of outsourcing. By doing
this organizations can factor in issues that could occur, particularly those who-are relatjvely
inexpetienced in outsourcing and who often tend to focus too much on cost reduction. Organizations
tend to underestimate the set of outsourcing governance processes and the staff required to mapage
the dempand and integration as well as monitoring and steering of the provider. This often results in
an overlly optimistic or unrealistic business case.

Undereptimated business impact: outsourcing: Especially when it eohicerns core business procefses,
canhavgeaprofoundand unexpected effectonaclient’s culture, worknrorale and businessrelationships.
Therefqre, clear visible strategic leadership is required to guide:the organizational change.

Poor cujtural compatibility: An outsourcing arrangement gefierally covers a certain period. During this
period, flient and provider should collaborate on differentievels. If the organizational and management
culture|differ significantly, conflicts and disputes are often managed in an ineffective manner. A dlient
should ynderstand the work dynamics in order to be-able to search for a suitable provider.

derstanding of the process: Transferring responsibility and control are key elements of
outsoulcing. During an outsourcing arrangement, the client’s understanding of the process may fade.
ay change jobs and the providér may make changes to the process. Clear understandiphg of
the progesses from start to finish is important for a successful start and the inevitable exit. Hencg, it is
importgnt to understand the arrangements around knowledge management and intellectual property.

ationship management:-Outsourcing is by definition a relationship between stakeholders
success of the relationship is the most fundamental factor in the success of the arrangement
stakeholders. A'successful relationship should often ensure that problems, which|will
inevitably arise in everyyarrangement, are able to be effectively addressed. A poor relationship jmay,

bbtain the de51red Value and mitigate I'lSkS assoc1ated Wlth outsourcmg, thls Internat onal
' ' pport

stakeholders to understand

the outsourcing life cycle and outsourcing governance;

the joint processes (demand and supply) that the client and provider should establish, managing the
outsourcing arrangement;

how they can ensure flexibility to changing business requirements;
how they can ensure the delivery of desired value;

how they can ensure collaborative business relationships.

© ISO 2014 - All rights reserved
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4.4.1 Overview of the outsourcing life cycle model

4.4.1.1 General

Outsourcing governance is at the heart of the outsourcing life cycle model. Figure 2 highlights its
function in continuously monitoring, evaluating and directing all phases of the outsourcing life cycle.
Good governance practices are at the core of the outsourcing life cycle model.

Each of the four phases contains a set of processes which address:

a) its purpose;

b) main activities to be performed; ,\b‘

P

c¢) Kkey success factors; .
d) main inputs and outputs. (OQQ

This|set of processes can be tailored to meet the requirements of any outsoQDcmg arrangenpent.

O

Each process within a phase is written in a similar fashion addressi e purpose of the process and
the main activities to be performed, the key success factors and theé\am inputs and outputs.

This| subclause identifies, apart from several outsourcing go@ance practices, additionall items that
contfibute to good governance.

N\

Figure 2 — Outsourcing life cycle model

4.4.1.2 Outsourcing governance

Outsourcing governance is at the heart of the outsourcing model. The outsourcing governance practices
are an enabler for effective strategic leadership of the outsourcing arrangement and the realization of
its desired value.

Within the outsourcinglife cycle, governance involves the development of processes which bring together
the appropriate level of management from both the client and the provider(s) to work side by side on

© ISO 2014 - All rights reserved 7
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an ongoing basis in order to maintain an optimal alignment of ambition and interest of all stakeholders
involved in the outsourcing relationship throughout the outsourcing life cycle.

4.4.1.3 Phase 1: Outsourcing strategy analysis

The first phase is “outsourcing strategy analysis”. The purpose of this phase is to initiate and evaluate
outsourcing opportunities and establish and maintain an outsourcing strategy that meets business
goals and requirements. Only then will the client be able to fully assess the value that outsourcing might
bring to their organization and the feasibility of the outsourcing options available. The nature of this

phase is predominantly client-based.

44.1.4 Plllase 2: Initiation and selection

The second
for propose
outsourcing
linkbetwee
proposes aj
are to be id
outsourcing
during tran

could be st¢pped and information fed back to phase 1 for analysis of-all outsourcing opportuniti

risks are ac
submitted 4

4.4.1.5 Phase 3: Transition

The third p
capabilities
transfer of
intensively
service deli
governance,
quality ang
committeeq
trained and|

By formal s
accepted. T
A new busi
“transition’
is not being
This means
decision do

phase is “initiation and selection”. The purpose of this phase is to specify the requirem
d services to outsource, to select adequate providers, and to successfully establish
agreements. It should be fully aligned with 4.4.1.3 with the governance praetices bein
hthe processesand thisbeingled and driven by senior management. In this phase the proy
| outsourcing solution based on client requirements. Within this phase several framew
entified and subsequently created in order to be able to deliver theServices and manag

sfer. If the business case imposes too much risk or uncertainty, the outsourcing prd

Ceptable agreements should be signed, moving to the nextphase. All decision document
p the outsourcing governance processes for approval by.senior management.

hase is “transition”. The purpose of this phaseis to enable the provider to establish deli
in their environment. These are used in phase 4 (“deliver value”). The transition may inc
staff, assets and related change management procedures. The client and provider {
fogether during the “pilot and handover” process. Thereby the provider is able to fulfil
very responsibility agreed with theclient. After establishing the delivery and outsout
processes, these are tested in order to ensure that the processes are delivering the reqy
performance. These tests\should also demonstrate that the outsourcing govern

be formally committed\td their roles and responsibilities.

gn-off, the responéibility is transferred to the provider and residual risks are assessed
he developed business case should be changed according to the experience during trar
hess case baseline is set after incorporating all experience during transition. During
phase it might become clear that outsourcing is more expensive and a viable business
achieved. Although difficult, abandonment of the outsourcing process should be consids
that phase 1 is to be triggered, reassessing the outsourcing strategy benefits and creat
curient for the leadership.

ents
the
b the
rider
orks
b the

arrangement. The developed business case will be changed dccording to the experience

cess
bs, If
5 are

very
lude
vork
their
cing
ired
ance

are provided with the adequate information. Governance committee members should be

and
sfer.
F the
case
bred.
nga

4.4.1.6 Phase 4: Deliver value

The fourth phase is “deliver value”. The purpose of this phase is to ensure that both the client and
provider realize and sustain the value of the outsourcing arrangement according to the defined business
case and ambitions. In this phase the focus is predominantly on the provider and service provision is
monitored by the client. The name of this phase reflects the fact that value to the client or provider may
change over time and is not expressed in an agreement alone. When an agreement is made for a longer
period, alignment of ambitions and interest within outsourcing governance will trigger changes to be
made in “deliver value”.

Therefore, a diverse set of processes should be run in order to achieve results, ensure consistent
performance and improve where possible. In this phase some processes may not be required for
all outsourcing arrangements. For example processes such as “deliver innovation” and “deliver

© ISO 2014 - All rights reserved
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transformation” may not be required in all cases. These processes are identified as complementary
processes. Those services ensure the capability to create and implement radical changes to the service
portfolio and meet changing client and market demands. This phase ends with preparation of the
contract evaluation which will be used in governance to assess the results.

When conducting an exit from the current outsourcing arrangement, 5.5.4.5 and Annex [ provide
guidance on the different scenarios.

4.5

Summary of main outsourcing life cycle outputs

Each phase of the outsourcing life cycle provides for main outputs that are re-used in the next phase.
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t from phase-specific outputs, the business case is one of the most important outgh‘t
exists in each phase of the outsourcing life cycle. The business case starts atﬁ? fin
Ling the initial high-level business case. It includes both qualitative and quantitative
econd phase the business case is detailed. If the business case does not sh Uﬁ:e requi
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Figure 3 — Main outputs of the outsourcing life cycle output model

=)

/”—P/

Repeating the outsourcing life cycle

The end of phase 4 in the outsourcing life cycle model is often the beginning of phase 1 as the outsourcing
life cycle repeats. The next iteration of the outsourcing life cycle is depicted in Figure 2 by the arrow
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from phase 4 to phase 1. The repeat of the outsourcing life cycle often occurs with the same client-
provider outsourcing relationship.

Repetition of the outsourcing life cycle will be influenced by many complex factors. Identifying these
factors, and interpretation of their impact, should occur during phase 4 and at the start of phase 1 (see
6.2). This is the role of the governance framework (see 5.5.4.2 and 5.5.4.5) relying on information from
the “continuation or end of agreement preparation” (see 9.12).

If the outsourcing life cycle continues in a second or further repetition, many of the activities in phases
1, 2, 3 are shortened compared to the first iteration, because most of the pre-requisite activities have
been completed. Phase 1, 2, 3 deliverables should be revisited and revised, but this can occur more
rapidly thathe firsttimeAs orgamnizations develop maturity 1T thelr OutSourcing eXperience jthey

should becd

5 Outso

5.1 Gene
The purpos

interaction

outsourcing

decisions, i
clientand p

me efficient in managing and executing the outsourcing life cycle model.

urcing governance framework

ral

e of the “outsourcing governance framework” section is to setZout the client-proy
processes, customs, policies and joint management committees which facilitate
life cycle and relationships. Governance enables the joint-leadership to make effe
h order to create the desired value and facilitate changing)business requirements fo
ovider involved.

rider

the
Ctive
" the

Through the joint management and delivery teams outsourcing governance monitors relationg
among maily stakeholders. The purpose of outsourcing gevernance is to efficiently and effect
monitor, evaluate and direct the outsourcing life cycle in a holistic manner in order to ensure the creg
of the desirgd strategic outcomes and mitigate risk.

hips
vely
ition

and
the
ions
ps. It
fycle

Outsourcing governance is necessary from the statt to the finish of an outsourcing arrangement
should inteprate the client and provider’s orgahizations as much as is required. Governance i
outsourcing context should be considered asta’ subset of the joint corporate management funcf
aiming to deliver innovation and value, and-mitigating risk to the client and provider’s business
should proyide continuity to the client dand ‘provider’s leadership throughout the outsourcing life
to ensure a [consistent and appropriatefocus on strategic outcomes and delivered value.

hance is critical to thessuccess of any outsourcing arrangement and can be described 3

formal decision-miaking framework to ensure alignment of the services provided int
business, technical and soufeing strategies of the client. Depending on a number of factors, outsouf
governance|should be tailored to accommodate the business needs of client and provider. The folloy
factors should be considéered:

a)
b)
‘)
d)

Good gover
appropriatg

S an

the
cing
ving

complekity ofthe’services contracted;

businedsdmpact of the services contracted, e.g. strategic versus commodity;

geographical coverage;

corporate management structure of client and provider’s organizations, e.g. divisions, business
units, regions;

e)
f)
g)

business relationship between client and provider;
commitment to collaborative working;
management culture and behaviours.

Governance will also mature over time to reflect developing mutual levels of trust and confidence. It will
also be impacted by the changing business needs of the stakeholders and the nature of the relationship
as it develops.

10 © ISO 2014 - All rights reserved


https://standardsiso.com/api/?name=db9558489aeb74b429a751407a44b036

ISO 37500:2014(E)

A collaborative business relationship between client and provider is also important and should be
considered as a key enabler of good governance. Outsourcing agreements will rightly focus on precise
solution definition and scope, term, performance metrics, commercial models and contractual terms and
conditions but should also clearly articulate the relationship intent and mutual expectations between
client and provider. These very real and often personal interests and expectations will have been formed
during the “initiation and selection” phase and will influence perceptions of success, irrespective of actual
delivery performance. It is crucial from the outset for the client and provider to establish and clearly
communicate jointly agreed expectations and goals which can be described within a business relationship
strategy. Such a strategy provides the business context for driving appropriate behaviours and attitudes,
and should influence the governance orientation i.e. the manner in which governance is conducted.

The pcope of governance within this outsourcing life cycle is to focus on the critical decisigns to achieve
the value in fulfilling the aspirations of the outsourcing relationship based on the followitig|principles:

— provide effective leadership that ensures the focus on the business strategy and imperatives;
— provide supervision and stewardship;

— pnable effective communication;

— pstablish ownership and control;

— foster the creation of value and enable innovative practices to flourish;

— pnable the delivery of quality services to meet business né€eds,

— patisfy the expectations of the stakeholders;

— hurture and enhance the business relationship, between client and provider;
— frive appropriate behaviours and attitudes;

— pnable effective decision making and niitigate risk;

— pversight on compliance;

— puild trust and confidence between client and provider.

5.2 | Management structure and functions

Each organization invelized in the outsourcing arrangement will have its own management structure
and (delivery teams;focused on providing the contracted service(s) based on jointly agredd roles and
responsibilities. However, it is essential that the organizations involve both client and pfovider, and
appqint empowered manager(s) who can provide appropriate leadership, and who are resgonsible and
accountableforthe development and implementation of the business relationship. The term “appropriate
leadgrship?is used for the empowered managers because outsourcing governance may takejmany types
and forms, for instance, major outsourcing arrangements require top management representatives.

Theappropriateleadership should ensure thatthereis mutual agreementto supportthejointprogramme,
together with a clear definition of management systems, authorities, performance expectations and the
creation of an appropriate operating environment to develop and maintain the ethos of collaboration
through defined behavioural principles.

