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BA is an outsourcing champion

We are delighted to extend our 
partnership with WNS. This 

company clearly understands our 
project goals and requirements. This 
has enabled us to realise significant 
cost efficiency and business value 

operationally, over the years. 

20 month extension of 
outsourcing contract
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Philips insources business IT 
applications
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But, outsourcing may be making a big comeback as word leaked 

that IBM would cut about 5,000 jobs in the U.S. and move the 

work to India. This may be the beginning of a new wave of 

exporting of American jobs to developing countries which have 

large pools of well-educated workers. 

India's GDP grew at a rate of 7% or better the last two years. That 

rate is expected to move down sharply due to the recession. The 

central government has the goal of continuing the growth rate it 

enjoyed until last year, but as GDP falls throughout the balance of 

the developing and developed world, it will be nearly impossible 

for the government to meet those goals. 
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Ford Brazil fined for outsourcing
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Key learning

• (Out)sourcing is everywhere in various forms
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Agenda of today

1. (Out)sourcing: a strategy or a tactic?

2. Understanding the (out)sourcing business

3. The process path to success 

4. An exercise
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Individuals occasionally outsource tasks: 

- Baby-sitting, Crèche, Cleaning, Ironing, Gardening… 

- Construction or refurbishment of a house, …

Individuals:

(1) Source: The 80/20 principle: The secret of achieving More with Less, Richard Koch, (2)  Source: Sourcing strategie: een zaak voor de board, Koen Bergers

(3) Source: Business Marketing 
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Pareto
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But outsourcing is not a strategy (1) :

Individuals should:

1. Specialise, develop core competencies

2. Choose a niche to excel

3. Realise that knowledge is power

4. Learn from the best

5. Which 20% effort delivers 80% result?

6. Understand your market and core customers

7. Start your own company at early age

8. Recruit people producing net value

9. Outsource everything except your core 
competencies

10. Use the leverage of capital ( = complement of 
sourcing)

Individuals occasionally outsource tasks: 

- Baby-sitting, Crèche, Cleaning, Ironing, Gardening… 

- Construction or refurbishment of a house, …

Individuals:

(1) Source: The 80/20 principle: The secret of achieving More with Less, Richard Koch, (2)  Source: Sourcing strategie: een zaak voor de board, Koen Bergers

(3) Source: Business Marketing 
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MBTI
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When and why do we outsource?
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But outsourcing is not a strategy (1) :

Individuals should:

1. Specialise, develop core competencies

2. Choose a niche to excel

3. Realise that knowledge is power

4. Learn from the best

5. Which 20% effort delivers 80% result?

6. Understand your market and core customers

7. Start your own company at early age

8. Recruit people producing net value

9. Outsource everything except your core 
competencies

10. Use the leverage of capital ( = complement of 
sourcing)

Individuals occasionally outsource tasks: 

- Baby-sitting, Crèche, Cleaning, Ironing, Gardening… 

- Construction or refurbishment of a house, …

Individuals:

(1) Source: The 80/20 principle: The secret of achieving More with Less, Richard Koch, (2)  Source: Sourcing strategie: een zaak voor de board, Koen Bergers

(3) Source: Business Marketing 
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What is the leverage of capital?

Je hebt de beschikking over een bedrag van 100.000 EUR. 

Je kan dit bedrag investeren in een bedrijf met een opbrengst van 20.000 euro.

Wat doe je?  Investeer je het volledige bedrag?  

Of leen je een deel?  Wat als de rente 15% bedraagt en je niet meer dan 50% kan 

lenen?   
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Solution

No leverage Leverage with 50% debt

Cost 100,000 EUR

Debt 0 EUR

Equity 100,000 EUR

Income 20,000 EUR

Debt service 0 EUR

Cash to equity 20,000 EUR

Return on equity

20,000 = 0,20

100,000    

Cost 100,000 EUR

Debt 50,000 EUR

Equity 50,000 EUR

Income 20,000 EUR

Debt service -7,500 EUR

Cash to equity 12,500 EUR

Return on equity

12,500 = 0,25

50,000    
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But outsourcing is not a strategy (1) :

Individuals should:

1. Specialise, develop core competencies

2. Choose a niche to excel

3. Realise that knowledge is power

4. Learn from the best

5. Which 20% effort delivers 80% result?

6. Understand your market and core customers

7. Start your own company at early age

8. Recruit people producing net value

9. Outsource everything except your core 
competencies

10. Use the leverage of capital ( = complement of 
sourcing)

Individuals occasionally outsource tasks: 

- Baby-sitting, Crèche, Cleaning, Ironing, Gardening… 

- Construction or refurbishment of a house, …

Individuals:

But sourcing often is not a strategy (2) :

“Organisations should focus more on core 
competencies for maximising company goals. 
Therefore, they need to make better use of strategic 
sourcing. Today issues are tackled separately. There is 
a need of a holistic approach”. 

Companies outsource task, knowledge, processes: 

- Mail distribution, Catering, Salary-administration… 

- ICT, …

Strategic Sourcing

Realising the company’s strategy and goals through 
a well considered choice between self-execution 
and outsourcing to third parties. 

Research study showed that 85% of Fortune 500 sales 
and marketing executives were outsourcing more key 
marketing services. When asked why they are 
outsourcing more today, 90% of these companies 
reported that the more they outsource the more 
competitive they become (3) .

