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CHOSEN ASPECTS OF INFORMATION
MANAGEMENT IN IT OUTSOURCING

Abstract: Outsourcing, including the IT outsourcing, is one of the most frequently chosen
business tools in the contemporary management practice. The aim of this article is discussing
chosen aspects of information management in outsourcing projects, which, according to the
author, has a huge impact on the shape and course of cooperation with the external IT services
provider. Special attention will be paid to analysing information needs, managing documenta-
tion and the rules of communication in outsourcing projects. The choice of the topic is related
to the author’s conviction that the discussed management aspects are often neglected by or-
ganizations choosing to cooperate with the external IT services providers.

Keywords: IT outsourcing, information management, information needs, SLA agreements,
communication.

1. Introduction

The significance of the IT outsourcing is still increasing. While organizations are
discovering profits, they can gain from the cooperation with external providers, they
are gradually outsourcing even advanced IT services. Work outsourcing, which re-
quires advanced knowledge, is becoming more and more popular; it includes e.g.
software development or research and development activities. It results from, on the
one hand, opportunities provided by the dynamically developing outsourcing ser-
vices market, and on the other hand — from the lack of possibility to satisfy all I'T-
related needs if relying only in the internal resources. Unfortunately, the outsourcing
decisions are not always accurate, nor are all agreements successful.

Sometimes the outsourcing cooperation may lead to serious problems which most
often are a consequence of mistakes made in the phase of the agreement preparation,
and then are due to the negligence in administrating the contract by the customer
organization and poor communication system. Outsourcing is frequently perceived
only as a cost reduction tool (not requiring special attention), not the source of inno-
vations, opportunity to increase operational efficiency or means of acquiring talents
and competencies for the development of organizational knowledge. The lack of
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sufficient knowledge about potential profits related to the cooperation with external
IT services providers makes organization limit their participation in managing the
outsourcing relation to the absolute minimum. Because of that the profits from the
agreement are also smaller.

In this article such outsourcing projects management aspects will be discussed,
which are crucial for the IT outsourcing to be successful and which may result in
seizing optimum opportunities resulting from a long-term relation with specialized
external companies.

2. Information needs in the process of planning IT outsourcing
and ways of satisfying them

Gathering knowledge about the IT outsourcing market is especially significant in the
situation when an organization does not have knowledge about the IT services mar-
ket and experience in cooperating with providers of services it intends to outsource.
One of the motives for collecting data about the IT services outsourcing market is the
fact that it is constantly changing (strategies and capabilities of providers are differ-
ent) and therefore it requires constant monitoring.

Early investigation into potential suppliers is often overlooked, especially if or-
ganizations view of all suppliers as equal envision that a potential deal will be done
foremost on price. Although vendors share similar characteristics, predominately
centreed on the profit reason, they seldom have the same approach to their custom-
ers, contracts and relationships. Even if IT outsourcing contracts tend to be shorter
(three years or less), they often have renewal terms that make the relationship much
longer and the potential character of a relationship is worth investigating at an early
stage.

Global organizations usually do not choose the same IT services providers as
their international counterparts because of local optimum value for money assess-
ments varying with the local capabilities and prices of the providers.

The kind of general information that can be used at the formative stage of the
organization’s/client’s outsourcing strategies is often [Cullen, Willcocks 2006,
pp- 20-217:

— Market share in industry segments and services segments — Is there local compe-
tence in the organization’s industry and architecture?

— Number of customers and percent of revenue major customers represent — Is
there an over-reliance on a single customer?

— Financial viability — Is the provider’s local business established and sustaina-
ble?

— Data-centres, solution centres, centres of excellence, etc. — Is there appropriate
infrastructure in the locations that may service the organization’s geographies?
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— Use of subcontractor organizations — How do the providers use one another to fill
capability shortfalls?

— Composition of top management — Who are they and what are their back-
grounds?

— Strategies — Where is their short- and long-term focus and what are their target
customers, industry and services?

— Timing — Are there other organizations seeking to have the provider respond to
a competitive (or non-competitive) process during the time in which the organi-
zation is considering going to market? Might there be major changes to the pro-
vider in the foreseeable future? What impact may this have?

— Ifthey have made low price bids in the past, find out in detail how they can do so
and still make a decent profit.

This kind of information can be gathered either informally via discussions or
more formally via a request for information process, whereby vendors are invited to
provide required information in a formal response. In S. Cullen and L. Willcocks’
opinion the most common approaches are to use the market intelligence of the or-
ganization’s IT personnel, if they have such knowledge, or to use consultants with
sufficient commercial experience in ITO (IT outsourcing) [Cullen, Willcocks 2006,
p. 22].