5.3 Joint governance committees

Each outsourcing arrangement should have one or more governance committees to provide the necessary
supervision and direction to ensure the right value is delivered to meet the stated expectations. The
number of joint management governance committees and the meetings frequencies, attendees and
tasks should depend on the scope, size and complexity of the outsourcing arrangement. Each governance
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committee should have a clearly articulated charter, including scope, types of decision and reporting
lines established.

NOTE

Examples of typical governance committees and meetings structure are shown in Annex A.

Good governance requires the right people in position to come together at the right time to fulfil their
obligations to each other. As a minimum, outsourcing governance should include formal and scheduled
decision-making to enable effective management supervision, decision-making and intervention

where requ

ired.

The membership of the governance commlttees should be at the approprlate level with the right

delegated pe
should be s
people bei
being clear

A mapping
outsourced
one-to-one
Understand
in developil
consists of

ructured to ensure level setting of authority and empowerment Success will comexf:

g confident in their position, capable of making commitments to each other and aboy
bn their respective obligations.

of key roles of the relevant division or section of the organization engaged with
business within both client and provider organizations should be developed to ensure

ing these individual relationships and their roles within each onganization will also
g the client’s retained organization for the outsourced services: A retained organiz3
Foles that manage the outsourcing arrangement and provide information about the cli

needs. Having the appropriate retained organization is critical and wilkinclude (re)training the d

staff to effe

5.4 Appry

Rarely do

geographies,

for client ar
provider th

Developing
differences

rtively manage the outsourcing arrangement.

eciation of cultural differences

fwo organizations have identical cultures and” mind-sets, as these are shaped by
the markets in which they operate, the company’s size and past experiences. It is impo}
d provider to appreciate and respect differénces that are likely to exist between client
Foughout the life cycle.

strong relationships requires inyestiment and effort in understanding and appreciatin
that could exist. This could include the following:

the
each

relationship is described in terms of authority mandates, responsibilities-and accountabhility.

help
ition
ent’s
lient

the
tant
and

b the

a) understanding and appreciating the:cultural context of both client and provider;
b) being aware of national cultures‘that influence organizational cultures;
c) considgring organizational-eultural elements, such as:

1) prdferred decisionstyles;

2) corjporate values;

3) cormmunication preferences;

4) organisationalpractices;

5) socialization;

6) formal/informal;

7) individualistic/collective decision making;

8) ethical standards;

9) attitude towards risk taking.

Many outsourcing benefits such as continual improvement and innovation could be nurtured if an
environment of empowerment exists.
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In addition, different units in different regions within organizations could exhibit variations on the
different cultural elements that are shaped by the national cultures.

5.5 Processes of outsourcing governance

5.5.1 General

Governance is first established in the “outsourcing strategy analysis” phase, refined and set in motion
in phase 2, “initiation and selection”, and permeates phases 3 and 4, “transition” and “deliver value”.
Depending on the importance of the provider to the client’s core value chain processes, the client may

invo
key

conrfect with the outsourcing life cycle phases.

ve-the provider-trthe“outsourcingstrategy anatysts*phase-itselfespectally-if the
brovider and is privy to trade secrets and procedures. Table 1 sets out how governang

Table 1 — Summary outsourcing governance practices

rovider is a
e processes

Governance practices

Outsourcing strategy
analysis (5.5.4.2)

Initiation and selection
(5.5.4.3)

Transition (5(5.4:4)

Deliver ¥

alue (5.5.4.5)

1. Develop and maintain Identified from business Proposed and agreed Established Alignment of joint
joint pbjectives (5.5.2) objectives in preparation objectives
2. Esfablish governance Identified from business Proposed and agreed Transition committee is |Governafce committees

direcf the outsourcing life

and/or good industry prac-

comnpittee (5.5.3) and/or good industry prac- performing start performing
tice in preparation
3. M¢nitor, evaluate and Identified from business Proposed and agreed Setup Executinp and review

cycle|(5.5.4) tice in preparation

5.5.2 Develop and maintain joint objectives

The |purpose of the “develop and maintain-joint objectives” practice is to establish a jdint mission
stat¢ment, an outsourcing roadmap with kéy milestones and success criteria, along with social and
relafionship events. In addition to focusing on performance scorecards, metrics, etc., the client and
proyiider should also focus on softer €lements, relationship building, partner assimilation and dialogue.
A stfrong relationship is crucial to' creating successful outsourcing arrangements (BS 11j000-1:2010,
7.2.73, provides further information).

The main activities are:
a) fiscover mutual intérests;
b) Hevelop joint-ebjectives;

c) fefine required behaviours to achieve joint objectives;
d) Hirectthe innovation and change/service mix portfolios.

BLLCCESS Fﬂf‘f{“‘Q are.

Key

— leaders with positive collaborative behaviours will encourage relationship building;
— openness and transparency about the interests of each client and provider;

— realism that client and provider invest resources to facilitate the required outcomes,
— win-win mindset and a longer term view.

The process uses and creates the inputs and outputs shown in Table 2.
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Table 2 — Develop and maintain joint objectives

Main input Main outputs

Business and functional strategies of client and provider to realign
to joint objectives and interests

Joint ambitions and outcomes

Directives on innovation, transformation and change

5.5.3 Establish governance committee

The purpose of the “establish governance committee” process is to build the key practices that the

committees would use in managing the outsourcing arrangement.

governance
The main a
a) identify
b) setupt
c) define ¢
d) staffing
e) identify

Key success
— having

establid
owners

The process

tivities are:
governance committees;
he meeting structure and schedule;
harters for the governance committees;
governance committees timely and appropriately;
information reporting requirements.
factors are:
staff with appropriate level of authority and mandate;

hing clear accountability for conducting the geveérnance committee meetings and a
hip of scope, follow through and closure of actions.

uses and creates the inputs and outputs shewn in Table 3.

Table 3 — Establish-governance committee

sign

Main inputs Main outputs

Agreements

Outsourcing gq

Staffing of govd

Meeting schedules and governance charter

vernance framework Relationship matrix

rnance committee Responsibility matrix

5.5.4 Monitor, evaluate and'direct the outsourcing life cycle

5.5.4.1 G¢

The purpos
evaluate an

bneral

d direct the outsourcing life cycle phases by making well-informed decisions.

The main activities are:

a)
b)
c)
d)
€)
f)
g)

evaluat

14

manage business case and risk;

assess and seek to foster relationships;

e and manage changes, renewal or terminate agreements;

manage disputes and escalations;
manage the change portfolio and/or service mix;
manage the innovation and transformation portfolio if applicable;

manage deliver value reporting.

e of the “monitor, evaluate and direct the outsourcing life cycle” practice is to mopitor,
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fthe above activities should be assigned to the appropriate governance committee.

Key success factors are:

decisions allocated appropriately to the specified governance committees;
timeliness and accuracy of information provided to the governance committees;
satisfactory resolution of disputes;

mutual value creation;

The

emonstration or a win-win environment.

process uses and creates the inputs and outputs shown in Table 4.

Table 4 — Monitor, evaluate and direct the outsourcing life cycle

Main inputs Maimoutputs

All gd

Perfol

Trang

Busirjess case Resolved disputes

Risk,jcompliance, assessment reports Changed, renewed.or terminated agreements
Relatjonship assessment reports

Issue|reports

Chanpe portfolio reports

vernance decision information Decisions

rmance reports Investment decisions

formation initiative proposal

The
gove
agai
desi

5.5.4

Gove
gove
outs

in ofitsourcing modé€ls; aligned with business strategy and corporate goals, whilst mitiga

behg
Ago

to ensure that’all processes are conducted in a thorough and diligent manner and that eac

com

putputs and critical decision points from each’ outsourcing life cycle phase feed into the
rnance committees to enable them to menitor their status, evaluate how well they arj
hst the aspirations and provide the necessary (re)direction in order to ensure they are a
red value. Further information on thé.decision points for each phase of the life cycle is proj

.2 Governance for phase ‘1 — Outsourcing strategy analysis

rnance for this phase igifrmost cases client-only and represents a subset of the client
rnance function. In some cases, providers can also participate as a consultant during thi
purcing strategy shoyild address the opportunities for increasing derived value from i

If of investors.

bliantwith agreed terms of reference. For instance a strategy outsourcing committee, rep

Qppropriate
e delivering
Chieving the
Fided below.

s corporate
5 phase. The

1anestments

ing risk on

verning eommittee should be established to oversee the entire “outsourcing strategy analysis” phase

h process is
brting to the

lead

bitship, could be established to oversee all strategic sourcing processes and to ensure that

nll potential

sourcing options have been pursued rigorously. Meeting regularly within an agreed project timetable the
strategic outsourcing committee will ensure thorough consultation with stakeholders, integrity of the
business case for sourcing and mechanisms for protecting investments made in sourcing options.

From the “deliver value” process a contract evaluation document is provided. (See also 9.12) The
strategic leadership committee should evaluate the updated business case and the continuation criteria.
The continuation criteria should be based on the business case results, satisfaction levels and the
outsourcing strategy. If the criteria are met, then renewal of the contract may commence immediately
through phase 2 (“initiation and selection”). In other cases an advice is given whether or not to:

— renegotiate or redirect the current contract;

— setout for a new provider;
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— abandon outsourcing and reinstate in-house processes.

5.5.4.3 Governance for phase 2 - Initiation and selection
There are two aspects to governance for this phase. Firstly there is the governance of the phase itself.

a) Client internal: A governing committee should be established to oversee the entire “initiation and
selection” phase end-to-end to ensure appropriate consultation, process integrity, diligence and
efficacyinalldecision-making processes. The governing committee will establish control mechanisms
for each process to ensure all requirements, evaluation, selection and negotiation processes directly
support business goals and meet the business expectations of the client and provider.

b) Providgr internal: The provider should establish a formal governance committee of ‘Sgnior
represgntatives to provide strategy and direction to their solutions, commercial and &isk tepms,
ensurirg that their value proposition is clear, concise and relevant to the client business“case.[This
governance committee will also ensure compliance with client selection processes and’seek to pffer
opportinities for additional client value.

c) Joint: The degree to which governance canbe jointly implemented largely depéhds on the commejrcial
stance ¢f the client and the role of advisors during the phase, but there are‘significant benefits fo be
gained from direct collaborative working with down-selected providers i.e. the final two or three
selectedl potential providers. Consider the advantages of allowing’closer working arrangenjents
during the final selection process to:

— endure alignment of ambitions and interests;

— endure alignment of proposed solutions with requireraents;

— rur} joint workshops to reach agreement on specific points of interest;
— ideptify opportunities for additional value;

— estpblish clarity of roles and responsibilities;

— ideptify third parties and stakeholders affected;

— mappage deliverables against agreed timelines and milestones;

— address potentially costly misinterpretation and cultural mismatch;
— fac]litate recommendations to be made cooperatively;

— mifigate againstrisk during contractual negotiation;

— reljeve as miuch negative sentiment on change as possible.

The second|aspeet of governance during this phase is the jointly agreed definition of the outsoufcing
governance| during “transition” and “deliver value”. This may be described by the client in fheir
requirements defimition Process and,;/or reviewed during the evaluation/Setection process but it is
crucial that post contract governance is thought through carefully by both client and provider, and
defined clearly within the agreement (see Annex F).

5.5.4.4 Governance for phase 3 - Transition

Governance during this phase provides the robust management of all projects and programmes related
to the successful transition of services from the client or current provider to the current or next provider.
This critical phase should be subject to close supervision and scrutiny to ensure:

— mitigation against possible business disruption during service;

— continuing development of a positive relationship between all stakeholders - testing of commitments
to the relationship success;
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services are transferred on time and to budget;

that ongoing governance is implemented and proven;
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all transition programmes and project activities are resourced appropriately and on time;

the viability, quality and integrity of services transferred into the “deliver value” phase;

that key resources from client and provider are maintained during phase 2, 3 and well into phase 4.

This phase should be governed by a formal transition management committee or equivalent, jointly
staffed by client and provider. The individual roles and mandate of the transition management

com
the g
in ke
to ey
thro

NOTE

one
state

5.5.4

This
shoy
serv
man|
deci
relaf

The
com

overnance committees are established and management staffis allocated. It is cructal t
y resources are kept to a minimum at least across phases 3 and 4, “transition” and’“de|
isure that the necessary knowledge and experience on management level is continuous;
pghout the outsourcing life cycle.

L,
o

This International Standard is intended as guidance. For SMEs several Toles could be c
erson. Therefore, tailoring this International Standard to suit an organization’s needs is always
d in the Introduction.

.5 Governance for phase 4 - Deliver value

phase ensures that both client and provider realize the eXpected benefits. Governance
1d be jointly staffed and have a key role to play in previding supervision and control for
ices and obtaining the joint objectives. The goal of governance here is to provide formal
hgement mechanisms for reviewing performancef resolving issues, making effective ser
bions based on current and relevant informatien, and actively leading the development
ionship based on trust.

butputs from the “deliver value” processés'should be inputted to a number of outsourcing
mittees addressing specific aspects pfiservice delivery. Such committees will vary in siz

the industry legislative or regulatoryrequirements and may include:

strategy and relationship review committee;
service review committee;

rommercial reviewcommittee;

financial reviewscommittee;

Security and~compliance review committee;

Huality*and risk review committee;

mittee should be defined within the “initiation and selection” phase. Early in the “transition” phase,

hat changes
liver value”,
ly available

irried out by
required, as

committees
outsourced
and regular
vice related
bf a positive

governance
b, scope and

rhange control committee.