Companies:

(1) Source: The 80/20 principle: The secret of achieving More with Less, Richard Koch, (2)  Source: Sourcing strategie: een zaak voor de board, Koen Bergers

(3) Source: Business Marketing 
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Agenda of today

• (Out)sourcing, a strategy or a tactic?

• Understanding the (out)sourcing business

• The process path to success 

• An exercise
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Buyer, Outsourcer, 

Customer

Supplier, Service 

Provider, Outsource 

Service Provider

On-shore

Near-shore

Off-shore

On site

Off site



Intro

26

Terms related to sourcing

Buyer, Outsourcer, 

Customer

The organisation which buys services from one or more service providers. 

Supplier, Service 

Provider, Outsource 

Service Provider

The organisation(s) which provide(s) services to the buyer/outsourcer. 

On-shore Outsourcing within the country.

Near-shore Outsourcing to a firm whose main base of operation (delivery of service) is not far 

outside the country (nearby territory, accessible by short travel in the same or 

neighbouring time zone) where the work is performed. Most important advantages 

are a less significant time change and/or cultural differences. 

Off-shore A global service delivery model to outsource to a firm whose main base of operation 

(delivery of service) is outside the country (accessible by long travel several time 

zones away) where the work is performed. For example, India, Israel and the 

Philippines are all considered offshore. Offshore outsourcing may involve a significant 

time change and/or cultural differences.

On site The service is provided at the customer’s’ site

Off site The service is provided of the customer’s site
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Sourcing types
In-sourcing

Co-sourcing

Facilities Outsourcing

Business Process 

Outsourcing

BPO
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In-sourcing In house execution of specific tasks or processes through hired staff e.g. telemarketing 
campaigns with temporary workers. 

Co-sourcing Sources, often personnel are shared by the customer and the outsource-partner to execute 
tasks/transactions with different competencies. Both organisations are responsible for 
providing appropriate resources.  

Facilities Outsourcing Oldest form of Outsourcing. Complete or partial outsourcing of facilities, tasks and 
transactions (sub-processes) that are not core and not critical e.g. mail-distribution, 
catering, salary-administration, training or telemarketing campaigns. 

Application Outsourcing (AO) concerns development and management of specific 
application software e.g. web building. 

Business Process 

Outsourcing

BPO

In BPO a particular standardised process task (either back office or front office) is 
outsourced e.g. book keeping, financial administration, procurement, business consultancy, 
CAD/ CAM, call centre, DTP, data entry, proof reading and editing, typesetting, handwriting 
services, marketing, medical billing and transcription, web design and development etc.

Knowledge Process Outsourcing (KPO) typically calls for work that needs higher levels of 
involvement from the worker. The worker has to employ advanced levels of research, 
analytical and technical skills and has to make decisions of a higher order than BPO work. 
Examples are pharmaceutical research and development, patent/ intellectual property 
research, animation and simulation. KPO industry is less older and mature. 

ITO or Information Technology Outsourcing is another major category.

Expectation concerning BPO are high. In upturn BPO is great, in downturn it is fantastic. 
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In May 2008, oil multinational Royal Dutch 

Shell opened a call centre in Cape Town. 

The centre services Shell's customers in 

Belgium, Luxembourg and the Netherlands, 

with native Afrikaans-speaking operators 

trained to converse in Dutch and Flemish. 
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Why is strategic sourcing unexplored?
1. Strategic Souring often has no process-base and is not scanned periodically:

- The sourcing process comprises three steps: choice, change and control. 

- The change-track often causes radical changes in the organisation with 
FTE impact. 

2. Strategic Sourcing is a means to professionalize the organisation:

- It is necessary that the outsourcing company organises the activities in scope 
professionally first. 

- Next a demand organisation must be created to define the expectations and requested quality level

3. Strategic Sourcing is only appropriate if the organisation is ready:

- Hoping that the external partner will solve the stubborn problem is not the right approach.

- The organisation must develop clear insights and competences on the issue first.   

4. Strategic Souring depends on the strategic importance of the organisation:

- The overall starting point must be maximisation of profit through effective and efficient management of 
core-competencies: how can sourcing contribute to this? 

- Decisions about core competencies is a strategic matter and therefore it’s the board’s responsibility to set 
up a sourcing strategy. 

5. Sourcing external staff is often considered as a disadvantage:

- External personnel comes and goes. Afterwards organisations feel deserted facing a lack of competence and 
through this becoming more dependent on external support.
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To make Strategic Sourcing a success, companies must be mature:  processes must be written-out in detail, 

responsibilities must be defined without overlap, monitoring must be in place. 

Q:  How transparent and measurable is the business?

Perhaps trivial, the more business chains are decided to outsource, the more clear insight and transparency is needed 

in the own organisation. 

Internal ExternalSourcing of Knowledge
Only a small part of the activities is outsourced. 
Lacking knowledge is brought in. 

Internal ExternalSourcing of Capacity
A bigger part of activities is put outside the 
organisation which requires an advanced level 
of maturity. 

Internal ExternalSourcing of the Result
In this case all activities necessary to achieve a 
specific result are outsourced. Outsourcing a 
complete chain of activities is a form of 
sourcing of the result.
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1. Cost savings. 
Decreasing the overall service-cost of to the business. This will involve reducing the scope, defining quality 
levels, re-pricing, re-negotiation, cost re-structuring. E.g. Access to lower cost economies through offshoring 
called "labour arbitrage" generated by the wage gap between industrialized and developing nations. 

