It just makes business sense

Outsourcing saves companies time and money,
and the recession is driving it

BY MIA ANDRIC

GARTNER ESTIMATES ““ihat 70% of IT
support for infrastructure services can
be performed from a remote location™
and “remote infrastructure services can
reduce labour costs by 10% o 50%,
depending on the delivery location,
resulting in a 3% 1o 30% overall net
savings, excluding one-time transition
charges”, Attractive numbers,

For companies that don’t have the
resources the largest operations do — yet
have all the pressures and headaches
— this type of managed infrastructure
service offers the potential of improved
performance and lower expenses, which
is a great concept regardless of a compa-
ny's size. Jaroslav Cerny, MD at RDB
Consulting, points out that outsourcing
has been gaining popularity recently,
mainly due to its effective “pay as you
go” model. “Outsourced and managed
services are an attractive alternative to
companies that are hard-pressed to find
skilled, technical resources and need
o lower costs. These services offer a
cost-effective ‘pay as you go' model
for businesses with agreements in place
that determine the response time and
expected levels of service,” he says.

Basically, the outsourcing model
offers access to skills, resources and
experience that would not otherwise
be available 10 many organisations
because of the financial outlay that
would be involved in building these
specialised proficiencies in-house. This
is especially appealing in light of the
current global economic downturn,

RECESSION = CATALYST

“Businesses  that  are  moving 1o
outsourced  managed  services  are
looking to lower capital costs, focus on
their core business, leverage off experi-
enced knowledge, gzain further cost
benefits from their IT infrastructure
and improve integration o maximise
return,” says Rabin Ram, divisional
director for Xerox Global Services at
Bytes Document Solutions.

JAROSLAY CERNY

1
Managed services

presents to the
customers the
opportunity to share
risks on one hand
and reduce costs on
the other. yy
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He says that when times are good,
companies are better placed to foot
the hill for ownership, keeping every-
thing in-house, and retaining control. In
times when every cent counts, organisa-
tions are well advised o turn o profes-
siomals just as they would focus within
their organisalions on what they do bes
for their own customers. In return they
get the best experience, which lever-
ages experiences globally from interna-
tional organisations, the collaborative
benefits of people working on multiple
projects or sites, and the replication of
best business practice. “They also gel
the fexibility of complete solutions
broken down into modules, which
makes it easier for them to understand
and evaluate how customised solutions
will benefit them or solve their business
problems. There is also the advantage
of volume buying power that a single,
large service provider can deliver due
Lo economies of scale,” he adds.

Adi Leshem, corporale business
development manager for ECI Telecom,
agrees that the current market situation
has made managed services even more
appealing than before. “It presents to
the customers the opportunity to share
risks on one hand and reduce costs on
the other,” he says,

“Managed services has the potential
1o reduce costs of existing operations
by turning to vendors who, because of
specific expertise, can offer the same
services in a more efficient manner. [t
can also support future business devel-
opment through models of risk sharing
which attach pricing to future growth,
or deliver services based on the business
development needs.”

William LaFontaine, IBM general
manager of Global Technology
Services, adds that controlling costs
has always been a key factor in making
business decisions, and nowhere is that
more prevalent than in the IT depart-
ment — where a rand saved on opera-
tions is a rand that can be invested in
more sirategic projects. He feels that a
solution 1o the challenge of optimising
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RABIN RAM

It is of vital
importance that any
potential solution
provider's track
record credentials
are comprehensively
researched. yy
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IT operations while balancing budgets

may bhe creative approach to IT

management — remote managed infra-

structure services — that keeps control in

the CIO’s hands and frees up IT staff 1o
n growth areas for the busine

AVOIDING THE PENDULUM

The risk pendulum, however, can swing
both ways when it comes to outsourced
managed services. Themi Themistocle-
ous, chairman of IndigoCube, uxpld'
that the swinging of th p-.ndulum is @
common oCCurrcnce,

problems, so they look ln oulsource
whatever it is that's causing them pain.
This leads to other problems, so they
invariably go back o insourcing, and
the old problems resurface.”

This view is shared by Daniel MNel,
CEO of Nebula, He says that any organi-
sation looking to outsource any area of its
business must make sure their environ-
ment is clean, and that the handover is

operly. Ram points out that it can

for the customer if the supplier is

sen well and cannot then deliver

5 originall saged and

the service level agreement.

