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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
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Introduction

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:

the outg
resourc
the proy
the sery

the clid

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

es can be transferred to the provider;

rider is responsible for delivering outsourced services for an agreed period ef time;
ices can be transferred from an existing provider to another;

nt is accountable for the outsourced services and the provider is responsibl

performing them.

This Internd
sourcing str

Continuatio
life cycle. Continuation commences as long as the outsourcingbtisiness case is valid and the outsou
option is fed
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of this Inter

This Internd

a)

b)
‘)

d)
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covers
definiti

provide]

provide
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aims to

The descrig
provider sid

Vi

tional Standard starts with the precondition that an organization has already establis
ategy and concluded that outsourcing might be a benefic¢ial approach.

h or termination of an outsourcing arrangement forms an integral part of the outsou

sible within the sourcing portfolio. The decision-to continue or terminate outsourcing
ategy option is an outcome from the sourcing-process of the client and is outside the s
hational Standard.

tional Standard:

the entire outsourcing life cycle ,in four phases, as depicted in Figure 2, and pro
bns for the terms, concepts, and processes that are considered good practice;

s detailed guidance on thé gutsourcing life cycle, processes and their outputs;

5 a generic and industny independent foundation, which can be supplemented and tai
hdustry-specific requirements;

sed before, durjng and after the decision is made to outsource;
enable mutually beneficial collaborative relationships.

tion '0f-each outsourcing phase provides information for the client side as well a
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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 enable organizations to enter into, and continue to sustain, successful outsourcing arrangements

throy
This
—
—
—
— 4

This
inter

hghout the contractual period.

[nternational Standard gives guidance on:

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

lexibility of outsourcing arrangements, accommodating changing busifess requireme
dentifying risks involved with outsourcing;

bnabling mutually beneficial collaborative relationships.

International Standard can be tailored and extended toindustry-specific needs to ag
national, national and local laws and regulations (ineluding those related to the e

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

This
of th
with
resp

This

International Standard recognizes that the various stakeholders act separately in §
e outsourcing life cycle and together in others: It is not possible to exclusively alloca
n the outsourcing life cycle to either clientiefprovider. For each outsourcing arrangem
bnsibility is intended to be interpreted aecordingly and tailored by the user.

[nternational Standard is intended to-relate to any outsourcing relationship, whether

nts;

commodate
nvironment,
r sector.

ome phases
e processes
ent, process

outsourcing

for the first time or not, using a single-provider or multi-provider model, or draft agreements based on

serv

ces or outcomes. Processes mentioned in this International Standard are intended to b

fit thle outsourcing strategy andsmaturity of the client and provider organizations.

This
such

International Standard'is’intended to be used by outsourcing clients, providers and p
as:

— (lecision makers‘and their empowered representatives;

q

q

— q

3ll stakeholders engaged in facilitating the creation and/or management of
arrangendents;

taff atall levels of experience in outsourcing.

e tailored to

ractitioners,

outsourcing

2 Normative references

Ther

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

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

3.3

client
individual qr group of organizations entering into an agreement with a provider for(producty and
services for|their own use

[SOURCE: IS0 24803:2007, 3.2, modified]

3.4
due diligence
detailed assessment of one or more business processes or production lines, culture, assets, liabilities,
intellectual property, judicial and financial situation in order to make.the outsourcing decisions

3.5
framework
documented set of guidelines to create a common understanding of the ways of working

3.6

innovation
implementation of a new or significantly improvedproduct (good or service), or process, new marketing
method, or new organizational method in business/practices, workplace organization or external relations

[SOURCE: CEN/TS 16555-1:2013, 3.1]

3.7
innovationjand transformation committee
joint management team that governs the process of managing innovation and transformation ih the
outsourced processes in order tojenhance delivered value

Note 1 to entfy: The committee-follows a mutually accepted procedure of evaluating the potential value injpact,
assessing effprt, risk, timed¢o-market and sharing of costs and rewards.

Note 2 to enty: The committee usually has representatives from the client and the provider.

3.8
knowledge|acquisition
process of locating, collecting, and refining knowledge and converting it into a form that can be further
processed by a knowledge-based system

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

3.9

knowledge transfer

structured process of imparting pre-existing or acquired information to a team or a person, to help
them attain a required level of proficiency in skill

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

2 © ISO 2014 - All rights reserved
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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

outsptr \,;us governance

joint| set of structures and processes that are implemented to ensure effective leacliership and
management, which enables an outsourcing arrangement to achieve its joint objeCtiveg within the
framlework of agreed values

3.13
outspurcing governance framework
outlipe of guidelines and processes that enables continual monitoring and management of putsourcing
arrapgements to sustain value delivery between client and provider

Note |1 to entry: In order to keep it relevant in a changing environment;-the governing committ¢e of the two
organizations may modify the governance framework occasionally.

3.14
outspurcing model
formjalized concept of the scope of an outsourcing arrargement and how it is structured and carried out

3.15
provider
orgahization that offers a product or serviceto a client

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

3.16
respponsibility matrix
chart that describes the)participation by various roles in completing tasks or deliverables for an
outspurcing arrangefaent

3.17
retajned organization
orgahizational units and/or employee roles, retained within the client organization, providing the client
interfface for the provider

3.18
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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service catalogue

list of servic

es 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

SLA
documented

including prj

3.21
sourcing st

erequisites for service levels and measures for performance

rategy

organizatiop’s action plan to obtain products and services that are essential to run jts-business i

most effecti

3.22
standard o
SOP
authorized,
production

[SOURCE: IS

3.23

transformd
process of p
entirely diff]

Note 1 to eif
resemblance

3.24
transition
activities fo
the client to

3.25
value
quantifiablg

4 QOutso

ve and efficient manner

perating procedure

documented procedure or set of procedures, work instruetions and test instruction
Aind control

0 15378:2011, 3.58]
tion
rofound and radical change that orients an p¥ganization in a new direction and takes it

brent level of effectiveness

try: Unlike incremental change or centinual improvement, transformation implies little
with the past configuration or strueture.

" migrating agreed upof knowledge, assets, liabilities, systems, processes and people
the provider in order to'create desired delivery capability

financial er,fion-financial gain

hrcing introduction and model

agreement between the client and prnvidpr that identifies services and service targets,

h the

s for

to an

Pr no

from

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.
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Political, social and
economic changes

Organization

Business
strategy
ﬁ N>
Market ; Continuous alignment L Stakelmk rs
requirement N requirement
changes Functional ”  Sourcing (@:ges
strategies strategy ’\

It is
to fu
orga
prov

4.2

Outs
notd

a)

-

Technology changes

A

Figure 1 — Contextual model of outsourcing

rommon for organizations to have a business strategy and several functional strateg
Ifil the overarching goals ofithe organization. By adding sourcing strategy in this
hization is able to make a(Strategic choice on whether or not to have particular busineg
jded in-house or by an eéxternal organization.

Reasons for qutsourcing

purcing givesérganizations several business opportunities. A client’s decision to outsourd
riven by a.single reason. The following list gives the main reasons why organizations oy

0 manage costs;

b)

ies in order
process, the
ss functions

eistypically
tsource:

trategy changes: sometimes an organizationredefinesitsbusiness on whatto create intern

hlly and what

may be provided externally: processes formerly executed internally become eligible for outsourcing;

c) access capabilities that are not available in-house;

d) 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.

4.3

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

© ISO

2014 - All rights reserved


https://standardsiso.com/api/?name=6e9fceafdaa2bb23d48b83fca6b1d5ea

ISO 37500:2014(E)

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)

4.4 Outsourcing life cycle model

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 addlng innovation or change services

this organizations can factor in issues that could occur, particularly those who are relatlively
inexperjenced in outsourcing and who often tend to focus too much on cost reduction. Organizafions
tend to finderestimate the set of outsourcing governance processes and the staff required to mgnage
the denjand and integration as well as monitoring and steering of the provider. This often resuflts in
an overly optimistic or unrealistic business case.

Underegtimated business impact: outsourcing: Especially when it e¢dneerns core business procgsses,
canhav¢aprofoundand unexpected effectonaclient’s culture, workimorale and businessrelationghips.
Therefoe, clear visible strategic leadership is required to guide-the organizational change.

Poor cultural compatibility: An outsourcing arrangement gefierally covers a certain period. During this
period, ¢lient and provider should collaborate on differentlevels. If the organizational and management
culture differ significantly, conflicts and disputes are ¢ften managed in an ineffective manner. A ¢lient
should ynderstand the work dynamics in order to bé able to search for a suitable provider.

Poor understanding of the process: Transferring responsibility and control are key elements of
outsourfcing. During an outsourcing arrangement, the client’s understanding of the process may|fade.
People 1nay change jobs and the provider may make changes to the process. Clear understanding of
the progesses from start to finish is important for a successful start and the inevitable exit. Hencg, it is
importdnt to understand the arrangements around knowledge management and intellectual property.

Poor relationship management:-Outsourcing is by definition a relationship between stakeholders
and thelsuccess of the relationship is the most fundamental factor in the success of the arrangement
for both stakeholders. A-sticcessful relationship should often ensure that problems, which will
inevitably arise in evefy)arrangement, are able to be effectively addressed. A poor relationship|may,
at worst, even resultdm the termination of what is a potentially successful collaboration.