The strategic and relationship review committee will consistently monitor and review the outcomes
and derived value of outsourcing to ensure that the client’s business case is being continuously achieved
(see 9.3 and 9.11).

By definition, outsourcing arrangements do not last forever. An exit of an outsourcing arrangement may
be triggered by several events. Four situations are explained in Annex I to provide guidance on how to
use the outsourcing life cycle.

a) Theoutsourcing agreement has reached its expiration date and the delivery strategy of the provider
dictates that services are to be stopped. The client is forced to change to another provider or to
create delivery capacity again within their own facility.
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b) The outsourcing agreement has reached its expiration date and the sourcing strategy of the client
dictates that delivery should occur in house again or with another provider.

c¢) A fundamental dispute during the “deliver value” phase. Such a dispute may arise from several
sources be it financial, commercial or performance related. In all dispute cases the fundamental
quality of the relationship between organizations is being tested.

d) A premature no-go decision being made during the outsourcing life cycle.

6 Phase 1: Outsourcing strategy analysis

6.1 Gendral

The purpoge of the “outsourcing strategy analysis” phase is to evaluate and initiate outsoufcing
opportunitjes and also establish and maintain an outsourcing strategy that meets business goald and
requirements. By doing so, only then will the organization be able to:

a) fully aspess the value that outsourcing might bring to the organization;

b) fully aspess the feasibility of the outsourcing options available to the organization;
c) safegugrd the success of the process to achieve its potential value;

d) minimige negative consequences;

e) learn frjom experience.

The outsourcing process typically starts when the leadership'observe an outsourcing opportunity, such
as the folloying:

— it is clgar that current in-house services are too expensive, underperforming, below benchiark
levels or provide insufficient opportunities for Scalability;

— anorgahnization is developing a new service with unique specifications and the organization doef not
have the internal competencies, time, budget or desire to do so: as a consequence, the organization
intendd to outsource developmentand delivery to an external provider;

— if the current provider is deljvering services but not meeting agreement terms;
— currenf delivery is not oruo/longer in line with the organization’s strategy and goals;
— ifthe ofitsourcing contract is approaching its expiration date.

At any stage of the lifeycycle, the outsourcing strategy could also be reconsidered if there is any chpnge
in the orgarnization’s'sourcing strategy or if the (expected) value is not achievable.

iflifig to outsource, itis important that the implications are fully understood. To do so, a fu

)

outsourcing opportunities that will positively sustain business and sourcing strategy. Figure 4 also
shows two arrows from the “deliver value” phase. These are drawn to indicate that a termination or exit
needs to be processed for alignment to the sourcing strategy and to evaluate the current outsourcing
arrangement, benefits and satisfaction, before making a renewal decision within governance.

First check whether the necessary pre-work has been carried out (see 6.2). Furthermore, it is paramount
that the organization should get a good understanding of the services eligible for outsourcing (see 6.3) and
assess the organizational impact of outsourcing (see 6.4). When a detailed understanding has been created,
the organization can properly define the outsourcing strategy (see 6.5) and formulate a corresponding
business case describing the value that the outsourcing strategy will potentially deliver (see 6.6). The
leadership is then engaged to evaluate the strategy and the business case and decide on the course of
actions to be taken (see 6.7). When agreed to proceed, an outsourcing project should be set-up to execute
the outsourcing strategy (see 6.8) to create a new, renew or exit a current outsourcing arrangement.
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Figure 4 — Outsourcing strategy amstns funnel

The phase “outsourcing strategy analysis” is structured %£§ging to the process illustrated)in Figure 4.

%
)
a) fheck outsourcing prerequisites Q)$

N

b) pnderstand services eligible for outsour i’rpg
o\

The main activities in this process are to:

c) pssess organizational impact of ou;%h-rcing of services;
d) (efine outsourcing strategy; C)\

e) fevelop initial business c@ for outsourcing ;

f) pvaluate and decide; C)

g) petup outsourci%@Oject.

The main outpu@his phase are:

— hAnouts ing strategy;

— hnij ﬁ’a business case;

R

5
oore

— an execution plan, detailed for the next phase and high-level overview of the milestones of the
remainder of the outsourcing project.

6.2 Check outsourcing prerequisites

The purpose of the “check outsourcing prerequisites” process is to ensure that the organization carries
out the necessary preparation work before it continues with the outsourcing strategy analysis activities.

The main activities in this process are to:

a) access the latest business and functional strategies as well as the sourcing strategies and goals, and
ensure that these are specific enough to be able to judge and direct the outsourcing opportunity;
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b) ensure that the business and the business functions have been properly identified;

c) perform ahigh-level analysis to validate whether outsourcing initiatives will contribute to strategic
goals and consider current and future services, challenges and markets; decide to proceed with the
outsourcing strategy whenever all prerequisites are met.

Before going into each phase of the outsourcing life cycle, formal approval for the outcomes of the check
of prerequisites should be obtained from the appropriate leadership level.

Key success factors are:

iness andfunctiona ssed

— anup-to-dag ] 1nd [
at the appropriate leadership level;

— an up-to-date sourcing strategy document exists and if not, this is addressed at the appropfiate
leadership level;

— the appropriate leadership levels are made aware, understand, accept and support the identfified
potentipl opportunities and benefits of outsourcing in relation to their strategy;

— early opportunities for outsourcing are in line with the business strategy ‘and goals and adequtely
addresg the business challenges and future services and markets;

— awarenless that outsourcing requires business transformation and-achange management appre¢ach.

The procesg uses and creates the inputs and outputs shown in Table 5.

Table 5 — Check outsourcing prerequisites

Main inputs Main outputs
Outsourcing ofportunities Validated early outsourcing initiatives
Business and fiinctional strategy and goals Decision to continue the outsourcing initiative by the appropriate

. leadership level
Sourcing stratdggy and goals

Functional strdtegy and goals

Challenges, futhre services and markets

6.3 Undgrstand services eligible for outsourcing

The purpost of the “understand’services eligible for outsourcing” process is to gather information about
the serviceq to be outsourced.This information enables organizations to:

— establigh scope of services eligible for outsourcing;

— undersfand the-feasibility of the outsourcing opportunities;

—

— establighbasic requirements to be used in the request for information and request for proposdl;

— compare current services with outsourced services.

By understanding the agreed formalized organizational processes, business processes, procedures and
guiding principles, the organization is able to clearly scope the services eligible for outsourcing and
manage the risks more appropriately. Enterprise process blueprints and models provide the framework
for ensuring that enterprise wide goals and policies are properly and accurately reflected in decision
making related to the outsourcing strategy.

The main activities in this process are:

a) identify services and specify boundaries, drill-down from enterprise model to service blueprints
and models addressing processes, people, tools and technologies;

b) identify the role of the service in the organization’s value chain;
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c) identify (strategic) importance of the service and possible restrictions for outsourcing;

d) identify underlying service elements, processes and interactions (can the service/process be
detached from the organization);

e) identify resources and assets, e.g. personnel, knowledge base, intellectual property, applications,
data, hardware or machinery;

f) determine service volumes, quality, costs, known risks and constraints;

g) identify current performance levels and their consistency;

h) penchmark current services on cost and/or performance;
i) |dentify targets of improvement and strategic constraints.
The nformation gathered here should be handed over to the next phase (see 7.2)-for further detailing.

Undé¢rstanding services eligible for outsourcingis the primary responsibility-ofithe leadership supported
by functional management, for example the operations manager. The leadership may also bg supported
by stiitably experienced outsourcing consultants.

Key puccess factors are:

— pvailability of accurate and objective performance datasen volumes, quality, costs, gresent unit
productivity trend, risks and constraints per service;

— rlear definition of scope and demarcation of services;
— pvailability of knowledge on organizational processes and service management;
— management commitment.

The process uses and creates the inputs and-outputs shown in Table 6.

Table 6 — Understand services eligible for outsourcing

Main inputs Main output

Servife descriptions Detailed information on potential services for outsoyrcing (combi-
nation of the main inputs
Agre¢d formalized organizational pyocesses puts)
Currgnt service level agreeménts/(SLAs) and agreements

Servife levels and metrics, yolumes, quality, costs, risks, con-
straipts

Assefand inventory list
Benchmark data

Busirjessdndiprocess documentation

6.4 Assess organizational impact of outsourcing of services

The purpose of the “assess organizational impact of outsourcing of services” process is to identify the
consequences of outsourcing. This can now be done since the organization has gained clarity on the
outsourcing opportunity (see 6.3). By exploring the strategic implications and risks, the organization’s
leadership can evaluate potential value and probability of success of outsourcing.

The main activities in this process are:

a) determine benefits of outsourcing compared to the current situation, i.e. positive contribution to
business, functional and sourcing strategy and goals and other benefits;

b) determine costs and sacrifices of outsourcing compared to current situation, i.e. negative
contribution to business, functional and sourcing strategy and goals and other costs;
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determine risks of outsourcing compared to current situation, i.e. potential negative influences on
achieving the business, impact on flexibility and agility, functional and sourcing strategy and goals,

and document this in the initial risk assessment;

NOTE
d)

For more guidance, see Annex B.

influences on achieving the business, functional and sourcing strategy and goals;

determ

e)
f)

determ

ine fulfilment of other requirements, e.g. compliance with laws and regulations;

ine outsource performance;

determine constraints of outsourcing compared to current situation, i.e. possible restrictive

create
impacts

g)

The benefit
also in qua
of outsourc
Annex C a li

Key success

sufficie
organiz

conseq

The process

an impact analysis report mentioning the benefits, costs, risks, constraints and’d
bd factors after outsourcing, depicting the best, worst and most likely case.

s of outsourcing should not only be expressed in financial and quantitative terms
itative terms such as employee morale or client and customer satisfaction. As the ef]
ing are at times unsettling, an organization should investigate the effects thoroughl
st is included of possible factors that might be impacted.

factors are:

nt rigour and inclusion of right disciplines whilst assessing-tlie impact of outsourcing o
ation;

lences of outsourcing are understood by the appropkiate level of management.

uses and creates the inputs and outputs shown:in*'Table 7.

Table 7 — Assess organizational impact of outsourcing of services

ther

but
Fects
y. In

1 the

Main input Main outputs

Detailed inforr

hation on potential services for outsourcing Initial risk assessment

Impact analysis reports

Benefit analysis reports

6.5 Defir

The purpos
prerequisit

The outsou
set of servid

le outsourcing strategy

e of the “défine outsourcing strategy” process is to formalize the business goals
s for outsourcing.

cingstrategy describes the organization’s overall approach for outsourcing consisting
es.and corresponding outsourcing opportunities. A selection of services may be combin

create a sp¢

and

of a
bd to

cific outsourcing scenario. A business case can then be created for each scenario.

Building an outsourcing strategy is not a single point-in-time action. Future changes to the business,
functional and sourcing strategies might invalidate or require changes to the outsourcing strategy.

The main activities in this process are to:

a) formulate outsourcing scenarios based on the impact analysis reports and create an outsourcing
strategy portfolio;

b) determine the requirements for outsourcing models and governance. The outsourcing model and
outsourcing governance specify the organizational layout, authority and responsibilities with
respect to the applicable service;

c) determine the organization’s risk management and control approach with respect to outsourcing;
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NOTE See Annex B and ISO 31000.

d) determine the organization’s provider selection approach;

0:2014(E)

e) determine the organization’s transfer and transformation approach. This includes a definition of
the organization’s human resources impact assessment method for outsourcing business cases.

An outsourcing strategy contains the following aspects.

Before proceeding to the next.phase of the outsourcing life cycle, formal approval for the

straf

The

requ
over
early

Key

Outsourcing goals: what are the primary goals, principles and constraints for determining the

outsourcing strategy, and what value should the outsourcing strategy deliver?

be outsourced and why?

br offshoring, limited tender, open tender.
[ype of relationship with the provider: The nature of the desired relationships depends
— the business impact of the outsourcing on the client’s core processes;
— whether the service is a commodity or specialized.

bcope document: Lists all business processes and systemis)permitted to outsource, s
categories to be outsourced and applicable geographies. Lists all areas and process
excluded from outsourcing.

Petailed strategy: Determine the consequencesy risks and underlying choices to imj
preferred outsourcing model.

High-level execution plan: The way iniwhich the aspects as listed above can be implems

High-level business case: Provide)insight in the financial and non-financial consequsg
preferred outsourcing model,

egy should be obtained'from the top leadership.

strategy process.is-also triggered if an exit decision is to be made or major reconsidg
ired. In this case€-the current outsourcing arrangement is to be validated if it is still al
all outsourcingstrategy and is providing the benefits as expected (see also 6.7 and Anne]

successfactors are:

Dutsourcing model: what combination of services, including people, process and/or teclhnology, can

Dutsourcing approach: for example single sourcing, multi-sourcing, domestic sour¢ing, near-shoring

on:

ervices and
es that are

blement the

Scenario selection criteria: The criteria by-which one selects the optimal outsourcing s¢lution.

nted.

nces of the

butsourcing

brations are
gned to the
K 1). Possible

' terminationrof an existing outsourcing contract may require (re)defining the outsourcing strategy.