2. Focus on Core Business. 
Resources (for example investment-budget, people, infrastructure) are focused on developing the core 
business. For example, organisations often outsource their IT support to specialised IT services companies. 

3. Cost restructuring. 
Operating leverage is a measure that compares fixed costs to variable costs. Outsourcing changes the balance 
of this ratio by moving fixed to variable cost and also by making variable costs more predictable. 

4. Improve quality. 
Achieve a step change in quality through contracting out the service with a new service level agreement. 

5. Knowledge. 
Access to intellectual property and wider experience and knowledge.

6. Contract. 
Services will be provided to a legally binding contract with financial penalties and legal redress. This is not the 
case with internal services. 

7. Operational expertise. 
Access to operational best practices that would be too difficult or time consuming to develop in-house. 

8. Access to talent. 
Access to a larger talent pool and a sustainable source of skills, in particular in science and engineering.  
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9. Capacity management. 
An improved method of capacity management of services and technology (Workforce management systems).

10. Catalyst for change. 
An organisation can use outsourcing as a catalyst for major step change that can’t be achieved alone. 

11. Enhance capacity for innovation. 
Companies increasingly use external knowledge service providers to supplement limited in-house capacity for 
product innovation.

12. Reduce time to market. 
The acceleration of the product development through the additional capability brought by the supplier.

13. Commodification. 
The trend of standardising business processes, IT Services and application services enabling businesses to 
intelligently buy at the right price. Allows a wide range of businesses access to services previously only available 
to large corporations. 

14. Risk management. 
An approach to risk management for some types of risks is to partner with an outsourcer who is better able to 
provide the mitigation.

15. Venture Capital. 
Some countries match government funds venture capital with private venture capital for start ups in their 
country. 

16. Tax Benefit. 
Countries offer tax incentives to move manufacturing operations from countries with high corporate taxes.
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“When asked what are the three primary reasons for outsourcing, more respondents singled out “improving their 
company’s focus” (55%) than any other factor. Alas, the second most popular response—reducing and controlling 
operating costs—was cited 54% of the time.

Not much of a difference, right? Keep in mind, however, that until recently saving money was regularly given as the 
priority among purchasers of outsourcing services. In fact, in the Outsourcing Institute’s 2001 IT Index, reducing and 
controlling operating costs was singled out by most respondents (48%). Improving their company’s focus was a 
distant second, identified by just 40% of that survey’s participants”.

Top 10 Reasons Companies Outsource

55%

54%

38%

36%

25%

20%

18%

12%

12%

10%

Improve company focus

Reduce and controle operating costs

Free resources for other purposes

Gain access to world-class capabilities

Resources not available internally

Accelerate re-engineering benefits

Reduce time to market

Share risks

Take advantage of offshure capabilities

Function difficult to manage or out of control

Source: The Outsourcing Institute – 5th Annual Outsourcing Index: 

http://www.outsourcinginstitute.com/oi_index/no_longer.html
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Research (Gartner) revealed that 
about 50% of all outsourcing-
relationships did not deliverer the 
expected results or failed completely. 
In 2006, 25% of ICT outsourcing 
contracts went wrong. 
Today only 10% (Jef Loos – EquaTerra)

Here are the 5 most important failure factors:

1. The expected output and results were insufficiently defined. 
This is caused by a complete absence of or poorly defined SLA’s.

2. Killer contract with too little room to move for the provider. 
When the supplier has very little (financial) margin, discussions will 
continuously pop up concerning included services and conditions.      

3. The absence of a ‘direction-responsible’ or a ‘producer’ (both with the customer and the supplier). 
A signed contract, defined SLA’s and a standardised service-package is not the end. A specific structure is 
necessary for follow-up and monitoring. Supplier and customer need constant interaction. This ‘production’ 
aspect is very often underestimated from a financial point of view.

4. An offer you can’t refuse. 
Sometimes suppliers’ offers are so attractive companies simply decide on the (cheap) price. Extra budget 
needed to solve unconsidered problems afterwards, rise disappointments quickly.   

5. Poor performing technology. 
Some customers expect that after outsourcing a process, output quality will improve substantially at once. 
It will improve, but this costs time and money and also additional investments from the customer.
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• Requirements not clearly defined
• No common goal
• Poor governance
• No win – win
• Poor communication

• Poor cultural fit
• Client has different providers
• Provider’s poor performance

Source: www.outsourcing-center.com
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Pros of Call Center Offshore Outsourcing

1. Lower costs

Proponents of offshore outsourcing claim that it significantly reduces or eliminates the costs associated with 
running a call center. When call center operational, infrastructure, overhead and labor costs are significantly 
reduced (or being handled by an external service provider), the savings can be significant.

2. Eliminate staffing issues

External service providers typically handle all of the hiring, training, scheduling, and managing of a team of 
call center agents. This can save your company time, money and headache.

3. 24/7 customer service for a fraction of the price

Outsourcing call center functions often allow companies to provide 24/7 customer support at a price point 
that won’t break the bank.

4. Easily handle overflow call volume

Outsourcing part of your call center operation to a service provider (that is only responsible for answering 
overflow calls during periods of high call volume) can be an invaluable solution to a costly problem.