' ¢ of vital importance thai

any |mu.11tml solution provider's track

record credentials are comprehensively
researched,” he says.

One potential solution to the risks
involved in outsourcing is doing it in
bite-sized  chunks. Rob  Kimmings,

eral manager of business o

urcing an IT department can be

y. and suggesis managed services

of certain areas as a better option,
avoiding having companies put *“all

their eggs in one basket”. Marc Pillay,
divisional manager: Best Sourcing at
Konica Minolta South Africa, points
out that, particularly in light of today’s
bleak economic forec COmpanics
should look 1o approach oulsourc-
ing or “out-tasking™ from the perspec-
tive of outsourcing a single function al
the beginning. The customer can then
expand the number of tasks outsourced
an official outsourcing

partner as needed.
Despite  the  potential — problems
that can arise for companies oulsourc-
ing non-core activities, by opting for
managed services, businesses can get

4 Bel

the solutions they need when they
don't have the necessary capex (capital
expenditure) for an in-house solution
and are lacking lhc 'tnh.rn.l] ﬁki[h Thq:

oulsourcing tm.n}n.‘l.

steadily being eroded by every busine:
sector and most organisations feeling
some level of added pressure as a result
of the economic situation.




Hand in hand

A carefully crafted SLA is the key to a successful outsourcing

partnership

BY MIA ANDRIC

OUTSOURCING IS OFTEN perceived
as risky — mainly due to many compa-
nies having tred (o outsource o much,
oo seon in the past, resulting in unmet
expectations and poor service experience,
According to Datamonitor, belween 23%
and 404 of outsourced services are seen
as failures by the company using them.
Simon Abrahams, head of product market-
ing for EMEA at Rackspace Hosting, says:
“This is alarmingly high and is probably
the major reason that companies now look
o recognised international oulsourcing
and managed services providers.”

Mark van Rensburg, executive of
managed services at the Intuate Group,
points out that people use the word
outsourcing oo often and in the wrong
context. “At the executive level, people
often don’t understand what it is, and
many vendors are selling the wrong thing
labelled as ousourcing,” he adds.

For these reasons, the area where
ousourcing is most likely to fail, is the one
that forms the backhone of the cutsourced
midel: the service level agreement (SLA).
Van Rensburg feels that when SLAs are
put in place, they are generally quite
loose, leaving the door open 1o a number
of problems — an opinion shared by most
outsourcing practitioners, specialists and
vendors.

MORE THAN AN AGREEMENT
Themi  Themistocleous, chairman  of
IndigoCube, says that the outsourcee necds
to know that he is receiving what he paid
for, and points out that there is software
available 1o manage service levels. “The
first part of any oulsource agreement is
contract management,” he says. “In most
cases, there is contention around contracts.
The way o keep the customer happy is to
meet the agreed upon KPIs, bul commu-
nication is usually the problem.” He adds
that what companies think they have wld
their outsource service provider is ofien
not exactly what they get back. For this
reason, the specifications in the SLA must
be written to finest detail.

Raymond Watt, MD of REOQ Consuli-
ing, says a carefully crafled SLA helps o

Between 25%
and 40% of
outsourced services
are seen as failures
by the company
using them.
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protect both partics. “Effective SLAs are
extremely important (o ensure effective
outsourcing  engagements. The metrics
used to measure and manage performance
1o SLA commitments are the heart of a
successful agreement and are a critical
factor in long-term success,” he adds.

Watt believes that SLAs force provid-
ers 1o prove themselves constantly, and
says their historical  successes  mean
nothing within the framework of adher-
ing to service levels on a daily basis. "By
measuring and communicating tasks and
incidents, the risk of service level failure
will be greatly reduced, and you can truly
start to build a relationship with your
client - for life,” he says.

And  understanding  the  oulsourc-
ing parinership 1s key o successfully
negotiating an effective SLA.  Ryan
Lawlor, general manager: BMC at AL
Indigo, says that the industry is reaching
a stage of maturity in the implementa-
tion of outsourcing that Rob Kimmings,
general manager: business operations at
AL Indigo, adds 1s about understanding
that the relationship is an extension of a
company s business,

According w0 Huben  Wentzel,
divisional director of EOH Consulting,
outsourcing is not just a contract between
two parties. “It is a relationship, which has
o be managed from day one. Successful
outsourcing relationships require a lot of
professionalism and good management.
Management is so important because il
ensures maximum value from the invest-
ments made and enables the business
provide world-class services to its cusiom-
ers.