Hata availability and quality to build a business case;

— clear long term goals;

— formal approval of the outsourcing strategy from appropriate leadership.

The process uses and creates the inputs and outputs shown in Table 8.
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Table 8 — Define outsourcing strategy

Main inputs Main outputs

Business strate,

Relevant functi

Initial business

Corporate gove

Outsourcing ev

Potential services for outsourcing

gy Outsourcing strategy

onal strategies Outsourcing model
wide risk assessment
rnance principles

aluation document

6.6 Develop initial business case(s) for outsourcing

The purposk of the “develop initial business case(s) for outsourcing” process is to help manageme
deciding whether the intended outsourcing strategy will meet the business and sourcing'strategy

goalsand d

“Develop in
deliverable
Based on thy
outsourcing
should be 1
managing t

The main aq
a) develop

b) approv
outsoul

The process;

btermine to what degree these are in line with the organization’s strategy:

itial business case(s) for outsourcing” is the process aimed at delivering a docume
ralled the business case. A business case should be prepared for each-outsourcing alterng
e results from the "assess organizational impact of outsourcingofisérvices” and the “d
strategy” processes, the initial business case can now be,déveloped. The business

ne value delivery.
tivities in this process are:
initial business case(s) (see Annex C);

h

e initial business case(s) by financial spensor, functional manager, process owng
cing sponsor.

uses and creates the inputs and outputs shown in Table 9.

Table 9 — Define initial business case(s) for outsourcing

nt in

and

nted

tive.

bfine

case

efined at each subsequent phase and serve as an important management instrumenit for

or

Main inputs Main output

Impact analysi
Benefit analysi

Outsourcing st

k reports

reports Initial business case(s)

ategy

6.7 Evaluate and decide

The purpos
strategy an

b of the“evaluate and decide” processis to decide whether or not to proceed with the prop
d implications, as set out in the respective processes of “define outsourcing strategy”,

psed
DT to

consider th

b continuation of an existing outsourcing arrangement.

The decision should be made on the basis of the facts presented in the business case and the information
gathered in the previous phases and includes quantitative and qualitative arguments. The decision
should positively contribute to the business, functional, sourcing and outsourcing strategy. In case the
analysis shows a negative outcome, the decision for outsourcing should be reconsidered and possibly
abandoned. More broadly stated, a decision should be made based on the proposal that has the highest
potential and acceptable business risk. This trade-off should be clear.

The main activities in this process are to:

a) prepare a decision document comprising the outsourcing strategy and business case;

b) formal

24

approval and mandate to execute outsourcing strategy;
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c) when applicable, evaluate the current expiring outsourcing arrangement. (See also Annex [ for
terminating an existing outsourcing arrangements.)

Key success factors are:
— involvement and alignment of stakeholders;
— decision based on quantitative and qualitative arguments.

The process uses and creates the inputs and outputs shown in Table 10.

R —

Main inputs Main output

Outsqurcing strategy Decision document
Busiress case

Outsqurcing evaluation document

6.8 | Set up outsourcing project

The purpose of the “set up outsourcing project” process is to develop a detailed assignment and install a
projectteamin charge of carrying outthe “initiation and selection®and the “transition” phase|Realization
of thle outsourcing arrangement should be considered a projecteffort, as it is a multifunctiopal step-out
fron) business as usual.

The main activities in this process are:

a) freate a project charter, determine the projéct boundaries in terms of costs, scopg and time,
hcceptance criteria, timelines, milestones, gévernance, project team, top leadership, etd;

-

b) pll key-roles defined in the project charter should be appointed;

c) provide evaluation criteria;

d) Dprief project team and initiate communication with stakeholders;

e) pstablish the outsourcing'gevernance framework and practices (see Clause 5).
NOTE See SO 21500 for further guidance on project management.

Key puccess factors.are:

— the appropriate level of management is appointed owner of the outsourcing projgct and will
provide mandate;

— hpdeguate and competent resources are assigned;

J— the” annranriate loauvel of m gamont chawe cammitmaont to tho ovnlaratian Af 4 n W OSSIble
tHE— P PO pHiate ey er—or—hahd e e oo W o co e et O—he—Exprotaao—o+——t

strategic direction;

— realistic timeframe for project.

The process uses and creates the inputs and outputs shown in Table 11.

Table 11 — Set-up outsourcing project

Main input Main outputs

Positive decision to outsource Installed outsourcing project team
Initiated governance processes

Outsourcing project management plan
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7

Phase 2: Initiation and selection

7.1 General

The purpose of the “initiation and selection” phase is to specify the requirements for outsourcing,
the identified outsourcing goals, to select adequate providers and to successfully establish the
outsourcing agreements.

The phase begins being based on a positive decision on the outsourcing project in the “outsourcing
strategy analysis” phase. It ends when the outsourcing agreements are successfully established.

This phase fonsists of the following processes:

a)
b)
0)
d)
€)
f)
g)

The main ofitputs of this phase are:

7.2 Detajl requiredsérvices

detail required services;

detail gqutsourcing model;

define 3greement requirements and structure;
identify potential providers;

shortlidt providers;

outlinejagreements;

negotiafte and establish agreements.

detailedl outsourcing model;
record pf provider selection process (audit trail);
selectedl provider;

signed putsourcing agreements;

detaileE business case;
detailedl risk assessment;

transitjon plan.

The purposk of the-‘déetail required services” process is to develop a detailed description of all seryices

identified i
necessary information for providing the services, e.g. input, output, required results, and responsibil
The servic i i i i

the VYoutsourcing strategy analysis” phase. These service descriptions should include all

“identify potential providers” (see 7.5) and “shortlist providers” (see 7.6). Service requirements
constitute an essential part of the future outsourcing agreement.

The main activities in this process are:

a)
b)
‘)
d)
e)

26

create template for detailed and consistent service description from a business point of view;
describe current and required services including requirements and outcomes;

assess the currentand forecasted quality and quantity structure (service levels) of the required services;
define pricing structure;

define business impact metrics and key performance indicators (KPIs);
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f) assure completeness and validity of the service descriptions;

g) assure adequacy of service levels and pricing structure;

h) assure validity of the quality and quantity structure;

0:2014(E)

i) identify service boundaries and interactions between client and provider or third parties;

j) update the business case;

k) update the risk assessment.

e and project-oriented services. Deflmng the service descrlptlon should 1nclude an 1d
hnsformational needs that might originate from outsourcing these services.

success factors are:

nvolvement of knowledgeable service owners to ensure complete and a¢curate service
hnd requirements;

Feliable information on quantity and quality requirements;

agher than on
entification

description

— Bhccurate identification and definition of technical requirements based on the service d¢scription.
The process uses and creates the inputs and outputs shown in Table 12.
Table 12 — Detail required services

Main inputs Main outputs
Positjve decision on the outsourcing project Service requirement specifications
Initiall business case Updated business case
Initial risk analysis Updated risk analysis
7.3 | Detail outsourcing model
The |purpose of the “detail Outsourcing model” process is to detail the outsourcing nodel from
the [outsourcing strategy analysis” phase into a specific tailored outsourcing model for the scope
and |assignment at hand._The outsourcing model should reflect whether the required dervices are
standardized or customized and provide adequate flexibility.
The main activities\in this process are to define the requirements from a client perspective|for:
a) putsoureing governance;
b) |nnevation management;
) bransitHenmanagement
d) change management;
e) assetand knowledge management;
f) quality and performance management (see ISO 9001 for further information);
g) delivery (see ISO/IEC 20000for further information on IT outsourcing);
h) commercial and financial arrangements;
i) risk, audit and compliance (see ISO 31000, ISO/IEC 27001 and ISO 19011 for further information);

NOTE DIN SPEC 1041 provides a concise description of relevant frameworks.

© IS0 2014 - All rights reserved

27


https://standardsiso.com/api/?name=db9558489aeb74b429a751407a44b036

ISO 37500:2014(E)

j) business continuity (see ISO 22301 for further information);

1) provider management inclusive retained organization. A provider may be involved to assist a client
with this process.

m) socially responsible outsourcing

The requirements form the basis for the definition of necessary frameworks (e.g. delivery framework,
compliance, risk and audit framework etc.). Each framework should include a specification of the
relevant structure, processes, roles and responsibilities for the purpose of a joint management process.
They need to be updated and adjusted when a provider is selected.

Key succesd factors are:

— alignment of outsourcing model with the defined business case;
— considgration of cultural aspects;

— designipg frameworks that enable effective joint decision making.

The procesg uses and creates the inputs and outputs shown in Table 13.

Table 13 — Detail outsourcing model

Main inputs Main output

Outsourcing mpdel Detailed outsourcing'model
Outsourcing stfategy

Updated busingss case

Service requirdment specifications

Relationship mptrix

7.4 Defije agreement requirements and structure

The purposk of the “define agreement requirements and structure” process is to define an agreement
structure gnd to identify and draft ¢he mandatory and optional components of the prospettive
agreement(f).

The main agtivities in this process)dare:
a) reviewexisting agreements or related documents for reference;

b) consult stakeholders where applicable (e.g. service recipients, current service owners, workers’
council| legal, tax‘purchasing, IT, finance, quality management, environmental, research|and
develogment, intellectual property and security departments);

c) define dgreement requirements;

d) ensure completeness of identified requirements;
e) ifapplicable define agreement structure;
f) if applicable draft agreements and non disclosure agreement for the request for proposal process.

Depending on the outsourcing arrangement, specific aspects (quality, environmental and/or company
regulations, etc.) need to be considered and to be reflected in the draft agreements. They should at least
include generic terms, conditions and the duration of the contract.

NOTE For further information, see Annex F.
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Key success factors are:

— consideration of all relevant laws and regulations;

— alignment of agreements with the business strategy and business case;

— involvement of all stakeholders, including legal support.

The process uses and creates the inputs and outputs shown in Table 14.

Table 14 — Define agreement requirements and structure

Servi

Reley

Main inputs Main outputs
Outsqurcing strategy Draft version of outsourcing agreements
Initiall business case Draft non-disclosure agreement (NDA)
Detailed outsourcing model

Releviant internal policies

Ce requirement specifications

ant laws and regulations

7.5

The
eval

One
pote

Identify potential providers

purpose of the “identify potential providers” process is.to assess the market to ide]
1ate all potential providers based on defined selectign ¢riteria.

or all of the following information gatheringcmethods should be considered for
ntial providers:

company internal inquiry, e.g. preferred provider list;
bnquiry of business networks;

market research and (benchmark);studies;

Fequest for information;

egal requirements affecting or restricting identification methods (public tende
Fegulations, purchasing regulations, etc.).

E 1 For furtherGnformation see Annex D.

main activiti€sin this process are:

create avhigh-level evaluation matrix or methodology as a basis for weighting and
Hifferent information aspects;

itify and to

identifying

" laws and

ranking the

b)
‘)

in case of a request for information, requested information should be specified by the client and

provided by the provider;

NOTE 2  Annex D provides typical topics included in a request for information.

d) the provider should elaborate unique capability, options, benefits, considerations that will impact

e)

client expectations;
compare offered services and terms and conditions to:
1) service requirement specification;

2) requirements originating from the defined outsourcing and governance model;

© IS0 2014 - All rights reserved

29


https://standardsiso.com/api/?name=db9558489aeb74b429a751407a44b036

ISO 37500

3)
f)

:2014(E)

requirements originating from the draft outsourcing agreement.

matrix or methodology;

g)
Typical cate

select candidates for the “shortlist providers” process.

gories of evaluation criteria used in the evaluation matrix are:

fit to outsourcing strategy;

fit to service requirements;

compal

relative

busines
econon|

Key success
— transpg
— balancg

— identify

The process

cultural fit;

y type;

size of the provider;

s risks that may pertain to process, financial, continuity, geopolitical) currency, m4
ic, partner viability, supply chain etc.

factors are:

rent, clear and consistent selection criteria;

between quantitative and qualitative criteria;

ing adequate and relevant providers is the key to-&successful selection process.

uses and creates the inputs and outputs shown in Table 15.

Table 15 — Identify(potential providers

draft and prepare a list of potential providers weighted and ranked according to the evaluation

Cro-

Main inputs Main outputs

Service requirg
Detailed outso

Draft outsourc

ment specifications Request for information

rcing model High-level evaluation matrix
ng agreements List of potential providers

Record of provider selection process (audit trail)

7.6 Shor

The purpos
considered

The main a

Hist providers

b of the “shertlist providers” process is to make an informed decision on which provider
Lo be the(shortlisted providers for entering the agreement negotiations.

tivitiesin this process are:

S are

detail t

a)
b)
‘)
d)
€)
f)
g)
h)

30

prepare one harmonised request for proposal (see Annex E);

send out the request for proposal to the identified potential providers;

provider to prepare and submit proposals to the client;

handle information requests to clarify requirements and intentions;

analyse and rank the received proposals based on the evaluation matrix;

carry out provider proposal meetings between the client and selected providers;

obtain a more detailed proposal from selected providers, if required;
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i) update the ranking;

j) draft and prepare a list of shortlisted providers ranked according to the evaluation matrix or
methodology;

k) select candidates for the “outline agreements” and “negotiate and establish agreements” processes.