In order to ¢btain the desired value and mitigate risks associated with outsourcing, this Internatjonal
Standard provides a high-Tevel, relatively easy-to-comprehend outsourcing model which aims to support
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) Ilnain activities to be performed; '\b(

c¢) Ikey success factors; "19

d) 1nain inputs and outputs. /\QDQQ

This|set of processes can be tailored to meet the requirements of any out@%ing arrangerhent.
Each|process within a phase is written in a similar fashion addressi g\%e purpose of the [process and
the main activities to be performed, the key success factors and thegqm inputs and outputs.
This|subclause identifies, apart from several outsourcing g nce practices, additiondl items that
contribute to good governance.

-

. ¥ o

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
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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.

4.4.1.4 Phase 2: Initiation and selection

for proposed services to outsource, to select adequate providers, and to successfully\éstablish the
outsourcing agreements. It should be fully aligned with 4.4.1.3 with the governance practices being the
linkbetween the processesand thisbeingled and driven by senior management. In thisphase the proyider
proposes an outsourcing solution based on client requirements. Within this phase several frameworks
are to be idgntified and subsequently created in order to be able to deliver theservices and manage the
outsourcing arrangement. The developed business case will be changed aecording to the experjence
during trangfer. If the business case imposes too much risk or uncertainty, the outsourcing process
could be stdpped and information fed back to phase 1 for analysis of@ll*outsourcing opportunities. If
risks are ac¢eptable agreements should be signed, moving to the nextphase. All decision documents are
submitted tp the outsourcing governance processes for approval bysenior management.

The second phase is “initiation and selection”. The purpose of this phase is to specify the requirejlents

4.4.1.5 Phase 3: Transition

The third phase is “transition”. The purpose of this phagé)is to enable the provider to establish deljvery
capabilities jn their environment. These are used in phase 4 (“deliver value”). The transition may in¢lude
transfer of ptaff, assets and related change management procedures. The client and provider work
intensively fogether during the “pilot and handover” process. Thereby the provider is able to fulfil their
service deliyery responsibility agreed with the client. After establishing the delivery and outsoufcing
governance [processes, these are tested in order to ensure that the processes are delivering the requiired
quality and| performance. These tests.should also demonstrate that the outsourcing goverrnance
committees|are provided with the adequate information. Governance committee members should be
trained and|be formally committed to'their roles and responsibilities.

By formal sifgn-off, the responsibility is transferred to the provider and residual risks are assessei and
accepted. Tﬂﬁe developed business case should be changed according to the experience during tranpsfer.
A new business case bageline is set after incorporating all experience during transition. During the
“transition”|phase it might become clear that outsourcing is more expensive and a viable business|case
is not being pchieved:Although difficult, abandonment of the outsourcing process should be considered.
This means that phase 1 is to be triggered, reassessing the outsourcing strategy benefits and creating a
decision doqument for the leadership.

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
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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.

Apart from phase-specific outputs, the business case is one of the most important ou,&&ﬂ documents
that exists in each phase of the outsourcing life cycle. The business case starts a fifst phase by
creating the initial high-level business case. It includes both qualitative and quantitativg aspects. In
the second phase the business case is detailed. If the business case does not sh%a e required benefits

or infdicates too much business risk, the outsourcing process should be rgg‘m
Duripg transition, the business case touches reality and should be fine-t and baselingd to reflect
the plossible value during the “deliver value” phase. During delivery, the@w

luated or|terminated.

ess case should be updated

periddically so it incorporates the latest transformations, changq&n d improvement results. The

business case ultimately plays a vital role in evaluating the outsou
decigion whether or not to continue.

roing arrangement and[in making a

The agreement is another important output of the outsour&eghfe cycle which documents the tangible,
rational elements of the arrangement. If conflict arises q@

scalates between client and grovider, the

agreement plays a vital role in managing liability and/orqledlatlon However, significant confflicts should

be addressed through negotiation at the earliest pos@b

e stage. Therefore this Internatiorjal Standard

stipylates the importance of business relationshipsprocesses within outsourcing governarfce to create
a conptinuous alignment of ambitions and inter of all stakeholders, and to be resilient|in resolving

business case setbacks and disputes.

urcing
rategy

E xit
ategy

|m n 0
=3 = O

Detailed outsourfing model

Record of providgr selection process
Selected providdr
Signed outsourc|ng agreements

Outsourcing strategy ps -
Initial business case / @
Decision document for O

outsourcing

Execution plan Detailed business case

|3

. Detailed risk asspssment
Transition plan

joint knowledge

Momtor evaluate and direct:
.l Innovation, transformation
~ and change -
Deli ere&{sn ce performance — + Delivery and relationship Established dellvery capability
Bal and and supply performance Baselined busifiess case
Easlly SS|b|e managed current Phace continuation or exit Formal sign off|transfer
| J

Analysis of the value delivered against goals,
expectations and the business case
Preparation to make continuation or exit

decision

K Problem solving

Figure 3 — Main outputs of the outsourcing life cycle output model

4.6 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. Ph

rapidly tha
should beco

5 Outsoy

5.1 Gene

The purpos
interaction
outsourcing
decisions, i
client and pj

Through th
among marn|
monitor, evg
of the desirg

Outsourcing
should inte
outsourcing
aiming to d
should prov
to ensure a

ase 1, 2, 3 deliverables should be revisited and revised, but this ca

[ . cl v

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

ircing governance framework

ral

e of the “outsourcing governance framework” section is to set out the client-pro
processes, customs, policies and joint management committees which facilitate
life cycle and relationships. Governance enables the jointAdeadership to make effe
| order to create the desired value and facilitate changing business requirements fo
rovider involved.

b joint management and delivery teams outsourging governance monitors relation
y stakeholders. The purpose of outsourcing goVernance is to efficiently and effect
luate and direct the outsourcinglife cycle in a hglistic manner in order to ensure the cre
d strategic outcomes and mitigate risk.

governance is necessary from the statt'to the finish of an outsourcing arrangemen
brate the client and provider’s organizations as much as is required. Governance iJ
context should be considered as-a subset of the joint corporate management func
bliver innovation and value, andritigating risk to the client and provider’s business
ide continuity to the clientand provider’s leadership throughout the outsourcing life
consistent and appropriate focus on strategic outcomes and delivered value.

Good governance is critical to thesuccess of any outsourcing arrangement and can be described

appropriate
business, te
governance
factors shou

a)
b)

comple)

busines

formal decision-miaking framework to ensure alignment of the services provided int
Chnical and soureing strategies of the client. Depending on a number of factors, outsou
should be taitored to accommodate the business needs of client and provider. The follo
1d be considered:

ity of the services contracted;

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

n occur more

they

vider

the
ctive
r the

Ships
ively
ption

F and
n the
tions
es. It
cycle

hS an
b the
rcing
wing

‘)
d)

geographical coverage;

units, regions;

e)
f)
g)

business relationship between client and provider;
commitment to collaborative working;

management culture and behaviours.

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

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.
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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 §cope of governance within this outsourcing life cycle 1s to focus on the critical decisions to achieve
the vialue in fulfilling the aspirations of the outsourcing relationship based on the following principles:

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

— ¢nable effective communication;

— ¢stablish ownership and control;

— floster the creation of value and enable innovative practices to/flourish;
— ¢nable the delivery of quality services to meet business.néeds,

— datisfy the expectations of the stakeholders;

— nurture and enhance the business relationship between client and provider;
Irive appropriate behaviours and attitudes;

— ¢nable effective decision making and mitigate risk;

— :[versight on compliance;

uild trust and confidence hetweéen client and provider.

5.2 | Management structure and functions

Each| organization inyolved in the outsourcing arrangement will have its own management structure
and delivery teams;focused on providing the contracted service(s) based on jointly agreed roles and
resppnsibilities. HowWever, it is essential that the organizations involve both client and provider, and
appojint empowered manager(s) who can provide appropriate leadership, and who are responsible and
accoyintable forthe development and implementation of the business relationship. The term ‘fappropriate
leadgrship’is used for the empowered managers because outsourcing governance may take many types
and forms, for instance, major outsourcing arrangements require top management represehtatives.

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 establi

NOTE

shed.

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 required.

The membership of the governance committees should be at the appropriate level with the right

delegated p

nwers. For client and prnvidpr to work effectively individual rpln‘rinnqhipc hetween

both

should be st
people bein
being clear

A mapping
outsourced
one-to-one 1
Understand
in developiy
consists of 1
needs. Havi
staff to effeq

5.4 Appr

Rarely do {
geographieg
for client an|
provider thi

Developing
differences

a) underst

ructured to ensure level setting of authority and empowerment. Success will conie
b confident in their position, capable of making commitments to each other and-aboy
n their respective obligations.

business within both client and provider organizations should be develgped to ensure
elationship is described in terms of authority mandates, responsibilitiesand accountal
ng these individual relationships and their roles within each organization will also
g the client’s retained organization for the outsourced servicés. A retained organiz
oles that manage the outsourcing arrangement and provide-information about the cl
hg the appropriate retained organization is critical and will\include (re)training the
tively manage the outsourcing arrangement.

pciation of cultural differences

wo 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 différences that are likely to exist between clien
oughout the life cycle.

