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Summary

This paper opens the “IT Outsourcing Essentials” Research Series published by IT
Consulting International, and is intended for IT Executives in charge of outsourcing
strategies of high performance IT organizations.

It provides a framework for discussing the relationship between differing client cultures,
differing IT Outsourcing vendor cultures, and differing Software Development Life Cycles
(SDLC).

We enumerate the risks of process mismatch between the client and the vendor, provide
insights into possible risk mitigation and offer a road map for a successful client/vendor

collaboration process.

The next paper in “IT Outsourcing Essentials” Research Studies is scheduled for
December, 2004 and will address transparency issues in IT outsourcing engagements.
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Introduction: Increasing Need for an Intelligent Outsourcing Vendor

The CIO today is more attuned to the business and the budget. As the financial pressures of managing
large IT operations have increased, so have changed the CIO’s requirements. The challenges CIOs
face on a daily basis include:

Consumption of up to 80% of IT budgets on support of existing applications
Tightening of annual budget increases

Increasing complexity of regulatory requirements

Increasing complexity of products

Globalization

Competition (therefore increased efficiency, reduced cost)

Maintenance concerns

These business pressures drive most of the offshore IT outsourcing initiatives within the
organization. Hence, the need for quality outsourcing relationships becomes ever more important.

Outsourcing project execution is an interdependent, dynamic exercise that requires both vendor and
client to work together via a formalized process of Collaboration. The essential first step upon which
this process is built is client-vendor planning sessions. Experience shows that one of the leading
causes of failure in offshore IT outsourcing engagements is rooted in client-vendor planning sessions
prior to commencement of an engagement. Lack of an effective client-vendor planning process may
result in process mismatch.

The objective of this paper is to enumerate the risks of process mismatch between the client and
the vendor, provide CIOs with insights into possible risk mitigation and offer a road map for a
successful client/vendor collaboration process.
In order to reduce risk and costs, prior to any outsourcing
engagement two-tier planning stage, consisting of process-related
planning and project-related planning, is recommended.
The goal of collaboration is successful project completion, which may be assured by a two-

phased planning stage consisting of Client Process Discovery and Project Approach Selection.
Such a two-phased planning approach achieves the following milestones:

* Process compatibility between client and vendor in light of project needs requirements

= (Clarity in roles, responsibilities, expectations, joint operations, deliverables, short-term
team plans, performance metrics, etc

IT Consulting International © 2004
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Client/Vendor Match: Beware of a Rocky Road!
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Prior to any engagement vendors need to recognize that despite commonality across IT outsourcing
needs, there are crucial differences between clients and between individual project efforts. These
differences must be identified and accommodated: client culture, experience, and set of practices
strongly influence how the vendor should proceed. Below is the high-level depiction of various types
of clients, vendors and their relationships.

Organizational Styles as Predictors of Successful Outsourcing

Vendor Subservient Dogmatic Intelligent
Client
! e Metrics must be mapped
Client’s way e Budgetary, staffing and
ng id or et bl facilities must be worked
the highway ¢ Expectation management
is paramount
Vendor’s way Great Match:
Flexible Hit or Miss or Success is virtually
the highway assured
e Recommend the right
. . . process
Chaotic Bipolar Disorder Boot Camp o Lead client to success
by example
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Planning Phase I: Client Process Discovery - The Key to Successful
Collaboration Map

The successful collaboration process requires a framework. The mean by which a qualified
outsourcing vendor can effectively identify the particular culture and practices that need to be
accommodated is via Client Process Discovery (CPD) during planning stage. The objective of CPD is
to map Client Existing Process, Project Specifics and Vendor Culture for risk reduction and
successful project execution. The deliverable of CPD is an early and accurate identification of the
true project management methodology and true software development lifecycle (SDLC) that is client
culture appropriate and will thus best insure on time delivery of the right software, on budget.

Dangers of Process/Lifecycle Mismatch

If CPD is not done right, risks increase dramatically. If the client starts doing things one way, and the
outsourcing vendor starts doing them another way, Process/Lifecycle Mismatch will cause difficulty
throughout the project, and threaten its final success. Such mismatch is obviously Risk Enhancing,
rather than Risk Reducing.