5. Increase business continuity

When your call center provider guarantees 100% uptime, has servers located in multiple geographic locations 
and has staff dedicated to making sure call quality is excellent round the clock, you can be more confident 
with their ability to meet your customer’s needs.
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Reasons for outsourcing CC

Cons of Call Center Offshore Outsourcing

1. Decreased customer satisfaction

A recent study conducted by researchers from MIT Sloan School of Management stated that call center 
offshore outsourcing results in a significant decrease in service quality and customer satisfaction. This is like 
due to a combination of some or all of the factors listed below.

2. Linguistic and cultural barriers

Agents located overseas may lack the cultural knowledge, fluency and communication skills necessary to 
provide excellent support.

3. Decreased control over business functions

When outsourcing call center operations to an external service provider, you are putting vital business 
functions in a stranger’s hands. It may therefore be more difficult to monitor for quality assurance and put 
policies in place to help increase customer satisfaction.

4. Lack of company knowledge

Outsourced call center agents are often unfamiliar with company culture, practices and values. They therefore 
may not be dedicated to the company, devoted to the customer or provide a level of service that is in line with 
company standards and reflects the company culture.

5. Focus of agent may be divided

Call center agents who work for outsourcing companies often are assigned to make and receive calls for 
multiple clients. Therefore, their attention and time may be divided and they may never be 100% devoted to 
(or passionate about) your company.
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Reasons for outsourcing CC

Cons of Call Center Offshore Outsourcing

6. Lack of collaboration and communication between agents and departments

Often, all of the agents who make and receive calls for a single company do not work in the same building and 
likely do not have the means to communicate with each other. Thus, collaboration and communication 
between agents and departments is limited.

7. Hidden costs

When outsourcing call center operations, there are often hidden costs that can be overlooked. Costs 
associated with unforeseen legal issues, hiring a lawyer who is well versed in international law, losing 
customers due to poor customer service and the cost of re-acquiring lost customers can all significantly impact 
your bottom line.

8. Security and privacy concerns

Overseas call center agents are often not subject the same background checks that US-based agents are. Thus, 
confidential or sensitive information may be less secure than with local agents who have undergone a strict 
background check.
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Houston, we have a problem
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When and why do we outsource?
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But outsourcing is not a strategy (1) :

Individuals should:

1. Specialise, develop core competencies

2. Choose a niche to excel

3. Realise that knowledge is power

4. Learn from the best

5. Which 20% effort delivers 80% result?

6. Understand your market and core customers

7. Start your own company at early age

8. Recruit people producing net value

9. Outsource everything except your core 
competencies

10. Use the leverage of capital ( = complement of 
sourcing)

Individuals occasionally outsource tasks: 

- Baby-sitting, Crèche, Cleaning, Ironing, Gardening… 

- Construction or refurbishment of a house, …

Individuals:

But sourcing often is not a strategy (2) :

“Organisations should focus more on core 
competencies for maximising company goals. 
Therefore, they need to make better use of strategic 
sourcing. Today issues are tackled separately. There is 
a need of a holistic approach”. 

Companies outsource task, knowledge, processes: 

- Mail distribution, Catering, Salary-administration… 

- ICT, …

Strategic Sourcing

Realising the company’s strategy and goals through 
a well considered choice between self-execution 
and outsourcing to third parties. 

Research study showed that 85% of Fortune 500 sales 
and marketing executives were outsourcing more key 
marketing services. When asked why they are 
outsourcing more today, 90% of these companies 
reported that the more they outsource the more 
competitive they become (3) .

Companies:

(1) Source: The 80/20 principle: The secret of achieving More with Less, Richard Koch, (2)  Source: Sourcing strategie: een zaak voor de board, Koen Bergers

(3) Source: Business Marketing 
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COMPANY CORE

cc cc
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http://havetoremember.wordpress.com/2007/10/04/microsofts-core-competency/
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The starting point for understanding core competences is 
understanding that businesses need to have something that customers 
uniquely value if they’re to make good profits. 

“Me too” businesses (with nothing unique to distinguish them from 
their competition) are doomed to compete on price. The only thing 
they can do to make themselves the customer’s top choice is drop 
price. And as other “me too” businesses do the same, profit margins 
become thinner and thinner. This is why there’s such an emphasis on 
building and selling USPs (Unique Selling Proposition) in business. 

If you’re able to offer something uniquely good, customers will want to 
choose your products and will be willing to pay more for them. The 
question, though, is where this uniqueness comes from, and how it 
can be sustained.
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Hamel and Prahalad give three tests to see whether competencies are 
true core competencies:

1. Relevance: Firstly, the competence must give your customer something 
that strongly influences him or her to choose your product or service. If it 
does not, then it has no effect on your competitive position and is not a 
core competence.

2. Difficulty of Imitation: Secondly, the core competence should be difficult 
to imitate. This allows you to provide products that are better than those 
of your competition. And because you’re continually working to improve 
these skills, means that you can sustain its competitive position.

3. Breadth of Application: Thirdly, it should be something that opens up a 
good number of potential markets. If it only opens up a few small, niche 
markets, then success in these markets will not be enough to sustain 
significant growth.
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Core Competency?
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Core Competency?
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Does the CC belong to the Core of the Company?

Does the Contact Centre have a USP?
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1. What practical use will the contact 

center provide?

2. How can we simplify the delivery of 

services?