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

anding and appreciating the\cultural context of both client and provider;

from
re all

of key roles of the relevant division or section of the organization efigaged with the

each
ility.
help
htion
ent’s
lient

¢ the
rtant
t and

o the

b) being ayvare of national culturesthat influence organizational cultures;
c) considering organizationdl.cultural elements, such as:

1) preferred decision'styles;

2) corporate values;

3) comimunication preferences;

4) orgamisational practices;

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

va tha nrovg

involwve-the-preoviderinthe“eutseureingstrategyanabyrsis—phaseitselfespeciallyiftheprovider is a
key provider and is privy to trade secrets and procedures. Table 1 sets out how governang¢e processes

connect with the outsourcing life cycle phases.

Table 1 — Summary outsourcing governance practices

Governance practices Outsourcing strategy Initiation and selection |Transition (5/5:4.4) Deliver palue (5.5.4.5)
analysis (5.5.4.2) (5.5.4.3)
1. Deyelop and maintain Identified from business Proposed and agreed Establish€d Alignmept of joint
joint dbjectives (5.5.2) objectives in preparation objectives
2. Esffablish governance Identified from business Proposed and agreed Transition committee is | Governapce committees
comnlittee (5.5.3) and/or good industry prac- performing start pelfforming
tice in preparation
3. Mopitor, evaluate and Identified from business Proposed and agreed Setup Executirlg and review
direct the outsourcinglife |and/or good industry prac-
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 jpint mission

statgment, an outsourcing roadmap with, Key milestones and success criteria, along with social and
relatjionship events. In addition to focuSing on performance scorecards, metrics, etc., the client and
provider should also focus on softer élements, relationship building, partner assimilation apd dialogue.
A stiong relationship is crucial to ereating successful outsourcing arrangements (BS 11000-1:2010,

7.2.2| provides further information).

The main activities are:

a) discover mutual juterests;

b) develop jointobjectives;

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

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

governance

committees would use in managing the outsourcing arrangement.

The main ad

a) identify]
b) setup tl
c) define g
d) staffing
e) identifyj]

Key success
— having §

establis|
owners

The process

tivities are:

governance committees;

e meeting structure and schedule;

harters for the governance committees;

governance committees timely and appropriately;
information reporting requirements.

factors are:

taff with appropriate level of authority and mandate;

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

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

Table 3 — Establish;governance committee

5sign

Main inputs Main outputs

Agreements

Outsourcing go

Staffing of govel

Meeting schedules and governance charter

ernance framework Relationship matrix

'nance committee Responsibility matrix

5.5.4 Mot

5.5.4.1 Ge

The purpos

itor, evaluate and direct the outsourcing life cycle

neral

e of the “monitor, evaluate and direct the outsourcing life cycle” practice is to mo

evaluate an1i direct the outsourcing life cycle phases by making well-informed decisions.

hitor,

The main ac

a) manage
b)

c)

d) manage
e) manage
f) manage
g) manage
14

tivities are:

business case and risk;

assess and seek to foster relationships;

evaluate and manage changes, renewal or terminate agreements;

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

deliver value reporting.
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All of the 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;

. P . . .
dClllUllbtl dtlUll Ul d WIITTWIIT TIIVII Ulllllﬁllt.

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

Table 4 — Monitor, evaluate and direct the outsourcing lifelcycle

Main inputs Main butputs

All gopernance decision information Decisions

Performance reports Investment decisions

Businpss case Resolved disputes

Risk, ompliance, assessment reports Changed, reneyéd‘or terminated agreements

Relationship assessment reports

Issue feports

Change portfolio reports

Transformation initiative proposal

The ¢utputs and critical decision points from each outsourcing life cycle phase feed into the|appropriate
govelnance committees to enable them to nionitor their status, evaluate how well they aie delivering
against the aspirations and provide the ne¢essary (re)direction in order to ensure they are achieving the

desirled value. Further information on the'decision points for each phase of the life cycle is proyided below.

5.5.4.2 Governance for phase 1.- Outsourcing strategy analysis

Gove
gove

's corporate
s phase. The
nvestments
ting risk on

rnance for this phase i in most cases client-only and represents a subset of the client
F'nance function. In sgme cases, providers can also participate as a consultant during thi
outspurcing strategy should address the opportunities for increasing derived value from
in oytsourcing models) aligned with business strategy and corporate goals, whilst mitiga
behallf of investors;
llysis” phase

A goyerning committee should be established to oversee the entire “outsourcing strategy ana

to en

comyj
leads

sure that all processes are conducted in a thorough and diligent manner and that eac
liant With agreed terms of reference. For instance a strategy outsourcing committee, rep
r'ship, could be established to oversee all strategic sourcing processes and to ensure that

h process is
orting to the
all 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) Provider internal: The provider should establish a formal governance committee of\Vs¢nior
represeptatives to provide strategy and direction to their solutions, commercial and fisk tgams,
ensuring that their value proposition is clear, concise and relevant to the client business/case|This
governgnce committee will also ensure compliance with client selection processes,dnd'seek toloffer
opportynities for additional client value.

c) Joint: The degreetowhich governance canbejointly implemented largely depénds on the commegrecial
stance qf the client and the role of advisors during the phase, but there aresignificant benefitsto be
gained from direct collaborative working with down-selected providers.i.e. the final two or three
selected potential providers. Consider the advantages of allowing{closer working arrangements
during the final selection process to:

— enspre alignment of ambitions and interests;

— enspre alignment of proposed solutions with requireniénts;

— run|joint workshops to reach agreement on specific points of interest;
— idenmtify opportunities for additional value;

— establish clarity of roles and responsibilities;

— identify third parties and stakeholders affected;

— manage deliverables against agreed timelines and milestones;

— addLress potentially costlymisinterpretation and cultural mismatch;

— facilitate recommendations to be made cooperatively;

— mitjgate against’risk during contractual negotiation;
— relipve as much negative sentiment on change as possible.

The second jaspéct 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 [their
requirements definition process and/or reviewed during the evaluation/selection 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;

that key resources from client and provider are maintained during phase 2, 3 and well i

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;

nto 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

ittee should be defined within the "1nitiation and selection” phase. Early in the "trans
vernance committees are established and management staff is allocated. It is crucial'
resources are kept to a minimum at least across phases 3 and 4, “transition” and “dg

5.5.4.5 Governance for phase 4 - Deliver value

This phase ensures that both client and provider realize the.eXpected benefits. Governance
should be jointly staffed and have a key role to play in praviding supervision and control for
services and obtaining the joint objectives. The goal of goyernance here is to provide formal

tion” phase,
hat changes
liver value”,
sly available

arried out by
5 required, as

committees
outsourced
and regular

vice related
of a positive

manjagement mechanisms for reviewing performance;resolving issues, making effective sel
decidions based on current and relevant information, and actively leading the development
relationship based on trust.

The gutputs from the “deliver value” processes’should be inputted to a number of outsourcing
ittees addressing specific aspects efservice delivery. Such committees will vary in siZ
industry legislative or regulatoryréquirements and may include:

governance
e, scope and

trategy and relationship reyview committee;
ervice review committée;

¢ommercial reviewCommittee;

financial review committee;

q

ecurity and’compliance review committee;
quality and risk review committee;

q

Hange 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 General

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

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

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

d) minimize negative consequences;

e) learn frpm experience.

The outsourcing process typically starts when the leadershipobserve an outsourcing opportunity,|such
as the following:

— it is clefir that current in-house services are £60 expensive, underperforming, below benchmark
levels or provide insufficient opportunities fdr scalability;

— anorgahization is developing a new service with unique specifications and the organization dogs not
have th¢ internal competencies, time, budget or desire to do so: as a consequence, the organizption
intends|to outsource development-and delivery to an external provider;

— ifthe cyrrent provider is deljvering services but not meeting agreement terms;
— current|delivery is not or.ne4donger in line with the organization’s strategy and goals;
— ifthe oytsourcing contract is approaching its expiration date.

At any stagg of the life)Cycle, the outsourcing strategy could also be reconsidered if there is any change
in the organjization’s sourcing strategy or if the (expected) value is not achievable.

Before decidifigito outsource, it is important that the implications are fully understood. To do so, a fynnel
approach cam be used (See Figure 4J. The funnel approach will help identity, validate and only execute
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 a@rsis funnel

The phase “outsourcing strategy analysis” is structured Q{@'ding to the process illustrated in Figure 4.
The fain activities in this process are to: ®®
a) ¢heck outsourcing prerequisites ) ®$

b) Winderstand services eligible for outsousr@i)n\;

c) assess organizational impact of outs@'rcing of services;
N

d) Iefine outsourcing strategy; . Q
€)
f) ¢valuate and decide; O

g) getup outsourciggﬁoject.
The ain output@his phase are:

— 4nouts Yr;g strategy;

— an uQ&il business case;
9

: 1 4
— d UCLISIUIT UUCUIIITIIL,

evelop initial business ca@ for outsourcing ;

— 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:

— anup-to-date business and functional strategy and goals document exists and if not, thisis addressed
at the appropriate leadership level;

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

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

— early ogportunities for outsourcing are in line with the business strategy.ahd goals and adequiately
addresgthe business challenges and future services and markets;

— awarengss that outsourcing requires business transformation and@change management apprpach.