The evaluation matrixshould generally be defined in the preceding process “identify potential providers”.
The evaluation criteria should be detailed in this process and should be considered for the preparation
of the request for proposal.

With

the received proposals from the potential providers more precise information is

vailable to

the ¢lient for evaluating the candidates. The received information should be considered\f
the ¢valuation matrix and for identifying candidates for the “outline agreements” and “ng
estaplish agreements” processes.

Lega
prog

Depénding on the outsourcing arrangement and available potential providers, several sele|
might be necessary.

Key puccess factors are:

— fransparent, clear and consistent application of selection ériteria;
— hdequate weighting of quantitative and qualitative c¥iteria;

— pood understanding of management values and‘culture.

The process uses and creates the inputs and outpiits shown in Table 16.

| requirements might mandate publishing the selection criteria and weighting for the
osal, and keeping record of the selection process.

Table 16— Shortlist providers

br updating
gotiate and

request for

ction cycles

Main inputs Main outputs
List of potential providers Request for proposal
High{level evaluation matrix and criteria Detailed evaluation matrix and criteria
Draftjoutsourcing agreements List of shortlisted providers
Recoxd of provider selection process (audit trail) Updated record of provider selection process (audit ffrail)
7.7 | Outline agreements
The purpose of the “outline agreements” process is to draft, discuss and consent on all agrgements for
the qutsourcing relationship with one or more shortlisted providers, depending on policy and regulatory
requirements.
The main activities in this process-are:

a) perform due diligence investigations and further narrow down shortlisted providers (candidates
identified for negotiation) for next activities;

b) prepare a mutual agreement document that outlines the following:

1) restrictions and limitations from client and provider side;

2) service descriptions and levels, approved service catalogue;

3) terms and conditions;

4) post-service guarantee issues

5) detailed outsourcing model including relevant frameworks;
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6) drafttransition plan (see Annex G for further information);
7) draft transformation plan;
8) baselining methodology;
9) exit management;
c) review and legally assess the outsourcing agreements;

d) update the business case if applicable;

e) identifyopenissues for negotiations.

Key succesq factors are:

— definitipn of adequate service levels especially in respect to a cost-benefit consideration,
— mutualjagreement on all aspects of the outsourcing relationship.

The procesg uses and creates the inputs and outputs shown in Table 17.

Table 17 — Outline agreements

Main inputs Main outputs
Shortlisted prdviders List of candidates identified for negotiation
Service requirdment specification Updated business'ease
Draft outsourcing agreements Due diligencereport
Detailed outsofircing model Draft agheement documents including:

- Master agreement

= Terms and conditions

Service agreements

Service catalogue

Service descriptions

Service level
- Detailed outsourcing model, including relevant frameworks

- Transition plan

Transformation plan

Exit management

Additional agreements

- NDA

7.8 Neg0|tiate and establish agreements

The purpose of the “negotiate and establish agreements” process is to negotiate the agreements and
have them signed by the client and the finally selected provider.

Depending on the results of the “shortlist provider” and “outline agreements” processes, negotiations
can take place between the client and one or more negotiation candidate(s).

The main activities in this process are:
a) negotiate agreements;
b) negotiate quality, volume and price;

c) finally select the appropriate provider;
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d) conduct alegal, compliance and risk review;

e) sign-off the agreements;

f) update business case and risk assessment.

Key success factors are:

— consideration of restrictions on client and provider side;

— adequate balance between qualitative and quantitative aspects;

— [dentiffcation of potential diSagreements that shoutd be addressed and sotved I the Tggotiate and
bstablish agreements” process;

— rlear understanding of the outsourcing governance and management culture;
— rlear understanding of joint activities, effort and cost for transition;

— rlear understanding of transformation and/or service change expectations after transifion;
— [lear tasks, roles and responsibilities.

The process uses and creates the inputs and outputs shown in Table18.

Table 18 — Negotiate and establish agreements

Main inputs Main outputs
List of candidates identified for negotiation Updated business case
Mutuplly finalized agreements documents Signed agreements documents including:

Master agreement

Service agreements

Terms and conditions

Exit management
- Service catalogue
- Service descriptions

Service level

Detailed outsourcing model, including relevant frapneworks

Transition plan

Transformation plan
- Additional agreements

- NDA

8 Phase 3: Transition

8.1 General

The purpose of the “transition” phase is to enable the provider to establish delivery capabilities that
are set into full operation in the “deliver value” phase. By establishing these capabilities, the provider
prepares the foundation for being able to fulfil its service delivery responsibilities. Most often the
provider transfers an already existing service from the client’s internal functions or from an incumbent
provider if the service is already outsourced. The phase commences after the selection of the provider
in the “initiation and selection” phase with the signing of the outsourcing agreements. This phase uses
the following outputs from the “initiation and selection” phase:

— agreed solutions as specified in the agreements, terms and conditions;
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— service agreements, requirement specifications, service catalogue and descriptions, service levels;
— detailed outsourcing model and updated business case;
— transition plan.

Active participation of the client throughout this phase along with collaborative planning is essential
for success of this phase. Transition managers of both client and provider should have the common
objective of meeting the project goals and should ensure that all stakeholders are updated, both internal
and external (see ISO 21500).

The phase ends when the delivery capability is confirmed according to agreed specifications. The
transfer of responsibility to the provider is initiated after key stakeholders reviewed the perforimpnce
test resultd and grant their sign-off, highlighting the client’s confidence in the providerdelivery
capability ajnd accept the residual risk. The business case should be updated and this, togethérwith the
performande level obtained, should form the baseline for evaluation purposes.

This phase fonsists of the following processes:

a) establigh transition project team;

b) establigh outsourcing governance;

c) refine delivery framework and transition plan;

d) refine knowledge acquisition;

e) executq transition of knowledge, people, processes and technology;
f) deploy the quality, risk, audit and compliance frameworks;
g) deploy psset and knowledge management framewaork;

h) deploy felivery type frameworks;

i) testsenvice delivery capability;

j)  pilot and handover;

The main ofitputs of this phase are:

— establighed delivery capability;

— baselingd business case}

— formal pign off transfer.

8.2 Establish transition project team

The purpose of the "establish transition project team” process is to define the needed roles and
responsibilities and assign resources for the “transition” phase.

The main activities in this process are:
a) setup atransition project team;
b) setup atransfer management committee and define meeting frequency;

c¢) demarcate and articulate responsibilities of transition managers from the involved client and
provider by establishing a responsibility matrix at the beginning of this phase. Develop the project
team structure that would define the reporting framework;

d) identify members of the core transition team who would support the transition managers;
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define, assign roles and responsibilities to the individual transition team members of both client
and provider;

if applicable, the client should consider a change manager to facilitate a seamless restructuring
of the team resultant from services outsourcing. This is to ensure negligible impact to employee
morale and no business impact.

Key success factors are:

The

both transition managers should be trained or have the competency for the task, such as facilitating,
communication, and conflict/issues resolution skills;

the transition management committee should appreciate the sensitive nature of the, putsourcing
strategy, especially while communicating to employees and existing providers, se-as t¢ reduce the
Fisk of resistance to outsourcing.

process uses and creates the inputs and outputs shown in Table 19.

Table 19 — Establish transition project team

Main inputs Main outputs
Mast¢r agreement Communication and‘escalation procedures
Servife agreements Transition management committee and other contacf details
Addifional agreements Refined responsibility matrix
Trangition plan
Resp¢nsibility matrix
Envijonment description

8.3

The
of thle “transition” phase and to establishthe outsourcing governance.

The

a)
b)
‘)
d)
€)
f)
g)

h)

Establish outsourcing governance

purpose of the “establish outsourcing:governance” process is to establish the smooth cpordination

main activities in this process.are:

Feview of the agreed outsourcing governance by client and provider;
dentify and assign/peeple to the appropriate roles defined in the outsourcing governarjce;
provide work enyironment and infrastructure if applicable;
et up cominunication channels, protocols, escalation templates and governance reports;

F'rain people according to their roles;

yalidate if roles and responsibilities are understood and can be performed;

define process for project progress evaluation and review of the key project documents and
deliverables;

implement plan for periodic updates, review committees, infrastructure and templates.

Key success factors are:

active involvement of the joint leadership in periodic transition reviews;
leadership commitment of the client and provider involved;

continuity of allocated management resources: they should remain in place during the “transition”
phase as well as going to the “deliver value” phase. discontinuities of leadership causes serious
loss of context;
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e communication, regular updates among key stakeholders at client and provider;

— timely resolution to top priority issues and exceptions.

NOTE

For further information, see Clause 5 on governance.

The process uses and creates the inputs and outputs shown in Table 20.

Table 20 — Establish outsourcing governance

Main inputs Main output

Relationship

Outsourcing gq
model

Transition play
Communicatio

Reporting fran

Refined respor al‘un}u_y TTatrix

mLtrix

o ; ; ST T |
OUtSOUTCITg SO VeT ITaIICe e tIgsS scIreoauie

vernance framework from the detailed outsourcing

, various agreements
h and escalation procedure

ework from the detailed outsourcing model

8.4 Refin

The purpos
the operati

selection” phase. (See also Annex G.)

e delivery frameworks and transition plan

e of the “refine delivery frameworks and transition plan” process is to review and elabq
pbnal frameworks and the detailed transition plan that was prepared in the “initiation

The main ag¢tivities in this process are:

a) refine the delivery framework by undertaking a gap-ahalysis, defining metrics and measuren
and peifformance management. ;

b) identify work environment and infrastructure requirements;

c) validat¢ capacity, people and volume priognoses;

d) identify people competency requirements for all roles;

e) updatejall the above framework documents;

f) develop detailed operational transition plans, highlight variances to original plan, if any;

g) managg¢ the implemefitdation and periodic review of transition plans, and sign-off from prq
owners and appropriate leadership of both client and provider;

h) initiate|procuretnent of machinery, software and regulatory licences, other activities that hg
lead tinpe;

i) create toles in accordance with proposed structure, agree capacity and framework requireme

j) refine business continuity framework (see ISO 22301);

k) refine change management framework (see ISO/IEC 20000).

Key success factors are:

for resolving exceptions;

commitment of process owners and management from both client and provider;

performance standards along interim goals where applicable;
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rate
and

ents

cess

ve a

ts;

involvement of appropriate leadership in accordance with project milestones and whenever needed

analysis of historical process performance and current baseline measures to help forecast
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— validate country specific language, compliance and legal requirements;
— identification of the critical path for managing transition activities.

The process uses and creates the inputs and outputs shown in Table 21.

Table 21 — Refine delivery frameworks and transition plan

Main inputs Main outputs
Due diligence report if applicable Updated framework documents
Delivery framework from the detailed outsourcing model Selected set of SOPs
Trangition plan Operational transition plan
Servike specification requirements Risk report
Procgss maps, blueprints, drawings if exists Capacity plans
Standard operating procedures (SOPs)
Detailed services baseline reports
Prop¢sed/historical capacity plans

8.5 | Refine knowledge acquisition

The |purpose of the “refine knowledge acquisition” process {s\to enable the provider tg obtain the
knowledge required for the service provision from the client or the existing provider. Thierefore, the
progess for knowledge acquisition defined in the original soliition needs to be refined for implpmentation.

The main activities in this process are:
a) refine of knowledge acquisition methodology-and knowledge assessment plan;

b) provide operational resources including-work environment and infrastructure by both client and
provider to support knowledge acquisition;

c) hcquire knowledge and documents' as appropriate. This should, at a minimum, inclyde detailed
business process documentation, SOPs, process maps and exception handling |procedures
Hescriptions;

d) fefine the ‘to be’ processes based on current processes if needed this should at a mininjum include
iworking instructions and detailed process maps exception handling procedures descriptions;

e) Hfevelop an updated management process which supports comprehensive capture of|knowledge,
hnd aid resolution to outstanding provider queries and clarifications.

Knoywledge ac¢quisition could include the following aids:

— formalpresentations;

J— nstructor-led fr:n'ning;
— focus groups;
— question and answer sessions;

— (documented) working experiences on the client machinery, systems and processing equipment
as applicable;

— existing business process documents, all business/system knowledge, that the client will document
or has documented.

Key success factors are:

— ajointly defined knowledge acquisition methodology and plan.
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The process uses and creates the inputs and outputs shown in Table 22.

Table 22 — Refine knowledge acquisition

Main inputs Main outputs

Due diligence report

Process maps, blueprints, drawings if exists
Selected set of SOPs

Current training manuals

System descriptions

System descriptions and process maps

the client, client’s customers, industry, etc.)
Refined SOPs

Glossary of used terms

Client’s business model (for the providers’ employees to understand

Agreed maintenance manuals

Agreed training manuals

8.6 Execute transition of knowledge, people, processes and technology

The purpoge of the “execute transition of knowledge, people, processes and technology” proce
ensuring a §ecure, complete and effective transition of required knowledge, people, processes and ¢
assets, and

technologies in order to assure that the services are installed ondiine, in accordance

SS 1S
lient
with

quality expgctations and within budget.