3. How can the CC contribution be 

lifted? (After utilizing products or 

services, what are the next tasks that 

customers will want to perform?)

Real innovation
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Agenda of today

• (Out)sourcing, a strategy or a tactic?

• Understanding the (out)sourcing business

• The process path to success 

• An exercise
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Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study
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Outsourcing Process

Activities

•Scan company’s 

readiness for 

outsourcing

•Engage an 

(external) 

consultant

•Identification 

potential 

processes

•Decision type of 

outsourcing

•Preliminary 

outsourcing 

mission, strategy 

and goals

•Business Case

•Risk evaluation

•GO / NO GO

Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study
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Pre study
1. Scan company’s readiness for outsourcing:

Fit with the (customer) strategy of the company. Higher management (sponsors) needs to decide the 
outsourcing principles first.  

2. Engage an (external) consultant:
Especially when experience in outsourcing is limited, companies 
should engage a consultant early in the process for guidance and 
sparring-partnership. 

3. Identification potential processes:
Core-business and core-competencies must not be mixed. 
In principle non-core activities can be outsourced if they are not 
a core-competency. E.g. back-office activities. 

4. Decision type of outsourcing: 
In-sourcing, Co-sourcing, Facilities outsourcing, BPO,….? 

5. Preliminary mission, strategy and goals:
Description in brief: What do we want to achieve? 
How do we want to achieve this? What are the concrete goals?  

6. Business case: 
Cost-benefit analysis for all sourcing options (doing it yourself, in-sourcing, co-sourcing…) through interviews, 
work-place monitoring, workshops, brown-paper sessions, zero-measurement, … . 

7. Risk evaluation:  Reliability: quality of data, information concerning processes, …? 

8. Decision: GO / NO GO   

Strategy, Policy, 

Steering

Never outsource

Process design, 

innovation and re-

engineering incl.

‘Sharing’, Preserve 

know-how.

Administration and 

execution

Outsource

Systems, 

Technology, 

Infrastructure

Outsource but 

preserve know-how

Example: Contact Centre Outsourcing
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Outsourcing Process

Risks:

• Absence of risk assessment and a vision/strategy on outsourcing

• Insufficient insights on process inter-relationships

• Insufficient insights on current and future costs

Activities

•Scan company’s 

readiness for 

outsourcing

•Engage an 

(external) 

consultant

•Identification 

potential 

processes

•Decision type of 

outsourcing

•Preliminary 

outsourcing 

mission, strategy 

and goals

•Business Case

•Risk evaluation

•GO / NO GO

Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study
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Outsourcing Process

Activities

•Assignment 

Project Manager

•Project Charter

•Composition 

Project Team

•Action Plan

•Milestones

•Deliverables

•Risk evaluation

•PSR

•Steering 

Committee

Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study
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Outsourcing Process

Activities

•Assignment 

Project Manager

•Project Charter

•Composition 

Project Team

•Action Plan

•Milestones

•Deliverables

•Risk evaluation

•PSR

•Steering 

Committee

Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study

Risks:

• Underestimation of complexity, scale and impact on the organisation

• Absence outsourcing methodology

• Lack of outsourcing competence
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Outsourcing Process
Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study

Activities

•Determine 

evaluation 

criteria

•Long list, 

presentations 

(RFI)

•Short list 

•Request for 

Proposal (RFP)

•Selection of the 

supplier
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• RFI – Request for Information

An open enquiry that spans the market seeking broad data and understanding.

• RFQ – Request for Quotation

An opportunity for potential suppliers to competitively cost the final chosen solution(s) (excellent for pricing on 

fairly commoditised products).

• RFT – Request for Tender

An opportunity for potential suppliers to submit an offer to supply goods or services against a detailed tender.

• RFP – Request for Proposal

An RFP is a solicitation sent to potential suppliers with whom a creative relationship or partnership is being 

considered. RFPs are typically most valuable in large, complex, or high-impact projects. Typically, the RFP leaves 

all or part of the precise structure and format of the response to the discretion of the suppliers. Indeed, the 

creativity and innovation that suppliers choose to build into their proposals may be used to distinguish one from 

another. 

RFPs are an extremely valuable tool to ensure that vendors deliver the exact solutions that you need. An RFP 

provides value in the following ways:  internal alignment, more accurate proposals and comparable solutions.

COMPARABLE SET OF PROPOSED SOLUTIONS.
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The Request for Proposal Process
An effective RFP helps (1) to eliminate inferior vendors, (2) to formalize your problem and (3) to reduce project cost. 
There is no perfect method for selecting a vendor. However, the typical RFP process consists of the following steps:

1. Determine Your Evaluation Criteria: 
First, determine the criteria to evaluate the provider’s proposals and establish the weight each criterion will hold. 
Evaluations based on established criteria will help to eliminate any situational bias that may occur. Common criteria 
include experience, team strength, project understanding, differential advantage and price. 

2. Provider Research: 
Next, select a series of possible providers and form a long list with their contact information. Try to diversify your list 
in the areas of price, expertise and any other factors you feel are important.

3. Request for Information (RFI): 
The next step (commonly forgotten), is to submit a request for information. The responses will allow to eliminate all 
obvious inferior providers. This simple step can save evaluation time and help to initially narrow provider search.

4. Write the RFP and Send to Providers: 
Once you have eliminated the inferior vendors, write an RFP and send it to the remaining providers. 