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

Table 5 — Check outsourcing prerequisites

Main inputs Main outputs
Outsourcing opportunities Validated early outsourcing initiatives
Business and functional strategy and goals Pecision to continue the outsourcing initiative by the approprjate

. leadership level
Sourcing strategy and goals

Functional strafegy and goals

Challenges, futyre services and markets

6.3 Understand services eligible for outsourcing

The purpos¢ of the “understand-services eligible for outsourcing” process is to gather information gbout
the services|to be outsoureed-This information enables organizations to:

— establish scope of §ervices eligible for outsourcing;
— understfand thefeasibility of the outsourcing opportunities;

— establish®asic requirements to be used in the request for information and request for proposal;

— 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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identify (strategic) importance of the service and possible restrictions for outsourcing;

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

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

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

identify current performance levels and their consistency;

penchmark current services on cost and/or pertormance;

identify targets of improvement and strategic constraints.

The Information gathered here should be handed over to the next phase (see 7.2)for furthef detailing.

Undgrstanding services eligible for outsourcingis the primary responsibilityefthe leadership supported
by functional management, for example the operations manager. The leadership may also be supported

by syitably experienced outsourcing consultants.

Key guccess factors are:

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

gvailability of accurate and objective performance data-on’ volumes, quality, costs, present unit
productivity trend, risks and constraints per service;

¢lear definition of scope and demarcation of services;
gvailability of knowledge on organizational processes and service management;

Inanagement commitment.

Table 6 — Understand services eligible for outsourcing

Main inputs Main output

Servige descriptions Detailed information on potential services for outsopircing (combi-
Agredd formalized organizational processes
Currept service level agreements{SLAs) and agreements

Servige levels and metrics, volumes, quality, costs, risks, con-
straints

Assetjand inventorylist
Benchmark data

Businpss dnd process documentation

nation of the main inputs)

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)

b)

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

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 For more guidance, see Annex B.

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

influences on achieving the business, functional and sourcing strategy and goals;
e) determine fulfilment of other requirements, e.g. compliance with laws and regulations;

f) determine outsource performance;

g) create an impact analysis report mentioning the benefits, costs, risks, constraints and ¢ther

impactgd factors after outsourcing, depicting the best, worst and most likely case.

The benefits of outsourcing should not only be expressed in financial and quantitdtive termsg,

but

also in qualjtative terms such as employee morale or client and customer satisfaction. As the efffects
of outsourc|ng are at times unsettling, an organization should investigate the effeécts thoroughly. In

Annex C a list is included of possible factors that might be impacted.

Key success|factors are:

— sufficiept rigour and inclusion of right disciplines whilst assessingthe impact of outsourcing op the

organizption;
— conseqyences of outsourcing are understood by the appropriate level of management.

The process|uses and creates the inputs and outputs shown®in Table 7.

Table 7 — Assess organizational impact of outsourcing of services

Main input Main outputs

Detailed information on potential services for outsourcing Initial risk assessment

Impact analysis reports

Benefit analysis reports

6.5 Definle outsourcingstrategy

The purpose of the “défine outsourcing strategy” process is to formalize the business goalg
prerequisitds for outseurcing.

The outsourcing strategy describes the organization’s overall approach for outsourcing consisting

and

of a

set of servicps-and corresponding outsourcing opportunities. A selection of services may be combinled to

create a specific outsourcing scenario. A husiness case can then he 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.

determine the organization’s provider selection approach;

determine the organization’s transfer and transformation approach. This includes a definition of

the organization’s human resources impact assessment method for outsourcing busine

An outsourcing strategy contains the following aspects.

Befo
strat

The

requ
over
earlyf

Key

The

SS cases.

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

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

Wﬁrhf—m—lﬁ_ru Sourcing model: what combination of Services, Including people, process and/or tec
e outsourced and why?

Dutsourcing approach: for example single sourcing, multi-sourcing, domestic soureing, 1
or offshoring, limited tender, open tender.

Type of relationship with the provider: The nature of the desired relatiohships depend
— the business impact of the outsourcing on the client’s core processes;

— whether the service is a commodity or specialized.

$cope document: Lists all business processes and systems, permitted to outsource, S

¢ategories to be outsourced and applicable geographies: Lists all areas and proces
¢xcluded from outsourcing.

Detailed strategy: Determine the consequencesyrisks and underlying choices to im
preferred outsourcing model.

$cenario selection criteria: The criteria by-which one selects the optimal outsourcing s
High-level execution plan: The way iniwhich the aspects as listed above can be implem

High-level business case: ProvideJjinsight in the financial and non-financial consequ
preferred outsourcing models

e proceeding to the next\phase of the outsourcing life cycle, formal approval for the
egy should be obtained from the top leadership.

strategy process-s.also triggered if an exit decision is to be made or major reconsid

11l outsourcifigstrategy and is providing the benefits as expected (see also 6.7 and Anne
termination of an existing outsourcing contract may require (re)defining the outsourc

uccess-factors are:

q

hnology, can

lear-shoring

b On:

ervices and
es that are

plement the

plution.
bnted.

bnces of the

outsourcing

erations are

red. In this case the current outsourcing arrangement is to be validated if it is still aligned to the

X 1). Possible
ng strategy.

data availability and quality to build a business case;

clear long term goals;
formal approval of the outsourcing strategy from appropriate leadership.

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

Potential servic

Initial business

Business strategy

Relevant functional strategies

Corporate governance principles

Outsourcing evaluation document

Outsourcing strategy
Outsourcing model
es for outsourcing

wide risk assessment

6.6 Deve

The purpos;
deciding wh
goals and dg

“Develop in
deliverable
Based on th
outsourcing
should be r
managing th

The main ad
a) develop
b) approvd

outsour

The process|

e of the “develop initial business case(s) for outsourcing” process is to help mahagemsg

e results from the "assess organizational impact of outsourcing of services” and the “d

efined at each subsequent phase and serve as an important management instrumer
le value delivery.

op initial business case(s) for outsourcing

ether the intended outsourcing strategy will meet the business and sourcing strategy
termine to what degree these are in line with the organization’s strategy,

tial business case(s) for outsourcing” is the process aimed at delivering a documg
alled the business case. A business case should be prepared for eachiouitsourcing alterng

strategy” processes, the initial business case can now be, déveloped. The business

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

initial business case(s) by financial spdnisor, functional manager, process own¢
cing sponsor.

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

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

ntin
y and

nted
hitive.

efine

case
t for

b or

Main inputs Main output

Impact analysig
Benefit analysi

Outsourcing sty

reports Initial business case(s)
reports

ategy

6.7 Evalu

The purposé
strategy an

consider thgq continuation of an existing outsourcing arrangement.

ate and decide

ofthe ‘evaluate and decide” processisto decide whether or notto proceed with the prop
implications, as set out in the respective processes of “define outsourcing strategy”,

osed
or to

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 an
The main ac

a) prepare

d acceptable business risk. This trade-off should be clear.
tivities in this process are to:

a decision document comprising the outsourcing strategy and business case;

b) formal 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.

Table 10 — Evaluate and decide

Main inputs Main output

Outsourcing strategy Decision document
Businpss case

Outsourcing evaluation document

6.8

Set up outsourcing project

The purpose of the “set up outsourcing project” process is to develop.a detailed assignmentpnd install a

projectteamin charge of carrying outthe “initiation and selection®and the “transition” phase
P outsourcing arrangement should be considered a project effort, as it is a multifunctignal step-out
from{business as usual.

of th

The fnain activities in this process are:

a) (reate a project charter, determine the project boundaries in terms of costs, scop
dcceptance criteria, timelines, milestones, governance, project team, top leadership, et¢

b) 3ll key-roles defined in the project charter should be appointed;

) rovide evaluation criteria;

d) 1rief project team and initiate.communication with stakeholders;

e) establish the outsourcing gevernance framework and practices (see Clause 5).

NOTH See IS0 21500 forfurther guidance on project management.

Key guccess factorsare:

the appropriate level of management is appointed owner of the outsourcing projg
provide mandate;

Realization

e and time,

"

bct and will

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 ¢donsists of the following processes:

a) detail r¢quired services;

b) detail opitsourcing model;

c) define dgreement requirements and structure;
d) identify|potential providers;

e) shortlisf providers;

f) outline pgreements;

g) negotiafe and establish agreements.

The main oytputs of this phase are:

— detailed outsourcing model;

— record of provider selection process (audit trail);
— selected provider;

— signed ¢utsourcing agreements;

— detailed business case;

— detailed risk assessment;

— transitipn plan.

7.2 Detalil required services

The purpose¢ of thes“detail required services” process is to develop a detailed description of all seryices
identified in the “outsourcing strategy analysis” phase. These service descriptions should include all
necessary irfférmation for providing the services, e.g. input, output, required results, and responsibilities.
The service Tequirements resulting irom this process rorm the basis for the SUbSequent processes
“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) create template for detailed and consistent service description from a business point of view;

b) describe current and required services including requirements and outcomes;

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

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

assure adequacy of service levels and pricing structure;

assure validity of the quality and quantity structure;

identify service boundaries and interactions between client and provider or third parties;
update the business case;

update the risk assessment.

- | - 1 11 L b= | | - el dnadn 1 b h h
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uniqie and project-oriented services. Defining the service description should include anvidentification

of transformational needs that might originate from outsourcing these services.

Key

The

guccess factors are:

involvement of knowledgeable service owners to ensure complete and accurate servicq description
and requirements;

reliable information on quantity and quality requirements;
dccurate identification and definition of technical requirements based on the service description.

process uses and creates the inputs and outputs shown.in‘Table 12.