The main agtivities in this process are:

a) mobiliZing resources in accordance with agreed capacity plan:by-both client and provider;

b) provisipn of operational resources including work environment and infrastructure by both dlient

and prqvider;

c) ensuring all responsibilities have been transferred and relevant HR procedures have been follojved;

d) putting
standards and SOPs;

e) certifyIEgtrainers;
f) providi

g) ensuring that knowledge transfer is completed through appropriate means including trarlning
programmes/selfstudy, operational policies, procedures, practicesapplicableinthenewenviron

h) assessing, auditing and'certifying, if applicable;

i) ensuring that all periding changes/revisions to process, systems are implemented;
j)  ensurirlg smoeth'transfer for identified people and business related assets to the provider;

k) implementing (country-specific) compliance, security and legal procedures;

g user rights, access levelsyrestrictions, etc. at client and provider’s work environments;

in place all procedures, training cupricula and manuals, training plans, handputs,

ent;

1) implementing risk mitigation plans;

m) updating the documented exit management process.

Key success factors are:

— proactive communication to all affected stakeholders;

— analysed and identified gaps;

— the right people with the right competencies are in place;

— implemented risk mitigation plans.

The process uses and creates the inputs and outputs shown in Table 23.
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Table 23 — Execute transition of knowledge, people, processes and technology

the cl
Refin

Gloss

Maintenance manuals

Main inputs Main outputs
Revised detailed transition plan Transition report
System descriptions and process maps Assessed and/or certified trainers

Client’s business model (for the providers’ employees to understand | Detailed training manuals and aids

ient, client’s customers, industry, etc.)

ed SOPs

Risk report
Updated exit management process

fused t
ary of used terms Updated SOPs

Trainfing manuals

Refined responsibility matrix

Trainfing plans

8.7 | Deploy the quality, risk, audit and compliance frameworks

The purpose of the “deploy the quality, risk, audit and compliance frameworks” process is t¢ implement

the quality, risk, audit and compliance framework that is refined in 8.4.

The main activities in this process are:

a) provide work environment and assign roles to resources;

b) ket-up audit criteria, e.g. company standards, relevant.external standards, legal requirdments;

c) |mplement mechanism for getting information ffom both a client and provider's perfofmance and
Huality management teams;

d) Jmplement risk management framework in¢luding reporting (see also ISO 31000);

e) |mplementaudit and compliance frantework and reporting;

f) |mplement performance framewaork including reporting.

Repgrts are being passed on tojoth client and provider by the established joint governance ¢gommittees.

Key

success factors are:

[imely status updaté/meetings and review of action items to maintain compliance;
hnalysed and-identified gaps and risks;

Client involyement in audit and calibration of the deployed frameworks;

huditors with assigned roles and with appropriate competencies.

The

rocess uses and creates the inpnt‘c and outputs shown in Table 24

Table 24 — Deploy the quality, risk, audit and compliance frameworks

Main inputs Main outputs

Existing quality, risk, auditing and compliance manuals
Information on process performance including KPI metrics

Quality, risk, audit and compliance framework from the detailed
outsourcing model Quality, risk, audit and compliance plan

ance framework

Benchmark analysis plan

Outsourcing agreements Process improvement plan

Measurement systems and calibration set-up

Feedback mechanism

Risk report on the installation of the quality, risk, audit and compli-
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8.8 Deploy asset and knowledge management framework

The purpose of the “deploy asset and knowledge management framework” process is to implement the
asset and knowledge management framework.

The main activities in this process are:

a)
b)

c)

providing operational resources including asset and knowledge management infrastructure;
assigning resources and introduce tasks and responsibilities;

training and certifying resources;

d)
e)
£)

Key success

imple

implem

— approp
— periodi

The process

implementing the record management policy for the maintenance of currency of recerds.

enting a mechanism for periodic process updates and associate skill verification plan;

enting policies, procedures and templates;

factors are:
Fiate software tool support for asset and knowledge management;
c review of knowledge records concerning relevance, accuraCy and content quality.

uses and creates the inputs and outputs shown in Table\25.

Table 25 — Deploy asset and knowledge management framework

Main inputs Main outputs

Responsibility
Capacity plan

System descrip
Revised detailg
Functional doc|

Refined SOPs

matrix Available operational resources including asset and knowledg

mahdgement infrastructure

. Provisioned infrastructure
tions and process maps

. Trained resources
d transition plan

limentation

8.9 Depl

The purpos
framework

The main aq

a) providg

py delivery framewaorks

b of the “deploy delivery frameworks” process is to implement the different types of deli
5 that have beén developed in 8.4.

tivities imthis process are:

envitenment and infrastructure;

very

b) assigni

esources according to capacity plan and introduce tasks and responsibilities;

<)

implement staffing plan (schedule, shift plan if applicable);

d) query and clarification resolution mechanism;

e)

implement policy, procedures and controls including templates for documentation.

Key success factors are:

40

production planning and deploying appropriate controls;
evaluation of change for impact on service delivery;

documented clear communication and escalation procedures for service delivery;
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— recovery timelines planned in line with business needs;

— set up of disaster recovery team that would lead the recovery when the business continuity plan
(BCP) is invoked.

The process uses and creates the inputs and outputs shown in Table 26.

Table 26 — Deploy delivery frameworks

Main inputs Main outputs

Updated framework documents Work environment and infrastructure

Outsqurcing agreements Established service and/or production capabilities

Capagity plan Production planning and controls

Revided detailed transition plan Staff plan and schedules

Refinked SOPs Delivery team structure set-up

Busirjess continuity framework from the detailed outsourcing Provisioned contingency environrhent and team

modd| Implemented communication and’escalation process
Implemented delivery, buSiness continuity and change management
framework

8.1( Test service delivery capability

The purpose of the “test service delivery capability” process is to describe and ensure a cgmplete and
effeqtive testing of delivery capability, applicable frameworks, and knowledge transfer effectiveness
and governance process before sign-off of the “transitign” phase.

The main activities in this process are:
a) ftestreadiness of work environment, health’and safety measures, access control;

b) test of all systems, machinery, assembly or process lines, applications and cominunications
Channels concerning functionality,capacity, security, response time, availability and r¢dundancy -
hs applicable;

c) testofinformation security)i.e. access rights, access levels, restrictions, exceptions if afy;
d) testofincident and problem management procedures;

e) festand/or auditfinancial reporting quality;

f) testand/or audit performance reporting quality;

g) [nvoke business continuity plans and response team capability;

h) testapplicable frameworks that have been deployed;

i) testthe people skills for working on process, with systems and applications and ability to perform
desired tasks/job and produce output.

This process describes and ensures a complete and effective risk-based testing of these processes and
deliverables as a result of the transition activities. The test results form the basis for recommending
commencement of the pilot phase.

Key success factors are:
— client and provider’s commitment to fulfilling the predefined acceptance criteria;
— early involvement of the testing teams;

— preservation and maintenance of the test artefacts;
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— management and resolving of detected issues and remaining risks;
— not fast tracking, ensuring this phase is performed rigorously.

The process uses and creates the inputs and outputs shown in Table 27.

Table 27 — Test service delivery capability

Main inputs Main outputs
Acceptance criteria according to the outsourcing agreements Test artefacts, protocol (audit trail)
Test procedures, instructions and forms Test reports
System descrigtions and process maps Recommendation commencement to pilot phase

Capacity report

Risk report

Issue report

8.11 Pilotland handover

The purpoge of the “pilot and handover” process is to perform the delivery processes at a gmall
percentage|of full load and gradually step-up to full load leading to, cGtover to the provider.| The
transition management committee should exercise a balanced decisionto ensure mutual interests are
considered,|and appropriate decisions made on the next steps. The{ransition management commijttee
could reconpmend any of the following decisions:

— Progresgs in accordance with cutover plan, increase provider capacity while decreasing existing
providdr or its staff.

— Re-establish the particular process that is underperforming against plan, this however would dfilute
the outpourcing business case.

— Continye service delivery in its present form;-and defer movement of the particular outsourcing to
the proyider.

The main agtivities in this process are:
a) commepce with integrated testing’of service quality across all machinery and people groups;

b) perform the pilot run bythe’provider in accordance with plan, including at 100% expectdd or
standard loads (not defined], consolidate performance results;

c) reviewlthe increasedn-volume/quality of performance (metrics) in comparison with the plans;
d) presentlpilotperformanceresultsand recommendations to the appropriate jointgovernance committee;

e) hand oyersprocess formally according to the mutually agreed go-live plan;

f) refinetheformal handingover documentior moving responsibiiity 100% to the provider when approved;
g) obtain sign-off from the relevant governance committee for formal handover document.

Wherever present baseline measures are not available (e.g. in case of transformational solution)
baselining and benchmarking frameworks should be established, deployed after delivery stabilization,
as defined in the “initiation and selection” phase.

Key success factors are:
— monitored performance trends, and associated proficiency level;
— support from subject matter experts during pilot phase;

— reviewed and updated business case;
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— appropriate leadership of clientand provider approving adjusted business case and setting baselines.

The

process uses and creates the inputs and outputs shown in Table 28.

Table 28 — Pilot and handover

Main inputs Main outputs
SOPs Pilot report
System descriptions and process maps Formal handover sign-off
Test ffeports Baseline of performance and business case
Issuefreport Risk report
Risk feport Issue report
Final SOPs
Final system descriptions and process maps
Service and key process auditplan
Final detailed outsourcirig'/model and frameworks
9 Phase 4: Deliver value
9.1 | General
The purpose of the “deliver value” phase is to ensurethat both client and provider realize and sustain
the benefits of the outsourcing agreement through collaboration. It is the phase where the ongoing
delivyery of the outsourced service(s) takes place; The objective of this phase is the realization of the
outspurcing results, ensuring consistent performance and adherence to commitments thatf were made

in the agreement and during the initiation ofthe outsourcing relationship.

NOT
deta

The

beer} completed.

Mon
creal

The

example, happens if the client reaches an agreement with another provider or decides ta
ation hack’in house. Or alternatively if the provider chooses not to continue to deliver the service on
the qurrefitterms, or the outsourcing agreement is completed in accordance with the term

oper

statg

L,

i In practice, several industries'specify guidelines and standards are available with morg
led descriptions.

phase starts when the client and provider have formally agreed that the “transition|
ftoring of the delivery of the outsourced service(s) is an ongoing activity to validat
Fion during the phase.

phase ends<wlen the relationship is terminated by either the client or the provid

din'‘the agreement.

specific and

" phase has

e the value

br. This, for
return the

nation date

A successful collaboration is dependent on constant review of the delivered quality and if it is in line
with the expectations of the parties involved.

This

phase consists of the following processes:

a) deliver service;

b) monitor and review service performance;

c¢) manage and resolve issues;

d) deliver and manage changes;

e) deliver innovation (optional);
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f)
g)
h)
i)
j)
k)

deliver

transformation (optional);

manage finances;

manage relationships;

manage the agreement;

value and business case assurance;

continuation or end of agreement preparation.

The main oyrtputs of this phase are:

deliver

balance

bd service performance;

d demand and supply;

easily dccessible managed current joint knowledge;

analysi

preparj

5 of the value delivered against goals, expectations and the business(case;

ition to make the continuation or exit decision.

9.2 Deliver service

The purpos
according t
process wa
the outsour
of the collal

The provid

b of the “deliver service” process is to ensure the continued and consistent delivery of se
b the agreed service levels and other commitments;made to the client. The “deliver ser
5 created from the service design, which was implemented during the “transition” pha
cing life cycle. Interaction between the client and provider will ensure long-term susten|
oration.

br is responsible for installing and manpaging the “deliver service” process to ensursg

achievement of the agreed service levels and-other commitments to the client. However, the d

remains res
success of t

The main a

a)

b)

f)
g)
h)

44

plannir
assets,
Service]

ponsible for providing timely peseurces and information, as applicable necessary fo
he collaboration.

tivities in this process are¢:

g and tracking servige'delivery activities. This should cover the management of the phy
the technology infrastructure and the people (personnel structures and competen
delivery plans should be refreshed as an ongoing management activity;

demand management and management of capacity to ensure the effective allocation of resourc

meet th

ensurir
equipm

e day-to<day client needs in line with the agreed service levels;

g service personnel understand the service expectations committed to the client,
ent.and machinery updated with the necessary preventative maintenance completed;

vice
rice”
e of
hnce

the
lient
" the

sical

Fies).

S to

with

delivering the service in accordance with the service delivery plan and in line with the agreed
service levels. This includes managing service requests and modifying service delivery based on

agreed

changes;

ensuring the smooth flow of the service components being delivered across the supply chain end to end;

managi

ng the provision of the joint knowledge to ensure successful service delivery;

establishing processes to maintain the business continuity of service;

operating to the agreed quality plan to ensure reliable service delivery;

ensuringappropriately skilled and competenthumanresourcesare deployed and updated if necessary;
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j) utilizing the agreed SOPs and approved work breakdown instructions where appropriate.
Verifying that the work is being performed consistently and effectively against the SLAs and
making changes as required;

k) providing training to help support end-users in getting the best out of the service provided;
1) obtaining and analysing stakeholder feedback.