5. Review the Proposals: 
After receiving the proposals, holistically evaluate each proposal based on the evaluation criteria to get the short list. 

6. Interview Vendors: 
Most important but also time-consuming is the interview. Develop a standardized interview outline. This allows you 
to evaluate each vendor equally and, ultimately, help you select the vendor that will best fit your project and 
organisation. 

7. Select Your Vendor: 
If the RFP process went smoothly, the last step of selecting a vendor should be narrowed to only a few lucky 
companies. 

Source: Priority, Publishing Marketing Interactive.
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Project Title

Company Background 

[Insert a concise paragraph outlining your company’s background. Four to five sentences is a typical length for a small or 

medium-sized company.] 

Project Description 

[Insert a summary of your project, including the problem/opportunity, goals/objectives and any information that will help the

vendors understand the need for the project. Be sure not to outline specific requirements in this section. A small project may 

consist of eight to10 sentences while a larger project could be several pages in length.]

Design Requirements 

[Insert an outline of any requirements that pertain to the design of the project. This could vary depending on the type of 

project. For example, a website or marketing-related project may include information regarding branding standards or a style 

guide, whereas an IT project may include information pertaining to how the project deliverable will operate. Length varies 

widely based on the type of project.]

Technical and Infrastructure Requirements

[Insert any technical or infrastructure-related requirements, such as a server or database configuration. Length varies 

depending on the type of project.]

Functional Requirements

[Insert an outline of all the functionality you would like your project to have and include a short description. For example, an e-

commerce project may include a catalog, shopping cart, order history and a related products page. Length varies widely based 

on the type of project.]

Estimated Project Duration

[Insert the estimated duration of the project or the required completion date.]

Assumptions and Agreements

[Insert a list of any assumptions or agreements the vendors must meet. For example, you may want to indicate that bids cannot

exceed a certain amount, that the proposals will not be returned or that you reserve the right to dismiss any proposal for any 

reason. Length varies depending on the type of project.]

Submission Information

[Insert the deadline for submission and the mailing and/or e-mail address]

For Additional Information or Clarification

[Insert a list of contacts who will be available to clarify any questions regarding the RFP. It is not uncommon to have separate

contacts for specific disciplines; for example, one contact for technical questions and another for marketing questions.]

Basis for Award of Contract

[Insert a short paragraph or list that outlines your evaluation criteria. It is not uncommon to list the weight that each criterion 

holds in relation to the others.]

Anticipated Selection Schedule

[Insert the schedule for your selection process.]

YOUR AGENCY TO LAY OUT YOUR PERCEIVED 

There is no standardized or absolute format for an RFP. 

An RFP should be structured in a manner that best conveys all 

aspects of your project to potential vendors.

Start by converting your project notes into formal sentences 

that are concise and descriptive. This will allow you to clearly 

outline your project to the potential vendors.

The most important elements of the RFP are the requirements 

sections. Be as descriptive and detailed as possible in these 

sections. The requirements portion of the RFP contains most 

of the information that will determine the estimated cost of 

your project and should be well thought out by all 

stakeholders in your project. RFPs that have vague 

requirements often result in wasted interview time and high 

cost estimates to compensate for the unknown.

Source: Priority, Publishing Marketing Interactive.

Specify the desired results in terms of output 

= Key Performance Indicators (KPI’s).

Define for each KPI the required Service Level

= Service Level Agreement (SLA)
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1. Commitment and quality

2. Price

3. References / reputation

4. Flexible contract conditions

5. Scope of resources

6. Additional added value opportunities

7. Culture match

8. Existing relationship

9. Location

10. Other

Decision Rules: 

1. Identify the most competent providers from a 

technical point-of-view first.

2. Next evaluate costs / price.

Costs/price should count for 

not more or less  than 30% 

Price models:

• Fixed costs per month: estimated budget by the outsourcer

• Fixed or variable cost based on the needed capacity (agents and working-hours)

• Fixed cost based on the number of seats needed to execute the job.

• Variable cost per call minute performed.  

• Fixed or variable cost per box: the better the box, the less calls achieved.

The Strategy and Tactics of Pricing: A Guide to Growing More Profitably
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Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study

Activities

•Determine 

evaluation 

criteria

•Long list, 

presentations 

(RFI)

•Short list 

•Request for 

Proposal (RFP)

•Selection of the 

supplier

Risks:

• Insufficient insights on the financial health of 

providers

• Insufficient insights on the provider’s 

dependence on important clients

• Absence of a provider risk assessment
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Outsourcing Process
Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study

Activities

•Set up of 

contract 

management 

team

•Preparations

•Negotiations

•Formulation of 

contract and 

Service Level 

Agreements 

(SLA)
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According to legal scholar Sir John William Salmond, a contract is

"an agreement creating and defining the obligations between two or more parties“ (1). 

The content of an outsourcing contract is very important. Once an outsourcing contract is in place, the clauses of 

this agreement will guide outsourcer's every move, and may act to free to do business or feel like a straitjacket. 

Therefore contracts must be developed and negotiated by a competent team involving legal experts. 

(1) Source: Principles of the Law of Contracts (1927) with P. H. Winfield
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• Scope of the work: 

Very important part of the contract because it describes what the outsourcer will do. It comprises next to 

obvious service and/or sales aspects also equipment to procure and/or maintain, software to procure and/or 

maintain, telecommunications circuits, data backup, work plan (what will be accomplished by who and when). To 

avoid disagreement when the contract is in force clear and extensive description of the scope is a must. 