If CPD is done right and Client Type and Client Process is identified, this knowledge serves as an
input to Planning Phase II, Project Approach Selection.

Real Life Process Mismatch Examples

Example 1: To prototype or not?

An “Iterative vendor” working with a “Waterfall client” will want to prototype early to refine
requirements and re-execute the prototype as requirements change. Unfortunately, with a Waterfall
client phasing is generally budgeted so that funding for infrastructure to build prototypes, etc. is not
available but the Iterative vendor demands this. Clearly, the budget for funding technology and roles
must come from somewhere, and here is the real culture clash. Almost no one objects to seeing a
prototype, but there is much objection to paying for it.

Example 2: Early or late testing?

The “lterative vendor” working with a “waterfall client” will want to start test activities at the
earlier stages of the project since it’s a key factor for smooth acceptance of iteration deliverables.
Unfortunately, “Waterfall client” does not consider a dedicated QA/testing team at the earlier stages
of project necessary, since most of the testing activities in waterfall are done after development
completion. Waterfall phasing is generally budgeted so that funding for staffing of the testing team is
not available but the Iterative vendor requires this for their approach to be effective.
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Risk Analysis

CPD is a holistic exercise that reviews both the semantic and cultural as well as the formal process
and organizational styles of the client. This exercise will help the vendor determine an effective
project approach. The client interviewing potential outsourcing vendors ought to consider the
experience and effectiveness with which the prospective vendor engages in CPD. A simple tool
which illustrates process pairings and easily points to those that are well aligned and those that pose a
high risk is the Process Compatibility Matrix.

Process Compatibility Matrix

Watertall Evolutionary Iterative Agile
]
° Easy! . e OK, it works
e Problem space is e Easy! o Test core
well known e Waterfall times deliverables ASAP |° Very Difficult
el e Both orgs have ‘N’ e Possible f:un(;in e Metrics Differ
ateria ‘been there, done e Learn as we go, issues g Roles differ — Who
that’ but more slowly e PMO issues does what?
e Project scope is than iterative SDLC | /. dir; ) h;u“
firmly limited g Tssues
e Easy!
o Easy! (.1 1\‘Itev‘erh:nolugh $ to
e OK, plan on ol r;1gt ,da v‘s;ays e OK, it works e Very Difficult
Evolutionary |several big bangs :vl:'(l)cl:eg o dol e Waterfall has e Waterfall has same
e Challenges include same issues issues
retaining developers QLT L2 B0 (S )
g p e Hard to get out of
‘the Box’
e Easy! :
e Deliver core, : ;\)/IK’ M Wtorks .
o . . oy ore externa
Iterative Not Possible Not Possible ;hen additional SEmL e o
eatures Agile
e RUP and similar =
Ag]le Not Possible Not Possible OK, it works Easy!
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Planning Phase IlI: Project Approach Selection

Once the client process that the vendor needs to accommodate has been properly identified and the
compatibility exercise is complete, Project Approach Selection is the next step. Project Approach
Selection is an organized decision making process, which prioritizes the client’s critical business
issues, augmented by insight into the clients cultural and other dimensions. The goal is to pick a style
of project lifecycle that effectively and seamlessly meets project needs. With the objective of
delivering a functional project on time, within budget, the Intelligent Vendor selects the style of
SDLC that best meets the specific project requirements at an acceptable level of risk for all parties.

ITCI Project Approach Selection Methodology

To facilitate the selection of an effective project methodology the Intelligent Vendor can apply a
dynamic framework, such as presented below, that takes into account project specific requirements
and organizational requirements. The dynamic framework exercise delivers an optimal project
approach with minimized risk.
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Project Approach Selection
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|n| @ Security

Project Specific Inputs

Functional Requirements

e Timeframe -Short/Medium/

N

Long

( Organization Specific Inputs

( Corporate Culture

e Organizational Design

Y

e Requirements - Stability

& e Requirements - Trace ability

\,
Vendor
BAs and SAs
Non-Functional Requirements )

e Availability
e Manage-ability

Client
Business Users

e Philosophy
o| ® Aggressiveness

,n| Vendor
Program Manager

Client iject
Coordinator

( Process Acumen

e Collaboration Style

e Performance

e Robustness

Vendor Client
BAs and SAs

][Business Users, SAs !