Whilst this process primarily focuses on the provider, the client needs to consider how delivery from the
provider integrates into its own operation. This is particularly relevant as many organizations operate
in a multi-sourced environment, which makes the integration of multiple providers with its own team

a keysuecessfactorEailuretomanase-this-appropriatelecounld-stall production—cause—wa tage or idle

SO T T oS TTO et O T oru T Tt U O O S e I o P P O P o ety CoO T O S to T P o o C oot tororo T vy o)

timg that is irrecoverable.

Key fuccess factors are:

— hchievement of the agreed service levels;

— fervice delivery processes remain updated and keep pace with client demand;
— resources are managed and utilised efficiently and effectively;

— elivery processes are integrated effectively into the client organisation.

The process uses and creates the inputs and outputs shown irpTable 29.

Table 29 — Deliver.service

Main inputs Main output

Servife requirement specifications Performance data
Updaged framework documents

Servite levels and agreed service commitments
Prodyiction planning and controls

Staff plan and schedules

SOPs
System description and process maps

Assefland knowledge managementinfrastructure

Implgmented delivery, business continuity and change management
fram¢work

Detailed outsourcing madel

9.3 | Monitor and review service performance (ongoing)

The purpose of the “monitor and review service performance” process is to verify that the agreed-upon
service_commitments are being met, to take appropriate action when commitments are rj;t met or at
risk of being missed and to provide appropriate information to enable continual improvement of the
management of the relationship and its performance.

Continual improvement is essential in ensuring the competitiveness of the client in the business
ecosystem in which it operates. It also ensures that the provider remains competitive in relation to peer
group organizations.

Continual improvement is defined as an ongoing effort to improve services or processes. It can include
improvement in efficiencies and/or effectiveness of the outsourcing services delivered and consumed.
Examples of areas of focus could include:

— service idle time;

— reducing the cost of poor quality including wastage and re-work;
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improving unit productivity.

The provider should install a process that allows joint monitoring of results and performance in order
to draw conclusions and make decisions based on realistic current data.

The main activities in this process are that

a)

b)
‘)

Key succesd factors are:

The procesg uses and creates the inputs and outputs shown in Table 30.

defined reports should be produced to an agreed schedule, which allow for agreed upon periodic
assessment of performance. The reports should be supported with a series of scheduled meetings
including a formal meeting to review operational performance and the progress of change, which
should take place in accordance with schedule and at the appropriate level; actions arising from formal

meetings chaonldbao vracardad and naorforanecn agatnctthorm ranartad bhacly At tho navt aaating:

po T Ot o o e T e O T O T O o T O P e T T O o e o g o T T ot e O T C P o te o oo CIs o e e e e T I e eIty

serviceland relationship performance reporting;

performance reporting is shared and reviewed with all relevant stakeholders.

performance is reported and reviewed on a regular basis to track actual“performance against
agreed [commitments;

performance is actively managed to ensure consistent delivery of agreed commitments tq the
requirgd quality with actions taken to address and improve perforniance as necessary.

Table 30 — Monitor and review service performance

Main inputs Main outputs

Performance dta Performance report
Benchmark anglysis plan Issues report
Quality, risk, agdit and compliance plan
Measurement dystems and calibration set-up
Process improyement plan

Outsourcing agreements

Updated framework documents

9.4 Man3jge and resolveissues (ongoing)

The purpose of the “manage and resolve issues” process is to ensure that issues and problems cgn be
resolved in|a timely,and professional manner at the tactical or operational levels. It is inevitable that,
on either sidle, issues.dnd problems will arise during the “deliver value” phase. Therefore it is impoftant
that the processes’established in the outsourcing governance are effectively implemented and manpged
to address hé-issues and problems that can arise, such cases are reviewed by the change committge.

The manage and resolve issues process addresses the operational issues and problem solving activities
in order to solve them on a day to day basis. If problems or issues escalate, they are to be reported and
handled within governance on outsourcing.

The main activities in this process are:

a)

b)

46

clearly defined and jointly accepted goals should form the foundation of the outsourcing relationship
and as such should be the bridge to a resolution in the event of issues and problems. Issues and
problems should be resolved taking into account the established joint goals of the relationship;

a documented process for logging, classifying, escalating and communicating issues and problems
based on their severity;
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c) an agreed process for the escalation of issues and/or problems, which cannot be resolved at the
point of origin within a set timeframe;

d) an issues register/log including actions, should be maintained which will be reviewed within the
appropriate joint governance committee. The client and provider should work together to correct
issues and problems and agree the appropriate response;

e) issues logand resolution log should be fed back into the knowledge management systems ensuring
future transactions are conducted accurately.

Key

The

success factors are:

ssues and problems are identified at an early stage and proactively managed;

fommunication and escalation is appropriate to the severity of the issue and)dealt
hppropriate level of management;

ssues and problems are resolved in a timely manner.

process uses and creates the inputs and outputs shown in Table 31.

Table 31 — Manage and resolve issues

with at the

Main input Main output

Issue|

E report Corrective aétion plan
Updated knowledge management system
Issues report

Escalation report

9.5
The

deliyer minor and moderate modifications to the services provided according to the agreed U
portfolio and/or service mix. It is inevitable that things will change in either, or more likely

exte
and
com

The

a)
b)

c)

Deliver and manage changes (ongoing)

purpose of the “deliver and manage-changes” process is to establish and implement prj

'nal and internal environment during the life of the outsourcing arrangement. Effec
delivery of change helps-to ensure the client, internal stakeholders and the provider(s]
mon agreement and understanding around the services and the performance levels to |

main activities in this process are:
Hocumented, procedures to record, classify, assess and approve requests for change;

bnable ardysupport change initiatives that are the result from continual improvement
rhanged-client demand;

Hecision-making should take into consideration the risks, the potential impacts to servicg

pcedures to
pon change
in both, the
tive control
maintain a
e provided.

analysis or

s, the client,

o : ' 1 . 1 L ' 1 o 1L L -l S g 41 £ il e
SCI VILC 1 cquu CILITIILS, DUSIIICSS DCIICTILS, LTUIIIIICU AL lCdblUlllLy dllIU LIIC IT1IdlICidl lllldeL, 1
business case update;

esulting in a

d) anappropriate governance committee (see AnnexA) should meetonaregular basis toreview, manage

and sign-off all changes. It is important that both stakeholders remain consistent with

the spirit of

the outsourcing agreement and principles agreed in the relationship charter or code of conduct;

e) decisions affecting change to the agreement should be put forward to the appropriate committee

Key

level residing within governance.
success factors are:

effective evaluation of change requests to:

— have a clear feasibility assessment taken into account effort estimations and consequences;
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— have a supporting business case or proposal for implementation;

— obtain approvals from the right levels where essential;
— achange process which encourages adopting joint responsibility for the service;
— changes are well managed ensuring service stability.

The process uses and creates the inputs and outputs shown in Table 32.

Table 32 — Deliver and manage changes

Main inputs Main outputs
Request for chdnge Changed/transformed service specifications
Issues reports Updated business case
Updated framework documents Updated SOPs
Change approvpl Updated Service delivery framework

9.6 Deliver innovation (optional, ongoing)

The purposg of the “deliver innovation” process is to establish and implerhéent procedures to facilftate
the deliveryf of additional value through innovation.

Often the innovation process resides at either the client or the provider. In many cases, the client expects
the providef to deliver innovations and use the latest technologiés.When client business drivers require
innovationg to maintain a competitive advantage then the natare of the relationship between the dlient
and provider will need to reflect this and a formal innovation process should be established and facilitpted.

Within govefrnance an appropriate committee should be setuip providing the strategicdirection, supervjsion
and control pfall innovation related activities. Often within delivery a joint innovative or research cenfre is
established]It is important that agreements express'€learly how intellectual property is owned.

The main agtivities in this process are:

a) capturg innovation ideas (see AnnextH);

b) explorg potential business benéfits and investment case;
c) deliveraprocess which qualiffes and supports selecting innovation candidates to pursue (see Anngx H);
d) develop initiatives viaformal sponsored innovation projects;

e) trial initiatives and’prove business case enhancement of an initiative;

f) request formakfransformation approval from the appropriate governance committee.

NOTE Forfurther information, see CEN/TS 16555-1.

Key success factors are:

— joint investments;

— clear ownership of intellectual property;

— the effective management and delivery of the innovation investment portfolio.

The process uses and creates the inputs and outputs shown in Table 33.
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Table 33 — Deliver innovation

Main inputs Main outputs
Business strategy Innovation investment proposal
Innovation ideas Intellectual property
Investment approval Request for transformation approval

9.7 Deliver transformation (optional)

The purpose of the “deliver transformatlon process is to estabhsh and 1mplement procedures to

i [ [ Tout negatively
1mp cting ex1st1ng service levels and volumes. Transformation can be executed in paralle] during the
“tramsition” phase when servicesare firsttransferred and then upgraded by the providerto agcommodate
higher performance or quality.

Within governance, an appropriate management committee (see Annex A) shouldibe installed to monitor,
direft and evaluate the transformation projects and business case effectiveness.

The main activities in this process are:

a) record, classify, assess and approve requests for transformatjon;

b) freate and monitor the business case impact of the transférmation initiative;

c) pilot the transformed service and validate the business:case;

d) phmend agreements to fit in the transformed serviceg;

e) frain personnel and handover to delivery manager;

f) pbtain delivery and agreement approvalby the appropriate governance committee;
g) monitor all transformation initiatives'by an appropriate governance committee.
Key buccess factors are:

— Joint investment;

— pssessments of business. case feasibility;

— nderstand impacton current delivery processes.

The process usesiand creates the inputs and outputs shown in Table 34.

Table 34 — Deliver transformation

Main inputs Main outputs

Transformratiom dppluvai 'u'pl,‘ldwd S6Ps
Transformation business case Updated service delivery framework

Updated business case

Changed/transformed service specifications

9.8 Manage finances

The purpose of the “manage finances” process is to establish and implement procedures to ensure the
financial aspects of the agreement are well-managed and controlled.

Both the client and provider should install a “manage finances” process. These procedures are important
in enabling the client and provider to manage and control cost and revenue, effectively evaluate the
impact of changes to the agreement, ensure appropriate mechanisms are in place to invoice accurately
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for services and for the client to verify the invoice, consumption and ensure the timely payment to the
agreed terms.

The main activities in this process are:

a) documenting and implementing the procedures required to manage and control the financial
aspects of the agreement;

b) identifying the financial attributes which need to be controlled. Understanding the financial drivers
which create variance and determining arange of acceptable performance for each financial attribute;

c) creatingthe financial management reports to be reviewed:;

d) tracking and monitoring financial budgets and determining appropriate corrective action te tdke if
variandes occur;

e) managing the assets of the agreement, including (jointly) owned intellectual property;

f) performing the financial administration for the agreement, creation, validation ‘and processipg of
invoicef. managing payment problems and managing pricing;

g) auditing the agreement finances to ensure compliance with agreement goals and accounting rjiles.

Key succesq factors are:

— costan(l revenue are managed in line with expectations and hudget with variances acted upor] and
addresged in a timely manner;

— invoice} raised are accurate and timely, easily verifiable@nd paid to agreed terms;

— enableq effective financial evaluation of changes to the agreement.

The procesg uses and creates the inputs and outputSshown in Table 35.

Table 35'=—'Manage finances
Main inputs Main outputs

Outsourcing agreements Financial reports

Business case Invoices

Changed/trangformed service descriptipnssand assets Costs/revenues managed and tracked to budget

Financial data

9.9 Mangjge relationships

The purposk of the\"manage relationships” process is to ensure relationships with all stakeholder§ are

actively mahaged'in accordance with the practices outlined within the overarching governance sedtion.

Typically, itlisexpected that provider staff should be aware of the client’s business context, missior] and

core values. This business acumen would help them align to the operating practices and culture of the
client. Providing regular updates on key milestones and accomplishments is also a necessity. Managing
and maintaining realistic performance expectations, often referred to as expectations management, are
a key ongoing requirement throughout the “deliver value” phase of the outsourcing life cycle.

Thejoint management team should install the “manage relationships” process which should be embedded
in line with the relationship management plan and governance model created within the governance
section of the outsourcing life cycle.

The main activities in this process are:

a) build confidence and trust with all stakeholders;
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b) ensure that client and provider are clear on the behaviours expected of each other, in particular
ensuring openness, transparency and honest communications at all times. Processes should also
cover the on boarding of new team members;

c¢) amethod ofrelationship assessment, which should be used on aregular basis to monitor the strength
and quality of the relationship. Both the outputs and the corresponding maturity of the collaborative
behaviours should be assessed. The output of any assessment is fed back into governance to monitor,
evaluate and re-direct the relationship;

d) ensure performance expectations align with agreed requirements through regular stakeholder
interactions and expectation setting;

e) fprocess toreview and implement improvements agreed by the joint management teatln.

BotH the client and provider should designate an individual who is responsible’ for managing the
relafionship and ensuring client satisfaction. Typically, this will be the relatioriship mmanager or
account/provider manager.