Table 12 — Detail required services

Main inputs Main outputs
Positiye decision on the outsourcing project Service requirement specifications
Initia] business case Updated business case
Initia] risk analysis Updated risk analysis

7.3

The
the
and

stanglardized or custpimized and provide adequate flexibility.

The
a)
b)
‘)
d)
e)
f)
g)
h)
i)

Detail outsourcing model

purpose of the “detail-outsourcing model” process is to detail the outsourcing model from
loutsourcing strategy analysis” phase into a specific tailored outsourcing model fqr the scope
hssignment at hand:\The outsourcing model should reflect whether the required $ervices are

ain activiti€s.in this process are to define the requirements from a client perspective|for:
utsourcing'governance;

inneyvation management;

trafrsitiormanagement;

change management;

asset and knowledge management;

quality and performance management (see ISO 9001 for further information);
delivery (see ISO/IEC 20000for further information on IT outsourcing);
commercial and financial arrangements;

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.
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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 success|factors are:

— alignmdnt of outsourcing model with the defined business case;
— considefation of cultural aspects;

— designing frameworks that enable effective joint decision making.

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

Table 13 — Detail outsourcing model

Main inputs Main output

Outsourcing mgdel Detailed outsouyrcing model
Outsourcing stijategy

Updated busingss case

Service requirement specifications

Relationship matrix

7.4 Define agreement requirements and structure

The purpos¢ of the “define agreement requirements and structure” process is to define an agreement
structure apd to identify and draft the mandatory and optional components of the prospective
agreement(s).

The main agtivities in this process are:
a) review existing 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
developiment, ifitellectual property and security departments);

c) define qgreement 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

0:2014(E)

Servi

Main inputs Main outputs
Outsojurcing strategy Draft version of outsourcing agreements
Initia] business case Draft non-disclosure agreement (NDA)

Detailed outsourcing model

Relevint laws and regulations

Relevant internal policies

e requirement specifications

7.5
The

evaluyate all potential providers based on defined selection griteria.

One

potential providers:

NOT
The

a)

Identify potential providers

purpose of the “identify potential providers” process.is‘to assess the market to ide

or all of the following information gathering(methods should be considered for

¢ompany internal inquiry, e.g. preferred pravider list;
¢nquiry of business networks;

market research and (benchmark)studies;

fequest for information;

legal requirements affecting or restricting identification methods (public tende]
fegulations, purchasing regulations, etc.).

BE1 For further iformation see Annex D.

main activiti€s in this process are:

¢reate a-hiigh-level evaluation matrix or methodology as a basis for weighting and
different information aspects;

ntify and to

identifying

r laws and

ranking the

ds;

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.

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

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

2) requirements originating from the defined outsourcing and governance model;
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3) requirements originating from the draft outsourcing agreement.

f) draft and prepare a list of potential providers weighted and ranked according to the evaluation
matrix or methodology;

g) select candidates for the “shortlist providers” process.
Typical categories of evaluation criteria used in the evaluation matrix are:
— fit to outsourcing strategy;

— fit to service requirements;

— company type;
— cultural fit;
— relative|size of the provider;

— businesp risks that may pertain to process, financial, continuity, geopolitical; currency, macro-
economjic, partner viability, supply chain etc.

Key success|factors are:

— transpalrent, clear and consistent selection criteria;

— balance|between quantitative and qualitative criteria;

— identifyling adequate and relevant providers is the key toda%uccessful selection process.

The process|uses and creates the inputs and outputs showit in Table 15.

Table 15 — Identify potential providers

Main inputs Main outputs
Service requirement specifications Request for information
Detailed outsoyrcing model High-level evaluation matrix
Draft outsourcing agreements List of potential providers
Record of provider selection process (audit trail)

7.6 Shortlist providers

The purpos¢ of the “shaxtlist providers” process is to make an informed decision on which provider|s are
considered fo be thesshortlisted providers for entering the agreement negotiations.

The main adtivities'in this process are:

a) detail theevatuationrmatrixormethodologyandseleetion—eriteria;

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

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

d) provider to prepare and submit proposals to the client;

e) handle information requests to clarify requirements and intentions;

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

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

h) 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 available to

the @
the €

establish agreements” processes.

Legal
prop

Depd
migh

Key {

— 1

— 4§
The |

ddequate weighting of quantitative and qualitative criteéria;

lient for evaluating the candidates. The received information should be considered f
valuation matrix and for identifying candidates for the “outline agreements” and\'n

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

nding on the outsourcing arrangement and available potential providers, several selg
t be necessary.

uccess factors are:

ransparent, clear and consistent application of selection‘eriteria;

rood understanding of management values and ¢ulture.

brocess uses and creates the inputs and outputs shown in Table 16.

Table 16— Shortlist providers

or updating
pgotiate 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
Draft putsourcing agreements List of shortlisted providers
Recorgd of provider selection process/(audit trail) Updated record of provider selection process (audit frail)
7.7 | Outline agreements
The purpose ofi\the “outline agreements” process is to draft, discuss and consent on all agijeements for
the outsoureing relationship with one or more shortlisted providers, depending on policy anfl regulatory
requjrements.
The ainactvitesinthisprecessare:

a) perform due diligence investigations and further narrow down shortlisted providers (candidates

i

dentified 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;

6) identify operrissues for megotiations:

Key success|factors are:

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

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

Table 17 — Outline agreements

Main inputs Main outputs
Shortlisted proyiders List of candidates identified for negotiation
Service requirement specification Updated business.case
Draft outsourcipng agreements Due diligenééveport
Detailed outsoyrcing model Draft agreement 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 Negotiate 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:

ISO 37500:2014(E)

— consideration of restrictions on client and provider side;

— adequate balance between qualitative and quantitative aspects;
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bstablish agreements” process;
lear understanding of the outsourcing governance and management culture;

lear understanding of joint activities, effort and cost for transition;

egotiate and

— ¢lear understanding of transformation and/or service change expectations after transition;
— ¢lear tasks, roles and responsibilities.
The process uses and creates the inputs and outputs shown in Table 18.
Table 18 — Negotiate and establish agreements
Main inputs Main outputs
List of candidates identified for negotiation Updated business case
Mutuglly 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 frameworks

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 externa

1 (see ISO 21500).

The phase ends when the delivery capability is confirmed according to agreed specifications. The

transfer of 1
test results
capability a
performanc

This phase ¢
a) establis

b) establis|

esponsibility to the provider is initiated after key stakeholders reviewed the perforn]

and grant their sign-off, highlighting the client’s confidence in the provider del
nd accept the residual risk. The business case should be updated and this, togetherwit
e level obtained, should form the baseline for evaluation purposes.

onsists of the following processes:
h transition project team;

h outsourcing governance;

c) refine delivery framework and transition plan;

d) refine ki
e) execute
f) deployt

g) deploy 4

nowledge acquisition;
transition of knowledge, people, processes and technology;
he quality, risk, audit and compliance frameweorks;

isset and knowledge management framework;

h) deploy delivery type frameworks;

i) testser
j) pilotan
The main oy
— establis|
— baseling

— formal s

8.2 Estab

yice delivery capability;
l handover;

tputs of this phase are:
hed delivery capability;
bd business case;

ign off transfer.

lish transition project team

ance
very
h the

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 ac
a) setupa

b) setupa

tivities in this process are:
transition project team;

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

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 joutsourcing
gtrategy, especially while communicating to employees and existing providers, sp.as tp reduce the
fisk of resistance to outsourcing.

Table 19 — Establish transition project team

Main inputs Main outputs
Mastgr agreement Communication and esc¢alation procedures
Servi¢e agreements Transition maagement committee and other contadt details
AdditJonal agreements Refined resp@nsibility matrix

Transftion plan
Respdnsibility matrix

Envirpnment description

8.3

Establish outsourcing governance

The purpose of the “establish outsourcinggovernance” process is to establish the smooth doordination

of the “transition” phase and to establisl the outsourcing governance.

The main activities in this process:are:

a)
b)
‘)
d)
€)
f)
g)

h)

feview of the agreed outsqurcing governance by client and provider;
identify and assign@eople to the appropriate roles defined in the outsourcing governance;
provide work eniyvitronment and infrastructure if applicable;
get up communication channels, protocols, escalation templates and governance reports;

frain 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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effective communication, regular updates among key stakeholders at client and provider;

esolution to top priority issues and exceptions.

For further information, see Clause 5 on governance.

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

Table 20 — Establish outsourcing governance

Main inputs Main output

Refined respon

sibilitvz matrix Quisourcing governancemeetinags-schedule.
J (==} i=)

Relationship m

Outsourcing go
model

Transition plan|
Communication]

Reporting fram|

trix

ernance framework from the detailed outsourcing

various agreements
and escalation procedure

ework from the detailed outsourcing model

8.4 Refin|

The purposg
the operatig
selection” pl

The main ad

a)

refine t

e delivery frameworks and transition plan

e of the “refine delivery frameworks and transition plan” process is to review and elab
nal frameworks and the detailed transition plan that.was prepared in the “initiatior
hase. (See also Annex G.)

tivities in this process are:

formance management. ;

work environment and infrastructune requirements;

capacity, people and volume prognoses;

people competency requirements for all roles;

h1] the above framework documents;

detailed operatioabtransition plans, highlight variances to original plan, if any;

the implemeftation and periodic review of transition plans, and sign-off from pr
and appropriate leadership of both client and provider;

procurement of machinery, software and regulatory licences, other activities that h
€;

brate
1 and

ne delivery framework by undertaking a gapranalysis, defining metrics and measurenpents

pCESS

Hve a

le$ in accordance with prnpncpd structure agree r‘:\p:\r‘ify and framework rpqln'rpmr—'l

nts;

and per
b) identify
c) validatg
d) identifyj
e) update
f) develop
g) manage

owners
h) initiate

lead tiny
i) createn
j) refineb
k)

Key success

for reso

commit

usiness continuity framework (see ISO 22301);

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

factors are:

lving exceptions;

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

performance standards along interim goals where applicable;
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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
Transftion plan Operational transition plan
Servige specification requirements Risk report
Procefs maps, blueprints, drawings if exists Capacity plans
Standprd operating procedures (SOPs)
Detailed services baseline reports
Propdsed/historical capacity plans

8.5 | Refine knowledge acquisition

The purpose of the “refine knowledge acquisition” process_is to enable the provider tg obtain the
knowledge required for the service provision from the client or the existing provider. Therefore, the
process for knowledge acquisition defined in the original solution needs to be refined for implementation.