• Services and Deliverables: 

Services and deliverables are specific things that will be put in place, delivered, and turned over to the client in 

as much detail as possible (such as data, documentation, completed equipment, working systems, etc). 

• Terms and conditions: 

Bulkiest part of the contract, covering issues such as ownership of data, responsibilities, reviews (types and 

frequency), escalation procedures, benchmarking agreement, transition plan (pilot), financial arrangements 

(bonuses, …), dispute regulations, … . 

• Service Level Agreement: 

The Service Level Agreement, or SLA, lists the services which will be supplied on a regular basis, and includes 

volumes, response times, and quantitative/qualitative descriptions of these. This may be tied in with payment 

terms (i.e., more payment for heavier processing loads, more help desk calls, volume of training provided, more 

data transferred, more transactions processed, more equipment installed, greater user satisfaction as measured 

by survey, etc., - and conversely, less for less). The SLA should emphasize measurable items so you can see in 

objective terms whether you are receiving what you have paid for.

The major parts of the contract are:  
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Outsourcing Process
Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study

Activities

•Set up of 

contract 

management 

team

•Preparations

•Negotiations

•Formulation of 

contract and 

Service Level 

Agreements 

(SLA)

Risks:

• Provider promises things 

that can’t be done

• Vague agreements 

concerning responsibilities 

in transition phase 
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Outsourcing Process

Activities

•Set up 

Transition 

Team

•Detailed 

Action Plan

•Change 

management

Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study
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The relationship manager and provider account manager must develop a transition plan to smoothly move the 

factors of production to the provider.  Up to this point, both parties have been negotiating. Now they should 

collaborate to execute a single transition plan. 

The parties should have the full cooperation and involvement of the human resources function, or an outsource 

adviser, in counselling the employees directly affected by outsourcing. Most large providers have a human 

resources function that will contribute to the transition as well. Together, they should also be responsible for 

implementing tightened security where it is needed to protect those employees and the organization's other 

valuable assets. 
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The list of potential transition issues is endless. As the relationship manager and the account manager combine 
their transition plans, they should try to identify issues that may have been missed. They ask questions such as: 

• How and when will the employees (directly affected and unaffected) by the outsourcing initiative be advised? 
• What will be offered to each of the employees who: 

- Will be asked to remain with the organization in another capacity?
- Will be asked to move to the provider?
- May be asked to move to the provider?
- Will be terminated? 

• How will the offers be presented? 
• How and when will the employees, who will move to the provider, do so (for example, in a staged transition or 

one-time transition)? 
• How and when will the other (non-employee) factors of production be moved to the provider? 
• What flexibility are we building into our plan? 
• What alternative plans should be considered? 
• How will we know if the transition is being implemented poorly? 
• Do we have a contingency plan in case unforeseen problems arise? 
• How does the organization respond to failure, real or perceived?
• Must the internal unit be transfered in one coordinated movement or stagger the transition over several phases? 

A variation of the staggered approach is for the provider to be asked to run a test, or run in parallel for some 
period of time. Delays can kill outsourcing initiatives, and speed is important, so a single implementation is 
preferred. 

• … 

Source: www.outsourcingindex.com



Intro

71

Charles Darwin: 

“It’s not the strongest pieces that 

survives nor the most intelligent, 

but the ones most responsive to 

change.”

Change Management

These are techniques for creating change in any organization: 

Boiling the frog: Incremental changes may well not be noticed. 

Burning bridges: Ensure there is no way back. 

Burning platform: Expose or create a crisis to get things going. 

Challenge: Inspire them to achieve remarkable things. 

Coaching: Psychological support for executives. 

Command: Tell them what to do. 

Destabilizing: Shake people of their comfort zone. 

Evidence for change: Cold, hard data to show need for change. 

Evidence stream: Show them time and again that the change is happening. 

Education: Learn them to change. 

Facilitation: Use a facilitator to guide team meetings. 

First steps: Make it easy to get going. 

Golden handcuffs: Keep key people with delayed rewards. 

Institutionalization: Building change into the formal systems and structures. 

Involvement: Give them an important role. 

Management by Objectives (MBO): Tell people what to do, but not how. 

Management causality mapping: Helping a team see its own role. 

Open Space: People talking about what interests them. 

Rationalization trap: Get them into action first. 

Re-education: Train the people you have in new knowledge/skills. 

Restructuring: Redesign the organization to force behavior change. 

Reward alignment: Align rewards with desired behaviors. 

Rites of passage: Use formal rituals to confirm change. 

Setting goals: Give them a formal objective. 

Shift-and-sync: Change a bit then pause to restabilize. 

Socializing: Build it into the social fabric. 

Spill-and-fill: Incremental movement to a new organization. 

Stepwise change: Breaking things down into smaller packages. 

Visioning: Create a motivating view of the future. 

Whole-system Planning: Everyone planning together. 