Apart from analysing information about the outsourcing services market, an or-
ganization may also attempt to investigate its competitors in terms of implemented
or planned IT outsourcing strategies. Of course, in the conditions of fierce competi-
tion, such knowledge may be well hidden and an organization may be forced to seek
information among companies from similar industry, yet not being its competitors.

Another option is making use of non-classified/publicly available information,
which, however, is usually not worth much due to their availability.

Gathering data from many sources minimises the risk of making a mistake in
the initial phase of outsourcing. By analysing scrupulously experience of other com-
panies, which implemented outsourcing, one may acquire knowledge about the fol-
lowing:

— where there are competitive markets;

— the quality and other characteristics of the providers;

— the kind of services insourced and outsourced;

— the type of services under consideration for further outsourcing or backsourcing;

— the construction of the outsourcing contract;

— the retained organization and contract management to be put in place;

— the motivation, results and gained experience of the methods taken.

Actions, which should be undertaken in order to fulfil the aforementioned infor-
mation needs concerning outsourcing projects, may seem too difficult and time-con-
suming. However, it is worth remembering that wrong decisions in the field of the IT
outsourcing, resulting from indolent actions and lack of knowledge of organization
managers (customers), may have a catastrophic impact on the organizations’ func-
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tioning. The consequences of such mistakes include: signing a contract for services
an organization does not need, unplanned increase of outsourcing costs, difficulties
resulting from impaired communication, lack of possibility of using appropriate mo-
tivational stimuli in response to action of unreliable service providers.

3. Documentation management in I'T outsourcing enterprises

One of the main functions of contract administration is to have a systematic reposi-
tory and log of records and decisions. Maintaining diligent administration provides
an efficient reference system and audit trail should any aspect of the arrangement be
called into question by either party or external body.

Examples of the items requiring control files include [Cullen, Willcocks 2006,
p- 191]:

— precursor documents (request for tenders, bids, etc.);

— agendas and minutes of meetings;

— correspondence and discussions between the parties;

— approvals and signoffs;

— deliverable acceptance forms (if used);

— governing documents and variations;

— 1issue logs;

— reports — performance, progress, audit, etc.;

— all financial data;

— supplier invoices and quotes;

— customer satisfaction surveys;

— audit reports and findings.

One of the ITO manager duties should be to ensure that results of re-negotiations,
the outcomes of resolved issues, and current practices are reflected in the governing
documents.

Performance reporting is one of the contract administration procedures which
ensure that everyone understands who does what, when and how. Requirements for
performance reports and management information should be defined in the agree-
ment. There may be required information about all performance measures or only
about “exceptions”, where performance differs from agreed standard. The reports
serve as an analytical tool, showing the level of advance, providing key operational
indicators and performance measures. They also define the spheres requiring im-
provement. There are many kinds of report prepared throughout the entire ITO
agreement binding period. Usually they are defined in the service level agreements
(SLA).

Service level agreements are one of the most important components of outsourc-
ing contracts and are the powerful management and communications tool for both
client organization and supplier alike. Derived from the statement of service require-
ments and including performance measures and reporting requirements, the service
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level agreements are generally included as schedules to the outsourcing contract

[Sparrow 2003, p. 154]. The reasons for preparing service level agreements include

for example:

— They help to display the performance achieved by the outsourced services.

— Services levels are guaranteed as far as possible.

— They give support to the measurement and assessment of the outsourced services.

— By engaging users in the compilation and review of the service level agreement,
organization can ensure that the outsourced services meet user demands.

— Fulfilment with external standards, such as the ISO 9001 quality management
standards, can be specified.

The outsourcing contract and SLAs are the organization’s formal “product”
specification documents and must be detailed at some point. Leaving it until later
means that the provider has a greater opportunity to drive the process — which may
not be in the organization’s best interest.

Service level agreements should be formally reviewed on a regular basis (such
as annually), to ensure that they still meet business needs and the outsourcing ob-
jectives. Service level reports should be prepared as soon as the contract begins.
Performance should be reported in contrast to service level agreement. Reports sum-
marizing service performance need to be produced by the contract management team
to participants in the performance reviews a few days before their meetings, so that
any questions and disagreements about the results reported can be resolved ahead of
the meeting. Such reports should include details of performance against all key tar-
gets, together with information about any trends and actions being taken to improve
service quality [Sparrow 2003, p. 150]. The reporting cycle should be short enough
in order to identify quickly the subjects requiring improvement. On the other hand,
they must be sufficiently long so as not to flood managers with piles of reports and
analyses too often.