Key fuccess factors are:

— h collaborative and effective relationship which enables the’client and provider to work
successfully together;

— pligned stakeholders with realistic performance expectations.

The process uses and creates the inputs and outputs showiin Table 36.

Table 36 — Manage relationships

Main inputs Main output

Relatjonship plan Relationship assessment report
Relatjonship matrix

Updafed framework documents

Outsqurcing governance meetings schedules

9.1(0) Manage the agreement

The [purpose of the “mahage the agreement” process is to establish and implement procedures for
manpging the outsoureing agreement throughout the “deliver value” phase.

Both outsourcingpartners should install a process to manage the agreement, which ensures{compliance
is maintained, the:agreement remains current with a common understanding across stakehglders of the
ternfs and obligations within the agreement.

The maif dctivities in this process are:

4 4 H b 1 ade : 1. adele 21 b
a) PIULCCL yOUUl UT'gdITZ4dUIUIT Uy THUINITUT IS CULITPIIAIICT WILIT LT d g T TTIIITIIL,

b) ensure the agreement remains current and up-to-date. Any changes to the agreement should be
addressed and signed off by the appropriate governance committee;

c) provide amendments and/or renewal of the agreement with mutual consent.

Both outsourcing partners should designate a contract manager who is responsible for managing
the agreement.

Key success factors are:
— an outsourcing agreement which remains current and up to date;

— compliance with the terms and obligations under the agreement;
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— aligned stakeholders who understand the agreement to ensure compliance with the agreement.

The process uses and creates the inputs and outputs shown in Table 37.

Table 37 — Manage the agreement

Main inputs Main output

Outsourcing agreements Updated outsourcing agreements
Changed/transformed services

Intellectual property

9.11 Valu¢ and business case assurance

The purposk of the “value and business case assurance” process is to establish and maintain pfocedures
for assessinjg the value realized from the outsourced service.

The clientand provider should install the “value and business case assurance” process.(Fhe original business
case created an expectation around the level of service and value, which would be received. Progress agpinst
these goals $hould be baselined, tracked and measured throughout the “deliver.¥alue” phase.

NOTE The output of the end of agreement preparation processis discussed within the appropriate goverrance
committees [strategic level). The output is also used within phase 1 to validaté the outsourcing strategy ahd to
evaluate and|decide.

The main agtivities in this process are:

a) maintajn and review the business case;

b) establigh a baseline for performance assessments.(first set baseline at 8.11 “pilot and handove}”);

c) documgnt the results of the value analysis and,.share them with the provider for helping to facilftate
perforrhance improvements;

d) identifyf improvement areas;

e) participate in continual improvement'programmes to address identified improvement areas.
Key succesd factors are:

— agrounded assessment anid’record of value delivered against goals;

— clear vdlue which is bought into and accepted by all key stakeholders;

— improvpment areas identified which can be addressed with the provider.

The procesg uses\and creates the inputs and outputs shown in Table 38.

Table 38— Value and business caseassurance

Main inputs Main outputs

Business case Business case report

Performance report Improvement proposal

9.12 Continuation or end of agreement preparation

The purpose of the “continuation or end of agreement preparation” process is to ensure the parties can
make an informed decision about whether to continue with the outsourcing arrangement or are well
prepared for when the relationship ends. The parties should maintain an exit strategy which minimizes
the disruption and impact.

52 © IS0 2014 - All rights reserved


https://standardsiso.com/api/?name=db9558489aeb74b429a751407a44b036

ISO 37500:2014(E)

A joint “continuation or end of agreement preparation” process should be installed. It is likely that both
client and provider will have embedded assets in the relationship, ranging from particular skill sets to
hard assets, and these have a value to either or both client or provider. The importance of this process is
often underestimated and imposes risk to the involved client and provider.

The main activities in this process are:

a) identifying the criteria for making the continuation decision;

b) maintaining an up-to-date exit plan, which is well understood comprehensible and has been tested
and reviewed for completeness and continued suitability; the exit plan should include intellectual
nronartuzriahte (IDDPY and neacnce oo ladan sazhich avn critica] o bhicinnce contin iy
propertyrights{(HPR}-and-processknowledgewhich-are-eritical for-business-contintity;

c) palidate the business case assurance results, establish and implement procedures |[for making
recommendations about continuing the outsourced service; the recommendationy should be
tonsidered in the following sequence of processes and activities:

1) phase 1: outsourcing strategy analysis, the “define outsourcing straté€gy” process (615): validate
whether the outsourcing arrangement is still meeting strategic requirements;

D) phase 1: outsourcing strategy analysis, the “evaluate and decide” process (6.7): gvaluate the
business case achievements;

B) the appropriate governance body to follow the outsoufcing governance frameworl “processes
of outsourcing governance” (5.5): “governance far‘phase 1 - outsourcing strategy analysis”
(5.5.4.2). “governance for phase 4 - deliver value’~(5.5.4.5); the governance body should use
these practices and processes to come to a conclusion and make an informed decisipn or create
advice for the operational management teamnx

Key buccess factors are:

— rlear procedures and criteria for makingthe continuation decision based on fact-based|data;

— pAn up-to-date exit management plan strategy which is relevant and complete.

The process uses and creates the inputs and outputs shown in Table 39.

Table 39 = Continuation or end of agreement preparation
Main'‘inputs Main outputs

Perfopmance report Up to date continuation/exit management plan

Outsqurcing agreements Recommendations

Exit thanagement pfiosess Validated business case

Busirjess case Outsourcing evaluation document
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Annex A
(informative)

Governance committees and meeting structure

The governance meeting structure should define the joint meetings between client and provider and
match the internal managementstructure of the clientand provider. The number of the joint management
governance|committees and the meetings frequencies depends on the scope, size and complexity.gf the

outsourcing arrangement. Q
The preciseg nature of these meetings should be determined by a clearly articulated cha e‘;kcope and
types of defision established between client and provider. A basic structure should st inclyde a
formal and pcheduled decision-making committee to enable effective management rvision.

An exampld of the structure is given in Figure A.1.

Provider

Clignt Joint

&)
N\
Q§6
?\

N—

Figure A.1 — Governance committees and meeting structure

Meeting disciplines are important to maintain timely, productive and constructive discussion.

Each meeting should be conducted as a demonstrable and willing commitment to each other with clearly
defined responsibilities and decision-making rights to ensure appropriate empowerment of individuals
and their counterparts. The periodic meetings should reflect business priorities and goals and all
outstanding actions and decisions should be clearly identified and logged.
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Annex B
(informative)

Checklist of potential outsourcing risks per phase

B.1 General

Part{ of assessing the organizational impact of outsourcing (see 6.4) is to identify, assig
possdible risks and develop countermeasures to mitigate their negative impact (see Table B.
needs to be rated and compared to the risk appetite.

NOTE For more information on risk management processes, see ISO 31000.

h and track
). Each risk
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Table B.1 — Checklist of potential outsourcing risks per phase

1. Outsourcing strategy analysis

2. Initiation and selection

Insufficient internal capabilities to carry out strategy phase.

A preceding poor decision-making process that set out the direc-
tions for outsourcing:

— commencing with outsourcing before properly considering
other alternatives

— missing or poor quality business, functional and/or sourcing
strategy/goals.

Insufficiently or vaguely defined scope of outsourcing opportunity.

Insufficient internal capabilities to direct selection project.
Ensure that a provider complies with business risk principles:

— provider/client should have verifiable solid financial position so
that the organization is not facing financial risks

— the location chosen should not compromise our position with
regulators

— we will not locate a shared service centre or outsourcing in a
high-risk area.

Missing or poo

— strategic op

— view on fut

— current vol
elements

— informatioq

— desired vol
elements.

Losing core coj
organization.

Risk, following]
necessary to mf

quality inputs needed for the strategy analysis:

portunities and benefits

— view on bugjiness challenges

re services/markets

mes, quality, costs, risks and constraints of service

on underlying resources

mes, quality, costs, risks and constraints of service

hpetencies which are of strategic importance to the

handover, of loss of technical/practical knowledge
Anage supplier.

Risk that a provider/client eventually becomes a competiton:
Inadequately defined requirements, specifications and(ShAs.
Inadequate selection of potential provider.

Inadequately received or processed feedback fftomprovider.
Reputational risk of doing business with pfoyider.

Inadequate selection of provider.

Inadequate reflection of requireménts in contractual agreeme

Lack of mutual agreement on alaspects of the outsourcing rel
tionship;.

Poor negotiation skills.

Limited pool of capable suppliers.

Inappropriate ox ineffective legal/commercial aspects of the cn-
Distortion of byisiness continuity by outsourcing activities. tract which fail to motivate the supplier or to protect the partig¢s.
Leakage of intdllectual property Inappropriate allocation of risk between the parties
Lack of awarenfess, ownership and/or commitment at board level. Risk effailing to establish and maintain cultural alignment, reja-
tiodships and understanding.
Too positive anjestimation of business case elements.
Underestimatipg the consequences of a cultural misfit.
Wrong sourcing model selection.
Exponentially ncreasing complexity and limiting list of potential
providers throfigh ambitious sizing of the service to be outsourced
rather than sequentially outsourcing services.
3. Transfer 4. Deliver value
Insufficient inolvement from client’s side/purely provider-driven |Inadequate service performance.
transition projgct. . .
Inability to meet end-user expectation.
Inadequate trapsition project team. . - .
Business continuity risks.
Inadequate goyernance during transition. . .
Compliance risks.
Inadequate ser}vice performance: . .
Inability to meet mutual expectations.
Lack of transitjon capacitys - . i . L .
Inability to direct client/provider by missing performance mogitor-
Not timely startingAvith building the retained organization for ing or clarity on metrics.
managing the frevider. . . . .
Inertia of counterparty leading to unsustainable services, e.g. Jack

before go-life.

edge, communi

Inadequately addressed change barriers.

Not conducting full real-life testing of service delivery capability

Business continuity risks during transition, lacking assets, knowl-

cation channels, human resources to support ser-

vices or inability to direct service activities to appropriate party.

Privacy and compliance related risks.

of innovation.

Not mutually sharing the benefits.
Inability to invoice (provider).
Inability of paying invoice (client).
Privacy and compliance related risks.

Risks on termination of the contract including handover of the
intellectual property and procedures.

Over time misalignment with business, functional or sourcing
strategy.

Table B.2 can be useful to administer the risks, risk tracker or risk log.
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Table B.2 — Checklist of potential outsourcing risks per phase

Ref. Phase Risk Probability of |Impact Person Risk status | Coun- Coun-
occurrence responsible ter-meas- |ter-meas-
ure ure status
Unique Specify (e.g. Description | Specify (e.g.low, | Specify (e.g. |Name Specify (e.g. | Description |Spec-
reference initiation and medium, high, |low, medium, open, in ify (e.g.
selection, service in accordance |highin progress, open, in
transfer, deliver with client’s accordance closed) progress,
value) risk appetite) with client’s closed)
risk appetite)
NOTE The probability of occurrence and possible severity is assessed as if the outsouréing project will be
execlited, e.g. not lowering the risk by assuming that there is a 40 % likelihood that the - outsoufcing project
will not start.
B.2| Course of action after conducting the risk assessment
B.2.1 Phase 1 risks
This|initial risk assessment should be carried out during phase 4.1t is therefore important that for risks
that|impact the current phase, countermeasures are installédds soon as possible. This is|in order to
safeguard the quality of the outcomes of the current phase:
B.2.2 Phase 2, 3 and 4 risks
For the subsequent phases, the risk assessment;needs to be refined and decisions need ffo be taken
conderning appropriate mitigations.
NOTE The risk tracker is updated every time new risk-related information is available. For morg information
on ripk management, see ISO 31000.
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Annex C
(informative)

Phase 1 Checklist for the outsourcing business case

The checklist in Table C.1 serves as a reminder as to which costs/benefits might be considered in the
outsourcing business case. This serves the purpose of analysing the contribution per scenario to the
business, functional and sourcing strategy and goals. This is not an exhaustive checklist and there|may
be additional costs and benefits.

Table C.1 — ChecKlist for costs/benefits examples

Current serviges Current service levels

Level of internal client satisfaction, for outsourcer’s internal client, e.g. departmentX

Level of external client satisfaction, organization’s external client

Current operating expenditure

Direct: employees, FTEs

Direct: assets, equipment, machinery, depreciation

Indirect: future investments

Indirect: internal allocated costs

Transition Transferral service levels

Level of internal client satisfaction, for outsoufeer’s internal client, e.g. department X

Level of external client satisfaction, organization’s external client

Transfer costs

Internal/external project staff

Tooling costs

Connectivity costs

Severance costs

Other reorganizatieh costs

Other qualitative aspects

Risk of transfer

RigklofService failure during transfer

Future outsourced Fdture investments on innovation and transformation, when applicable
services or trgnsformed ce level
services Future service levels

Level of internal client satisfaction, for outsourcer’s internal client, e.g. department X

Level of external client satisfaction, organization’s external client

Future operating Fixed and variable costs of external service delivery, invoice from provider
expenditures

Service run-down costs

Staff retained/demand organization and provider governance

Effects of joint business development
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