Source: http://changingminds.org/disciplines/change_management/creating_change/creating_change.htm

http://changingminds.org/disciplines/change_management/creating_change/boiling_frog.htm
http://changingminds.org/disciplines/change_management/creating_change/burning_bridges.htm
http://changingminds.org/disciplines/change_management/creating_change/burning_platform.htm
http://changingminds.org/disciplines/change_management/creating_change/challenge.htm
http://changingminds.org/disciplines/change_management/creating_change/coaching.htm
http://changingminds.org/disciplines/change_management/creating_change/command.htm
http://changingminds.org/disciplines/change_management/creating_change/destabilization.htm
http://changingminds.org/disciplines/change_management/creating_change/evidence.htm
http://changingminds.org/disciplines/change_management/creating_change/evidence_stream.htm
http://changingminds.org/disciplines/change_management/creating_change/education.htm
http://changingminds.org/disciplines/change_management/creating_change/facilitation.htm
http://changingminds.org/disciplines/change_management/creating_change/first_steps.htm
http://changingminds.org/disciplines/change_management/creating_change/golden_handcuffs.htm
http://changingminds.org/disciplines/change_management/creating_change/institutionalization.htm
http://changingminds.org/disciplines/change_management/creating_change/involvement.htm
http://changingminds.org/disciplines/change_management/creating_change/mbo.htm
http://changingminds.org/disciplines/change_management/facilitating_change/mgt_team_causality.htm
http://changingminds.org/disciplines/change_management/creating_change/open_space.htm
http://changingminds.org/disciplines/change_management/creating_change/rationalization_trap.htm
http://changingminds.org/disciplines/change_management/creating_change/re-education.htm
http://changingminds.org/disciplines/change_management/creating_change/restructuring.htm
http://changingminds.org/disciplines/change_management/creating_change/reward_alignment.htm
http://changingminds.org/disciplines/change_management/creating_change/rites_passage.htm
http://changingminds.org/disciplines/change_management/creating_change/setting_goals.htm
http://changingminds.org/disciplines/change_management/creating_change/shift_sync.htm
http://changingminds.org/disciplines/change_management/creating_change/socializing.htm
http://changingminds.org/disciplines/change_management/creating_change/spill_fill.htm
http://changingminds.org/disciplines/change_management/creating_change/stepwise_change.htm
http://changingminds.org/disciplines/change_management/creating_change/visioning.htm
http://changingminds.org/disciplines/change_management/creating_change/whole-system_planning.htm
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Outsourcing Process

Activities

•Set up 

Transition 

Team

•Detailed 

Action Plan

•Change 

management

Relationship 

Management
TransitionContracting
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Provider

Project 

Management & 

Planning

Pre-Study

Risks:

• (Fierce) resistance against 

changes

• Miscommunication between 

teams

• Normal operations experience 

hinder caused by transition 

problems 
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Outsourcing Process
Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study

Activities

•Providers 

management

•Monitoring 

performance

•Reporting

•Problem solving
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Ideally, the provider and customer become close partners co-operating on continuous improvements. 

If this is less the case, the outsourcer must closely manage the relationship with the provider to guaranty the cost 

effectiveness and quality of the external processes.  

Source: www.outsourcing-center.com

Conclusion:

All nine causes have an almost equal level of support 

among respondents = reasons of failure are not 

always clear.

Due to poorly defined conditions?
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Risks:

• Impossible to measure KPI’s 

correctly

• Misunderstandings concerning 

SLA’s

• Ineffective provider 

management: poorly set tasks 

and responsibilities. 

Relationship 

Management
TransitionContracting

Selection 

Provider

Project 

Management & 

Planning

Pre-Study

Activities

•Providers 

management

•Monitoring 

performance

•Reporting

•Problem solving

Outsourcing Process
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Problem Mentioned

Time 44 %

Expertise 44 %

Budget 33 %

Band width 20 %

Access to service providers 15 %

Source: Strategische Sourcing, Annemiek van Moorst.

Worst practices:

• Not knowing your own service-levels as a company.

• Presenting a weak business-case (underestimation of own costs, not recognising potential advantages). 

• Serious under-investment in resources needed to monitor and manage the execution of the contract.

• Deciding without a competitive play (you play to much for solutions that are not always the best).

• Not making use of independent advisors (causes expensive mistakes).

• Providers considering they ‘own’ the customer for the duration of the contract not needing to invest 

• Providers playing on price, hoping to ‘recover’ profit by charging extra activities that were promised for free.

• Both providers an customers not putting their best people on the job. 
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Agenda of today

• (Out)sourcing, a strategy or a tactic?

• Understanding the (out)sourcing business

• The process path to success 

• An exercise
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Team Cheap Team Luxury

Counter attacking

Q:

1. To outsource or not to outsource?

2. Partial? What? With whom? 

3. Arguments? (Extensive reasoning using  BMC (USP) / 
SWOT / story telling / … 
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Business Model Canvas
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Advantages Disadvantages

Outsourced

In-house

Outsourcing / Insourcing Call Centre



Intro

83

Advantages Disadvantages

Outsourced

In-house

Outsourcing / Insourcing Call Centre

1. Cost and time-saving in hiring and 
training staff

2. No need to invest in high end 
infrastructure and technology

3. Well trained work-force to handle 
customers

4. Easy to scale up and down

1. Risking brand identity
2. Gaps and challenges in passing along 

new technical and product information

1. Proper communication of brand
2. Vital insights from the customer 

conversations
3. Integration in the call centre with 

organisation’s resources

1. Lots of investments in terms of money 
and time to setup technology, hiring 
and training of workforce

2. Managing attrition and morale 
boosting will be resource intensive

3. Not easy to upscale and downscale