The inain activities in this process are:

a) ftefine of knowledge acquisition methodologysand knowledge assessment plan;

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

c) 4qcquire knowledge and documents as appropriate. This should, at a minimum, inclgde detailed
usiness process documentation, SOPs, process maps and exception handling |procedures
escriptions;

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

e) develop an updated management process which supports comprehensive capture ofl knowledge,
nd aid resolutieh to outstanding provider queries and clarifications.

Knowledge aéquisition could include the following aids:

— flormial’presentations;

— 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 System descriptions and process maps
Process maps, blueprints, drawings if exists Client’s business model (for the providers’ employees to understand

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

Refined SOPs

Selected set of SOPs

Current training manuals

L Glossary of used terms
System descriptions

Agreed malntendance mdanuals

Agreed training manuals

8.6 Execute transition of knowledge, people, processes and technology

The purposg of the “execute transition of knowledge, people, processes and technelogy” procgss is
ensuring a secure, complete and effective transition of required knowledge, people; processes and ¢lient
assets, and technologies in order to assure that the services are installed on time, in accordance|with
quality expgctations and within budget.

The main agtivities in this process are:
a) mobiliz]ng resources in accordance with agreed capacity planiby both client and provider;

b) provisian of operational resources including work enviropment and infrastructure by both ¢lient
and projider;

c) ensurinig all responsibilities have been transferred and relevant HR procedures have been follgwed;

d) putting|[ in place all procedures, training eurricula and manuals, training plans, handouts,
standarnds and SOPs;

e) certifyipg trainers;
f) providing user rights, access levels;restrictions, etc. at client and provider’s work environments;

g) ensuring that knowledge transfer is completed through appropriate means including trajning
prograrhmes/selfstudy, operational policies, procedures, practicesapplicableinthe new environipent;

h) assessing, auditing and-Certifying, if applicable;

i) ensuring that all pending changes/revisions to process, systems are implemented;
i) ensurinE smooth transfer for identified people and business related assets to the provider;

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

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

Main inputs

Main outputs

Revised detailed transition plan
System descriptions and process maps

Client’s business model (for the providers’ employees to understand
the client, client’s customers, industry, etc.)

Refined SOPs
Glossary of used terms

Maintenance manuals

Transition report

Assessed and/or certified trainers
Detailed training manuals and aids
Risk report

Updated exit management process

Updated SOPs

Train{ng manuals

Refin¢d responsibility matrix

Trainfng 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 tp implement

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

The fnain activities in this process are:

a) provide work environment and assign roles to resources

b) 4et-up audit criteria, e.g. company standards, relevantexternal standards, legal requir¢ments;

c) plement mechanism for getting information from both a client and provider's perfgrmance and
uality management teams;

d) plement risk management framework including reporting (see also ISO 31000);

e) plement audit and compliance framework and reporting;

f) plement performance framework including reporting.

Repdrts are being passed on toboth client and provider by the established joint governance fommittees.

Key success factors are:

— {imely status upddte-meetings and review of action items to maintain compliance;

— 3Jnalysed andridentified gaps and risks;

— (¢lient involyement in audit and calibration of the deployed frameworks;

— auditors with assigned roles and with appropriate competencies.

The préeessusesand-createstheinputsand-outputssheowninTable 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

Outsourcing agreements

Risk report on the installation of the quality, risk, audit and compli-
ance framework

Benchmark analysis plan

Quality, risk, audit and compliance plan
Process improvement plan

Measurement systems and calibration set-up

Feedback mechanism
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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) providing operational resources including asset and knowledge management infrastructure;
b) assigning resources and introduce tasks and responsibilities;

c) training and certifying resources;

d) implemgnting a mechanism for periodic process updates and associate skill verification plam;
e) implementing policies, procedures and templates;

f) implementing the record management policy for the maintenance of currency of r'ecords.
Key success|factors are:

— appropriate software tool support for asset and knowledge management;

— periodi¢ review of knowledge records concerning relevance, accura€y and content quality.

The process|uses and creates the inputs and outputs shown in Table 25.

Table 25 — Deploy asset and knowledge management framework

Main inputs Main outputs

Responsibility matrix Available operational resources including asset and knowledgpe

. management infrastructure
Capacity plan

. Provisioned infrastructure
System descriptions and process maps

. . - Trained resources
Revised detailefd transition plan

Functional docimentation

Refined SOPs

8.9 Deploy delivery frameworks

The purpose¢ of the “deploy delivery frameworks” process is to implement the different types of deljvery
frameworkq that have been developed in 8.4.

The main agtivities iTthis process are:

a) providelenvirenment and infrastructure;

b) assign rlesatirces arr‘nrding ta capacity pl;m and introduce tasks and rpcpnncihi]i’ripc-

c¢) 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:

— 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

Outsourcing agreements Established service and/or production capabilities

Capadity plan Production planning and controls

Revis¢d detailed transition plan Staff plan and schedules

Refing¢d SOPs Delivery team structure set-up

Businpss continuity framework from the detailed outsourcing Provisioned contingency environment and team

mode Implemented communicatiop-and-escalation process
Implemented delivery, buSingss continuity and change management
framework

8.1(0 Test service delivery capability

The purpose of the “test service delivery capability” process is to describe and ensure a cpmplete and
effective testing of delivery capability, applicable frameworks, and knowledge transfer dffectiveness
and governance process before sign-off of the “transition” phase.

The inain activities in this process are:
a) festreadiness of work environment, heatth and safety measures, access control;

b) test of all systems, machinery, assembly or process lines, applications and communications

1
¢hannels concerning functionality, capacity, security, response time, availability and redundancy -
3s applicable;

c) {estofinformation security,)i.e. access rights, access levels, restrictions, exceptions if ahy;
d) f{estofincident and pfoblem management procedures;

e) testand/or auditfinancial reporting quality;

f) test and/or.audit performance reporting quality;

g) invokebusiness continuity plans and response team capability;

h) fest applicable frameworks that have been deployed;

i) test the 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 descripfions and process maps Recommendation commencement to pilot phase

Capacity report

Risk report

Issue report

8.11 Pilot

The purpos
percentage

transition n
considered,
could recom

The main ad

a)
b)

‘)
d)
e)
f)
g)

Progres
provide

Re-esta
the outs

Continue service delivery in its present form,and defer movement of the particular outsourci

the proy

commeice with integrated testing of service quality across all machinery and people groups;

perforni
standarf

review
present

hand ov

and handover

e of the “pilot and handover” process is to perform the delivery processes at a
of full load and gradually step-up to full load leading to,cutover to the provider
lanagement committee should exercise a balanced decision\fo ensure mutual interest]
and appropriate decisions made on the next steps. The trarisition management comm
mend any of the following decisions:

s in accordance with cutover plan, increase provider capacity while decreasing exi
I or its staff.

blish the particular process that is underperforming against plan, this however would d
ourcing business case.

rider.

tivities in this process are:

| the pilot run by ¢he’provider in accordance with plan, including at 100% expectg
d loads (not defined), consolidate performance results;

'he increase‘nrvolume/quality of performance (metrics) in comparison with the plans
pilot performance results and recommendations to the appropriate joint governance comm

erprocess formally according to the mutually agreed go-live plan;

$mall

The
S are
ittee

sting

ilute

ng to

bd or

ittee;

refine the formalhanding over documentfor moving responsibility T00% to the provider when approved;

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:

42

monitored performance trends, and associated proficiency level;

support from subject matter experts during pilot phase;

reviewed and updated business case;
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— clear understanding of residual risk and mitigation plan;

— 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 rgports Baseline of performance and business case
Issue feport Risk report
Risk report Issue report

Final SOPs

Final system descriptions and process maps

Service and key process auditplan

Final detailed outsourcingfiiodel and frameworks
9 Phase 4: Deliver value
9.1 | General
The purpose of the “deliver value” phase is to ensuré{that both client and provider realize[and sustain
the Benefits of the outsourcing agreement through collaboration. It is the phase where [the ongoing
delivery 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 that were made
in the agreement and during the initiation of'the outsourcing relationship.
NOTH In practice, several industries-specify guidelines and standards are available with morg¢ specific and
detailed descriptions.
The phase starts when the client'and provider have formally agreed that the “transition” phase has
been|completed.
Monf{toring of the deliveéry of the outsourced service(s) is an ongoing activity to validafe the value
creation during the phase.
The phase ends ‘when the relationship is terminated by either the client or the provider. This, for
exanpple, happeis if the client reaches an agreement with another provider or decides t¢ return the
operfption backin house. Or alternatively if the provider chooses not to continue to deliver the service on
the qurrentterms, or the outsourcing agreement is completed in accordance with the termfination date
stategddn the agreement.

