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ABSTRACT

This chapter presents the tactics and metrics an 
organization applies after having made a decision 
to use outsource providers. Tactics are used to 
define the nature and specifics of the outsourcing 
arrangement, as well as to select the contractual 
basis of the agreement. Organizations that elect 
to use providers geographically distant from the 
client site are cautioned to carefully evaluate 
capabilities, as well as legal and security issues 
related to external outsourcers. For these purposes, 
it is critical to align measures of performance 
compliance in the form of metrics on each MIS 
outsourcing relationship. When negotiating and 
establishing the terms of the outsourcing ar-
rangement, management should ensure that ap-
propriate performance metrics are identified and 
included, as well as flexibility for change is built 
in to the contract. This chapter addresses some 
of the methods, as well as some of the metrics 

that might be used in such contract agreements. 
The use of contracts and service level agreements 
are discussed, as well as in depth techniques for 
conducting validation and background checks on 
outsource suppliers. Sample outlines for service 
level agreement preparation and performance 
specifications are included for the practitioner.

EXECUTING THE TACTICS                                
OF OUTSOURCING MIS

This section presents the tactics that an organiza-
tion should draw upon after having made certain 
decisions related to the use of outsource partners. 
Topics include establishing agreements for service 
or support, managing geographically dispersed 
teams of providers, and appropriate metrics to 
be used to manage these types of global projects 
— across international datelines and multiple 
time zones. Issues related to quality, contract 
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investigation and issuance, as well as preparing to 
monitor the outsourced project are identified. The 
importance of service level agreements to moni-
tor and manage performance under outsourcing 
contracts is addressed. Problems that arise out of 
poor or inferior communications and reporting 
are illustrated by example.

Role of the Service Level Agreement 

Even before the vendor has been selected, an 
exploratory process must take place within the 
organization that is considering outsourcing work. 
A process for defining the scope of the work was 
described in Chapter IV, “Strategic and Tactical 
Planning of Outsourcing in MIS.” Figure 1 shows 
the steps for refining the scope of work, which 
is then used to craft the agreement as to service 
levels defined for the outsourcing relationship in 
the agreement. The purpose for a service level 
agreement (SLA) is to describe the scope and 
terms of the outsourcing arrangement. The scope 
constitutes a high level understanding of the nature 
of the agreement. By defining the type of services 
or products to be delivered, there is a general un-
derstanding of agreement as to the concept of the 
deal. The terms of the outsourcing arrangement 
should cover the scope of specific performance 
expectations, such as volumes of transactions, 

turnaround times for the work, response times 
for infrastructure support, security, backup and 
recovery services for MIS outsourcing, or may 
include scenario based behaviors or scripts for 
business process outsourcing arrangements. For 
each specific service being contracted, there will 
be levels of performance criteria and metrics as-
sociated with the services or products. 

A pricing model is negotiated for the contracted 
services, and that model will allow for escalation 
of price as more services are requested, or as the 
work expands or increases in volume, and so 
forth. The SLA should also include provisions 
for oversight by the customer organization as well 
as reporting expectations to help in monitoring 
the contract.

Steps in Creating the Outsourcing 
Arrangement and SLA

First, we learned in the previous chapter that the 
client organization must preliminarily take steps 
to ensure the outsourcer is financially sound and 
experienced by reputation. This is often accom-
plished by working with local, independent audi-
tors and consultants who verify the outsourcer’s 
financial and human resource assets, as well as 
those subjects of the contract obligations for 
equipment, infrastructure, and facilities. A local 
consultant will be familiar with the reputation 
and quality history of the outsourcer. The local 
contact may also later negotiate on the organiza-
tion’s behalf when flexibility is required, or minor 
changes need to be dealt with. If local regulations 
or local governmental authorities need to be 
involved, the local contact can be an invaluable 
asset to have in the pocket. Companies who plan 
to expand globally need to think strategically 
about partnering with local distributors as well 
as suppliers in order to take advantage of local 
expertise and access to materials. Partnering lo-
cally gives the advantage of minimizing initial 
investment risk, and is a means for gaining early 
penetration, as well as cost savings.

Figure 1. Preparing the request for outsource 
work

• Research your needs
• Benchmark processes and areas of automation to develop 

metrics
• Develop Requirements (RFP)

○ Statement of Work: contains the specifics of what 
the outsourcer is to accomplish or provide.

○ List specific “Schedule C” numbered require-
ments

○ Provide models of current infrastructure (Zach-
man, 1987): networks, nodes, configurations

• Evaluate respondents
• Perform site visits, background checks: ask for demon-

strations
• Best and finals (BAFO)
• Finalize contract terms
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