e Process - Heavyweight

e Process - lterative
=1 ® Process - Agile

[

Client
PMO and SAs

X

Vendor
PMO and SAs

.
Criticality R
e Urgent -Business Critical
e Moderate - Industry Norm (
e Moderate - Feature Acronym Key
e LEnhancements .
@ Low - Pilot or 'Nice-to-haves' L PMO - PI:OJeCt Management Office
Vendor Client BA — Business Analyst
[ PMO j[ Business Owner SIA- Solution Architect
‘ AV
( Project Approach )

IT Consulting International © 2004



Collaboration Fundamentals: Avoiding Client/Vendor Process Mismatch Page 10
“IT Outsourcing Essentials” Research Series, Volume I

In Conclusion

In order for outsourcing initiatives to be successful it is critical for the client and vendor culture,
process and project management styles to mesh. The fundamental order, roles, staffing and
funding process, the equipment and facilities all stem from the choice of the SDLC. For
outsourcing and collaboration to succeed there needs to be a ‘meeting of the mind’.

The client should engage with the Intelligent Vendor who keeps in mind the risks of client/vendor
mismatch, mitigates them with effective CPD, thus arrives at client/vendor processes
compatibility and the correct Project Approach. These are the fundamental cornerstones of
successful client/vendor collaboration process.

ITCI has process, expertise and resources to facilitate effective collaboration for a successful
outsourcing engagement.

About ITCI

IT Consulting International Corp. (formerly New Age Network) is an established information
technology consulting firm which provides consulting, outsourcing, staff augmentation, project
management and training services to Fortune 500 and middle market companies since 1993. Key
industry verticals include Banking, Finance and Insurance.

The Company applies industry best practices to project management, software development, quality
assurance and system deployment and maintenance. The company adheres to locale-based PMO
approach and operates ISO 9001 certified, CMM compliant offshore development centers in Russia.
The Company owns and operates Sentinel™, a web-enabled RUP-based portal for effective IT
project management and software development.

For further information please contact us at:
IT Consulting International
111 Broadway 16™ Floor
New York, NY 10006
Tel: +1.212.964.9900
Fax: +1.212.964.4377

Michael Friedland, Managing Partner  Elly Malpa, VP Outsourcing

+1.212.964.9900 x 223 +1.212.964.9900 x 228
E-mail: mfriedland@itci.com E-mail: emalpa@itci.com
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Appendix A: Major SDLC Types

Different SDLCs have different approaches to the following activities:

e Budgeting e Testing

e Managing e Accepting

e Staffing e Transitioning
e Supporting e Operating
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These activities should be aligned for the project start. Below are brief descriptions of three major

SDLC types.

The ‘V’ Lifecycle, derivative of Waterfall Model

This traditional methodology is all about achieving a complete understanding of the business
requirements, and a complete design reflecting those requirements, before beginning code
development. It remains popular among late methodology adopters, and works in domains where
complete knowledge is possible, and where similar problems have been solved successfully.

Feasibility System in
Study / Use
System
Requirements Systems
Acceptance
Software
Requirements

System Specs W ( System Tests

Sub-System W ( Sub-System
Specs Tests
Module Module Test

Design
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The Evolutionary Lifecycle

Advances on the initial basic theme are characteristic of the Evolutionary SDLC. The system
becomes bigger, more complex, and fully featured, but never departs innately from the original
model. The tiger kitten below grows into a big cat, but never develops wings, fins, antennas, or
wheels.

Yol

Evolutionary growth over time...

The Iterative SDLC

The first iteration of the development delivers core functionality that represents the ‘must have’
features and non-functional requirements. Subsequent iterations add additional functionality, and
may remove functionality as required. Future iterations may add radically different features and
the to-be version of the software may not resemble the initial iteration very closely.

Iteration 2 —
Additional
functionality,
may reflect new
priorities

Iteration 1 —
Create core
functionality of
deliverable — the
‘early must-
haves’

Iteration 3 —
Additional
features or non-
functional
requirements

Iteration ‘N’
Release 1.0
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