4. The role of communication
in the customer-IT services provider relations

Communication in the customer-IT services provider relation is another significant
aspect in terms of information management in outsourcing projects. Managing co-
operation of a few entities (functioning often on different continents, in different
cultural and time zones) is a huge challenge, whose crucial element is an orderly
communication and efficient mechanism of decision making.

Sole documentation administration and review of reports may prove insufficient
in practice. Practice shows that direct contact has a key meaning for the success of
outsourcing communication (e.g. Indian I'T companies understood it and started cre-
ating so called “customer proximity centres”, which are to facilitate project manage-
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ment oriented at the main customers [Klincewicz 2008, p. 260]). It is very important
for both sides of the contract to act in agreement and not solve problems separately.

The timetable of meetings for individuals in charge of the contract, both on the
customer’s and the provider’s side, should be agreed on in the phase of establishing
cooperation. It is the best moment for agreeing ways of communicating and mecha-
nisms of resolving disputes, which may occur in the course of the project. Therefore,
there are many tasks which should be carried out. The most important ones are (on
the basis of [Cullen, Willcocks 2006, p. 153]):

relation management:

organizing introductory meetings of key employees,

conducting partnership workshops,

introducing communication protocols;

— adaptation:

organizing temporary offices for temporary teams (from outsourcing),

organizing permanent workstations for provider’s personnel, which will be lo-

cated in the customer’s premises;
— access:

organizing users’ profiles and in this way providing safety to all employees from

both sides, who would require access to IT systems of the second party,

organizing physical access for both sides, each part;
— organization:

creating a new organizational model,

recruiting new employees,

conducting trainings.

New relations — customer-provider relations will need to be quickly formed, and
people accustomed to a certain way of operating will need to operate in completely
different manner.

The choice of information and knowledge management strategy, and therefore
the choice of communication channels and means in outsourcing relations depend on
many factors. Outsourcing companies such as the Indian Infosys focus on elaborate
documentation of actions and recording experience gained in subsequent projects.
Such an attitude to knowledge management is called codification and it may, be-
cause of time-consuming preparation of documents, limit the efficiency of service
companies. An opposite strategy is knowledge personalisation — promoting com-
munication and cooperation, stimulating the flow of knowledge and information
independent of formal barriers [Klincewicz 2008, p. 274]. According to the author,
organizations should make use of both strategies at once, in order to ensure an easy
access to required information for both sides of the contract, and on the other hand
not to overwhelm employees with excessive formality, but stimulate their creativity
and involvement in actions related to the achievement of project/outsourcing con-
tract objectives.
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5. Conclusions

Summing up, the following conclusions may be drawn:

The IT outsourcing refers more and more often to the key competencies of an
organization, such as application development or research and development works.

A reliable strategic assessment (preceded by gathering information from differ-
ent sources) and clear formulation of outsourcing goals are very crucial for further
cooperation goals.

Organizations which want to optimize business profits and minimize risk in
cooperation with external providers should involve their whole personnel in every
phase of the outsourcing process (service providers cannot bear the entire responsi-
bility).

Establishing contract administration rules is a necessity if an organization wants
to monitor the work of service providers effectively and quickly respond to the
emerging problems.

The SLA agreements are, apart from a contract, one of the basic tools supporting
management and communication in the customer-IT services provider relations.

Communication, especially direct one, plays a very important role in all phases of
an outsourcing project. Establishing advantageous conditions for customer-provider
communication may additionally broaden the knowledge of the organization about
the cooperation, as well as increase the service competence of the IT personnel by
means of different kinds of contacts with the employees of the provider’s company
(on formal and informal grounds).

The author is aware of the fact that the elaborations presented in the article do not
exhaust the topic and hopes that her future research in this field will result in further
scientific publications.
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WYBRANE ASPEKTY ZARZADZANIA INFORMACJA
W OUTSOURCINGU IT

Streszczenie: Outsourcing, w tym outsourcing IT, to jedno z najczesciej wybieranych narzedzi
biznesowych we wspolczesnej praktyce zarzadzania. Celem niniejszego artykutu bedzie omo-
wienie wybranych aspektow zarzadzania informacja w projektach outsourcingowych, ktore,
zdaniem autorki, w istotny sposob wplywaja na ksztatt i przebieg wspotpracy z zewngtrznym
dostawca ustug IT. Szczegolna uwaga zostanie po§wigcona analizie potrzeb informacyjnych,
zarzadzaniu dokumentami oraz zasadom komunikacji w projektach outsourcingowych. Wy-
bor tematu wiaze si¢ z przekonaniem autorki, ze poruszane w artykule aspekty zarzadzania sa
zbyt czgsto zaniedbywane przez organizacje decydujace si¢ na wspodlprace z zewnetrznymi
dostawcami ustug IT.