MANAGEMENT,

MANAGEMENT, MANAGEMENT
“Effective management is critical in
outsourcing because most contraclsrequire
multiple service providers to deliver their
expert contribution to the overall deal.”
says Amir Lubashevsky, executive direc-
tor of Magix Integration. “When everyone
does their job effectively, the outsourcing
deal runs smoothly, When someone rocks
the boat, however, things go wrong and
the service providers ofien end up blaming
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each other for the problems they face. And
this is an easy game when some responsi-
hilities overlap.”

Taking charge of the siluation is no
simple matter for the customer as these
relationships are complex and convoluted,
Lubashevsky adds that the only way 1o
gain real control is via a management ool
that audits each action taken by service
providers on the company’s infrastruc-
ture.

For his part, Marc Pillay, divisional
manager of best sourcing at Konica
Minolta, feels that a single provider is cniti-
cal for companies considering oulsourc-
ing. “Once a technology pariner is
officially appointed, specific SLAs negoti-
ated by both parties can be put in place o
ensure accountability and measurability,
as well as enabling the client to monitor
and manage as needed,” he says. He adds
that in order to find the right outsourcing
partner, a business must evaluate cach
candidate in terms of having the right
“pedigree” and experience, a solid under-
standing of the market, financial stability,
good references and a national footprint.

Similarly, Van Rensburg points ou
that it is a challenge for organisations
when they end up with different vendors
for hardware, software and other services
and then sill need 1o find stafl to tie every-
thing together and operate the solutions.
And whenever there is a problem, compa-
nies have to deal with four or five differ-
ent parties, with each one passing the
buck. He says that it is necessary to find
a managed services partner who can pul
together one solution, resulting in one port
of call.

ALL ABOUT THE CHOICE

So choosing the nght managed service
provider is vital. The criteria that can
be used o make the choice vary from
company o company, but there are some
commuon characteristics businesses should
lock out for,

Van Rensburg believes that when
evaluating managed service  provid-
ers, businesses should consider the three
V’s: visibility, vendor independence and
the vetting of solutions. “It is crucial
for companies considering oulsourcing
to have absolute visibility and to know
exactly what will be provided 1o them and
how it will be delivered. Especially in the
current tough economic times, they need
to know upfront how much they will be
paying and what they will get in return,”
he says.

According o Jaroslav Cemy, MD of
RDE Consulting, one of the fundamentals

in selecting your outsourced partner is (o
ensure that all technical staff are appro-
priately certified according to their level
of experience and position. “Outsourcing
1o a partner with a varied level of stafl-
ing that can be matched o the appropri-
ate task ensures that your business has
access to skilled stalf without a significant
capital outlay, This also provides peace of
mind as you can rest assured that the staff
working on your project are competent,”
he says.

He adds that the implementation
process should be  standardised  and
clearly defined from the beginning, “This
forms pant of the *value add’ consulting
service that an outsourced paniner should
provide. In fact, advising the cliemt of
what must be standardised, implementa-
tion best practices and the benefits thereol
is often regarded as a critical mini-project.
As dilferent industries have different best
practice standards, it is important for your
outsourcer 1o have a broad knowledge
base from which to work. Best practice
is not a one-size-fits-all solution, and
service delivery must be tailored to suil
the needs of the client and their industry,
using best practice and industry standards
that comply with ITIL and ISOS000
standards.”

While outsourcing business processes
may sound like an casy way (o cul cosis,
hiring a service provider doesn’t abdicate
your responsibilities 1o your own cuslom-
ers. Safeguarding the guarantee that the
vendor provides an appropriate level of
support is paramount o the success of
your investment.  According o Grant
Morgan, CTO of data centre and storage
solutions at Dimension Data, it takes a
large organisation with a lot of resources,
not just a handful of clever guys. “Decide
on your objectives, Ask yoursell why you
want to outsource, and once you have a
clear understanding, that needs to translate
right down o deliverables,” he advises.
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