A successful collaboration is dependent on constant review of the delivered quality and if it is in line

with

This

the expectations of the parties involved.

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) manage
h) manage
i) manage
j)
k)

2014(E)

deliver transformation (optional);

finances;
relationships;

the agreement;

value and business case assurance;

continuation or end of agreement preparation.

The main oy
deliverd
balance
easily a
analysiy

preparg

9.2 Deliv

The purposg
according td
process wag
the outsour
of the collab

The providg
achievemen
remains reg
success of t}

The main ad

a)

plannin
assets,

d demand and supply;

Ccessible managed current joint knowledge;

g and tracking servide delivery activities. This should cover the management of the phy

ig service personnel understand the service expectations committed to the client,

b= b el 1
LPULS UTLUILS PIIdast dI'T.

d service performance;

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

tion to make the continuation or exit decision.

er service

of the “deliver service” process is to ensure the continued and consistent delivery of se
the agreed service levels and other commitmentsimade to the client. The “deliver ser
created from the service design, which was implémented during the “transition” phg
ring life cycle. Interaction between the client afid provider will ensure long-term suster
oration.

r is responsible for installing and managing the “deliver service” process to ensur
L of the agreed service levels and @ther commitments to the client. However, the (
ponsible for providing timely résources and information, as applicable necessary fo
je collaboration.

tivities in this process aré:

the technology infrastructure and the people (personnel structures and competen
delivery plans,should be refreshed as an ongoing management activity;

management and management of capacity to ensure the effective allocation of resour(
e day-to<day client needs in line with the agreed service levels;

brit-ahd machinery updated with the necessary preventative maintenance completed;

rvice
vice”
se of
ance

b the
lient

Ir the

sical
cies).

es 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;

Service
b) demand
meet th
) ensgrin
equipm
d)
e)
f)
g) establis
h)
i)
44

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

hing processes to maintain the business continuity of service;

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

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

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 keyv_success factor Failure to manage this qpprnprinfn]v could stall prndn(‘rinn cause wastage or idle

time
Key {

q

— ]

that is irrecoverable.
uccess factors are:

ichievement of the agreed service levels;

esources are managed and utilised efficiently and effectively;

ervice delivery processes remain updated and keep pace with client demand;

— (lelivery processes are integrated effectively into the client organisation.

The j

brocess uses and creates the inputs and outputs shown ifTable 29.

Table 29 — Deliver'service

Main inputs

Main output

Servi
Updat
Servi
Prody
Staff |
SOPs
Syste
Asset

Imple
framg

Detai

e requirement specifications

ed framework documents

e levels and agreed service commitments
ction planning and controls

lan and schedules

In description and process maps
and knowledge managementinfrastructure

nented delivery, business§.eontinuity and change management
ork

ed outsourcing model

Performance data

9.3
The |

serv

Monjtor’and review service performance (ongoing)

purpose of the “monitor and review service performance” process is to verify that the 4
ce.¢ommitments are being met, to take appropriate action when commitments are n

\greed-upon

ot 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

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

s should be recorded and pprfnrmanp ;\gnincf them rppm‘h:d back at the next mppfing-

a)

meeting
b) service
c) perforn

Key success

perforni
agreed

perforni
require

The process|

and relationship performance reporting;

lance reporting is shared and reviewed with all relevant stakeholders.

jance is reported and reviewed on a regular basis to track actual performance ag
Commitments;

jance is actively managed to ensure consistent delivery of agreed commitments t
 quality with actions taken to address and improve performance as necessary.

factors are:

uses and creates the inputs and outputs shown in Tahle.30.

Table 30 — Monitor and review service performance

ainst

b the

Main inputs Main outputs

Performance d3

Quality, risk, ay
Measurement s
Process improv

Outsourcing ag

Updated framey

Benchmark anallysis plan

dit and compliance plan

ement plan

ta Performance report

fssues report

stems and calibration set-up

eements

ork documents

9.4 Mand

The purpos
resolved in
on either sid
that the pro
to address t

ge and resolvé-issues (ongoing)

e of the “manage and resolve issues” process is to ensure that issues and problems c4

h timelyand professional manner at the tactical or operational levels. It is inevitable
e, issues*and problems will arise during the “deliver value” phase. Therefore it is impo

Cesses established in the outsourcing governance are effectively implemented and man

hé-issues and problems that can arise, such cases are reviewed by the change committ

in be
that,
rtant
aged
be.

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 wit

hin governance on outsourcing.

The main activities in this process are:

a)

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;

b)

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 success factors are:

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

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

¢ommunication and escalation is appropriate to the severity of the issue andydealt|with at the
dppropriate level of management;

issues and problems are resolved in a timely manner.

Table 31 — Manage and resolve issues

Main input Main output

Issueg report Correctiveaction plan

Updatediknowledge management system

Issu€s'report

Estalation report

9.5 | Deliver and manage changes (ongeing)

The purpose of the “deliver and managechanges” process is to establish and implement pr
deliver minor and moderate modificatigns to the services provided according to the agreed
portfolio and/or service mix. It is inevitable that things will change in either, or more likely
external and internal environnient during the life of the outsourcing arrangement. Effec
and dlelivery of change helps-to-énsure the client, internal stakeholders and the provider(s
cominon agreement and under'standing around the services and the performance levels to

ain activities in-this process are:

a) documentedprocedures to record, classify, assess and approve requests for change;

b) ¢énable and)support change initiatives that are the result from continual improvemen
hanged client demand;

c) déeeision-making should take into consideration the risks, the potential impacts to servic

ocedures to
ipon change
in both, the
tive control

maintain a
be provided.

F analysis or

bs, the client,

business case update;

esultingin 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

level residing within governance.
Key success factors are:
— effective evaluation of change requests to:

— have a clear feasibility assessment taken into account effort estimations and conse
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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 chapge Changed/transformed service specifications
Issues reports Updated business case
Updated frameyork documents Updated SOPs
Change approval Updated Service delivery framework

9.6 Deliver innovation (optional, ongoing)

The purpose of the “deliver innovation” process is to establish and implement procedures to facilitate
the delivery|of additional value through innovation.

Often the inhovation process resides at either the client or the provider. In many cases, the client expects
the provider to deliver innovations and use the latest technologies:When client business drivers require
innovations|to maintain a competitive advantage then the natite of the relationship between the ¢lient
and provider will need to reflect this and a formal innovation process should be established and facilitjated.

Within governance anappropriate committee should be setup providing the strategic direction, supervision
and control ¢f all innovation related activities. Often within delivery a joint innovative or research cenltre is
established. (It is important that agreements express clearly how intellectual property is owned.

The main agtivities in this process are:

a) capturelinnovation ideas (see Annex'H);

b) explore|potential business benéfits and investment case;
c) deliverg process which qualifies and supports selecting innovation candidates to pursue (see Anngx H);
d) develop|initiatives viaformal sponsored innovation projects;

e) trial inifiatives and(prove business case enhancement of an initiative;

f) request|{formaltransformation approval from the appropriate governance committee.

NOTE Fqr'further 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 transformation” process is to establish and implement procedures to
delive ertsive modificationsof currentservicesorpushinmovationsinto-deliverywithogt negatively
impdcting existing service levels and volumes. Transformation can be executed in parallgl during the
“trarsition” phase when servicesare firsttransferred and then upgraded by the providertoagcommodate
higher performance or quality.

Withlin governance, an appropriate management committee (see Annex A) should be installed to monitor,
diregqt and evaluate the transformation projects and business case effectivefiess.

The fnain activities in this process are:

a) tecord, classify, assess and approve requests for transformation;

b) (¢reate and monitor the business case impact of the transformation initiative;
c) pilotthe transformed service and validate the businesscase;

d) 4mend agreements to fit in the transformed service;

e) frain personnel and handover to delivery manager;

f) o¢btain delivery and agreement approvaly the appropriate governance committee;
g) luonitor all transformation initiativ€s by an appropriate governance committee.
Key success factors are:

— jloint investment;

— assessments of busingss-case feasibility;

— Understand impacton current delivery processes.

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

Table 34 — Deliver transformation

Main inputs Main outputs

Transformation approval Updated SOPS
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 ac

a)

tivities in this process are:

of the agreement;

documenting and implementing the procedures required to manage and control the financial

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;

creating the financial management reports to be reviewed;

aspects
b)
c)
d) trac.king
varianc
e) managi
f) perforn
invoice
g) auditing

Key success

cost and
address

invoiceq

enables

The process|

r and monitoring financial budgets and determining appropriate corrective action o't
PS 0CCUT;

hg the assets of the agreement, including (jointly) owned intellectual propetty;

1ing the financial administration for the agreement, creation, validationyand processi
. managing payment problems and managing pricing;

y the agreement finances to ensure compliance with agreement goals and accounting r

factors are:

ed in a timely manner;
raised are accurate and timely, easily verifiableland paid to agreed terms;
effective financial evaluation of changes to.the agreement.

uses and creates the inputs and outputSshown in Table 35.

Table 35>+ Manage finances

hke if

ng of

ules.

| revenue are managed in line with expectations and budget with variances acted upon and

Main inputs Main outputs

Outsourcing ag
Business case

Changed/trans

Financial data

Feements Financial reports
Invoices

ormed service descriptiofis.arid assets Costs/revenues managed and tracked to budget

9.9 Mand

The purposq

ge relationships

actively ma
Typically, it

ged in accordance with the practices outlined within the overarching governance sec

a tion.
LMMWI&&MMM&MMMWM and

e of theX*manage relationships” process is to ensure relationships with all stakeholder

S are

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 ac

tivities in this process are:

a) build confidence and trust with all stakeholders;

50

© ISO 2014 - All rights reserved


https://standardsiso.com/api/?name=6e9fceafdaa2bb23d48b83fca6b1d5ea

ISO 37500:2014(E)

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) aprocess toreview and implement improvements agreed by the joint management téa

Both

relatjonship and ensuring client satisfaction. Typically, this will be the relatignship
accoyunt/provider manager.

Key {

q

q

The |

dligned stakeholders with realistic performance expectatiéns.

the client and provider should designate an individual who is responsible for m

uccess factors are:

uccessfully together;

brocess uses and creates the inputs and outputs shownin Table 36.

Table 36 — Manage relationships

m.

Anaging the
manager or

3 collaborative and effective relationship which enables thé. elient and provider to work

Main inputs Main output

Relati
Relati
Updat

Outso

onship plan Relationship assessment report
onship matrix

ed framework documents

urcing governance meetings schedules

9.10

The
man

Both
is mg
term|

Manage the agreemehnt

purpose of the “manage the agreement” process is to establish and implement prq
hging the outsourcing agreement throughout the “deliver value” phase.

outsourcingpartners should install a process to manage the agreement, which ensures
intained, the-agreement remains current with a common understanding across stakeh
s and obligations within the agreement.

The maih dctivities in this process are:
a) Wo ECT your organization by Mmonitoring compiiance wi € agreement;

cedures for

compliance
plders of the

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;

© ISO

2014 - All rights reserved

51


https://standardsiso.com/api/?name=6e9fceafdaa2bb23d48b83fca6b1d5ea

ISO 37500

:2014(E)

— 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

Intellectual pro

Outsourcing agreements

Changed/transformed services

Updated outsourcing agreements

perty

9.11 Valusg

The purposd
for assessin

The client an|
case created|
these goals g

NOTE
committees
evaluate and

The main ad

a) maintaij

b) establis
c) documsg

perforni
d) identifyj
e) particip

Key success

— agroun

The process|

improvy

and business case assurance

e of the “value and business case assurance” process is to establish and maintain ptoced
b the value realized from the outsourced service.

d provider should install the “value and business case assurance” process. The original bus
an expectation around the level of service and value, which would be re€eived. Progress ag
hould be baselined, tracked and measured throughout the “deliver value” phase.

strategic level). The output is also used within phase 1 to validate.the outsourcing strategy 4
decide.

tivities in this process are:

In and review the business case;

h a baseline for performance assessments (fibst set baseline at 8.11 “pilot and handovg

nt the results of the value analysis andsshare them with the provider for helping to faci
jance improvements;

improvement areas;
ate in continual improvemént programmes to address identified improvement areas.
factors are:

ded assessment and-tecord of value delivered against goals;

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

bment aréas identified which can be addressed with the provider.

uses'and creates the inputs and outputs shown in Table 38.

lures

iness
Qinst

The output ofthe end of agreement preparation process is discussed within the appropriate goverpance

nd to

”
r )

itate

Table 386 — Value and business case assurance

Main inputs Main outputs

Business case

Performance report

Business case 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 disrupti
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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

property righfc (IPR) and process l(nn\/v]pdgp which are critical for business continuity;

c) vyalidate the business case assurance results, establish and implement procedures|for making
fecommendations about continuing the outsourced service; the recommendation$ should be
¢onsidered in the following sequence of processes and activities:

1) phase 1: outsourcing strategy analysis, the “define outsourcing stratégy” process (f.5): validate
whether the outsourcing arrangement is still meeting strategic requirements;

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

3) the appropriate governance body to follow the outsoufcing governance framework “processes
of outsourcing governance” (5.5): “governance for 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 cong¢lusion and make an informed decision or create
advice for the operational management team

Key success factors are:
— ¢lear procedures and criteria for making the continuation decision based on fact-based data;
an up-to-date exit management planstrategy 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

Majn inputs Main outputs
Perfofmance report Up to date continuation/exit management plan
Outsourcing agreements Recommendations
Exit njanagement process Validated business case
Businpss 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
outsourcing

The precise
types of deq

committees and the meetings frequencies depends on the scope, size and complexit&c
arrangement. Q’\

nature of these meetings should be determined by a clearly articulated chal@(l.:,l’scop‘
ision established between client and provider. A basic structure shoulde?

fthe

b and

ast inclfide a

formal and gcheduled decision-making committee to enable effective management %@ vision.
An example|of the structure is given in Figure A.1. O
Clignt Joint 6\\ Provider

9
O
&

K
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, assign and track

possible risks and develop countermeasures to mitigate their negative impact (see Table B.[1). Each risk
needss to be rated and compared to the risk appetite.

NOTH For more information on risk management processes, see ISO 31000.
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Table B.1 — Checklist of potential outsourcing risks per phase

1. Outsourcing strategy analysis

2. Initiation and selection

tions for outsou

— missingor p
strategy/goals.

Insufficient internal capabilities to carry out strategy phase.

A preceding poor decision-making process that set out the direc-

rcing:

— commencing with outsourcing before properly considering
other alternatives

oor quality business, functional and/or sourcing

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 poor]
— strategic op
— view on bus
— view on futy

— current volu
elements

— information|

— desired voluy|
elements.

Losing core con
organization.

Risk, following
necessary to m

Distortion of by
Leakage of inte
Lack of awaren
Too positive an
Underestimatin
Wrong sourcing

Exponentially i
providers throy
rather than seq

quality inputs needed for the strategy analysis:
bortunities and benefits

ness challenges

re services/markets

mes, quality, costs, risks and constraints of service

on underlying resources

mes, quality, costs, risks and constraints of service

petencies which are of strategic importance to the

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

siness continuity by outsourcing activities.
lectual property.
bss, ownership and/or commitment at board level.
lestimation of business case elements.

g the consequences of a cultural misfit.

model selection.

hcreasing complexity and limiting list of potential
gh ambitious sizing of the service to bé&outsourced
hentially outsourcing services.

Risk that a provider/client eventually becomes a competitof,
Inadequately defined requirements, specifications and'SLAs.
Inadequate selection of potential provider.

Inadequately received or processed feedback frem provider.
Reputational risk of doing business with provider.
Inadequate selection of provider.

Inadequate reflection of requirements'in contractual agreemgnts.

Lack of mutual agreement on ajtaspects of the outsourcing re
tionship;.

Poor negotiation skills.
Limited pool of capable'suppliers.

Inappropriate or‘ineffective legal/commercial aspects of the cpn-
tract which faiPto motivate the supplier or to protect the part

Inappropriate allocation of risk between the parties

Risk gffailing to establish and maintain cultural alignment, rdla-
tionships and understanding.

3. Transfer

4. Deliver value

Insufficient inv
transition projg

Inadequate traj
Inadequate gov]|
Inadequate sery
Lack of transiti

Not timely star
managing the p|

blvement from client’s side/punely provider-driven
ct.

sition project team,
brnance during tfansition.
Fice performance.

n capacity-

ingAvith building the retained organization for
Fovider.

Inadequate service performance.
Inability to meet end-user expectation.
Business continuity risks.

Compliance risks.

Inability to meet mutual expectations.

Inability to direct client/provider by missing performance mopitor-
ing or clarity on metrics.

lack

Inertia of counterparty leading to unsustainable services, e.g.

Inadequately ad

Not conducting
before go-life.

vices or inabilit

dressed change barriers.

full real-life testing of service delivery capability

Business continuity risks during transition, lacking assets, knowl-
edge, communication channels, human resources to support ser-

y 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 outsourcing pfoject will be

exec|ted, e.g. not lowering the risk by assuming that there is a 40 % likelihood that the outsoufcing project
will ot start.

B.2

B.2.

Course of action after conducting the risk assessment

| Phase 1 risks

Thislinitial risk assessment should be carried out during phase/xlt is therefore important that for risks

that

B.2.2

For fhe subsequent phases, the risk assessmentheeds to be refined and decisions need
concerning appropriate mitigations.

NOTH

on rigk management, see ISO 31000.

impact the current phase, countermeasures are installéd ds soon as possible. This i
safeguard the quality of the outcomes of the current phase.

Phase 2, 3 and 4 risks

in order to

to be taken

The risk tracker is updated every time new risk-related information is available. For mor¢ information
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Phase 1 Checklist for the outsourcing business case

Annex C
(informative)

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, fupctional and sourcing strategy and goals. This is not an exhaustive checklist and there

be additiondl costs and benefits.

Table C.1 — ChecKlist for costs/benefits examples

may

Current services

Current service levels

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

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 outsourcer’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 reorganization costs

Other qualitative aspects

Risk oftransfer

RiskefService failure during transfer

Future outsoufced

Euture investments on innovation and transformation, when applicable

services or trapnsformed
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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