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Once an organisation decides to outsource, one of its biggest decisions concerns which sourcing
often fail
fail to
to devote
devote sufficient
suficient time
model to adopt. Organisations often
time to
to this
this decision, because they focus
immediately on how to achieve:
achieve:

• Increased
z
Increasedcost
costsavings.
savings.
• Value
z
Valuefor
formoney.
money.
• Better
z
Betterservice
servicelevels.
levels.
• Access
z
Accesstotobest
bestpractices.
practices.
• Greater
z
Greaterinnovation.
innovation.
They also tend to get caught up too quickly in the details of procuring and
and preparing
preparing the
the tender,
tender,
selection criteria, contract and service description documentation. Organisations often simply miss
the opportunity to stand back and analyse one of the first fundamentals of outsourcing: what type of
sourcing model will best suit my organisation?
Since outsourcing has developed as a management tool, industry debate has focused on the
respective merits of:
of:

• Single
This
is is
the
original
z
Singlesourcing.
sourcing.
This
the
originalsourcing
sourcingmodel,
model,used
usedto
todeliver'mega-deal'
deliver 'mega-deal'outsourcing
outsourcing
transactions. A single prime supplier provides the full scope of the services 'end-to-end'
throughout the duration of the outsourcing (see below, Single or multi-sourcing model?:
Single sourcing).
• Multi-sourcing.
This
is is
also
known
asas'best-of-breed'
z
Multi-sourcing.
This
also
known
'best-of-breed'multi-sourcing.
multi-sourcing.The
Thecustomer
customer allocates
allocates
the provision of the full scope of services to separate
separate suppliers,
suppliers, either:
either:
o ininparallel
{
parallel(see
(seebelow,
below,Single
Singleor
or multi-sourcing
multi-sourcing model?:
model?: Multi-sourcing); or
o as
{
asaahierarchy
hierarchy(see
(seebelow,
below,Alternative
Alternativesourcing
sourcing structures:
structures: Supplier
Supplier supervision
supervision
sourcing).
sourcing).
Five years ago, single sourcing was by far the most common structure. Now, more and more
organisations have moved to multi-sourcing.
multi-sourcing.
This chapter:
chapter:

• Describes
z
Describesthe
thebasic
basicsingle
singleand
andmulti-sourcing
multi-sourcingstructures,
structures,outlining
outlining their
their common
common advantages
advantages

and disadvantages. Boxes also summarise the key benefits and risks of both
both structures
structures in
in
Single sourcing
sourcing -- benefits
benefts and risks and Multi-sourcing - benefits
benefts and
brief (see boxes, Single
and risks).
risks).
• Outlines
z
Outlinespossible
possiblesolutions
solutionstotosourcing
sourcingrisks,
risks,particularly
particularlyfor
formulti-sourcing
multi-sourcing arrangements.
arrangements.
• Identifies
z
Identifiesalternatives
alternativestotostraightforward
straightforwardmulti-sourcing,
multi-sourcing,which
which allow
allow the
the customer
customer to use
multisourcing's advantages while mitigating its
its inherent
inherent risks.
risks.

Single or multi-sourcing model?
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This section describes the different characteristics of single
single sourcing
sourcing and
and multi-sourcing.
multi-sourcing.
Single sourcing
sourcing
The customer chooses a single supplier to provide the entire set of services that it wishes to
outsource, and relies on that supplier to carry responsibility for the outsourced services throughout
the contract term, particularly in relation to service
service levels.
levels.
The single supplier often uses a range of subcontractors to help it deliver the services. This may
happen because:
because:

• The
z
Thecustomer
customerinsists
insistson
onthe
thesupplier
supplierusing
usingspecific
specificco-partners
co-partners to
to deliver
deliver specific
specific sets

of
services. This helps the customer control the choice of
of subcontractors
subcontractors (see
(see below,
below,
Responsibility).
• The
z
Thesupplier
supplierchooses
choosestotosubcontract.
subcontract.AAhybrid
hybridapproach
approachisis sometimes
sometimes inevitable,
inevitable, if the
supplier needs to subcontract some of the services in order
order to
to provide
provide them.
them.
However, even if subcontractors are involved, the supplier usually provides the majority of the core
services to the customer. This ensures that it obtains the maximum revenue possible, to
compensate for taking on all of the risks and responsibilities
responsibilities of
of the
the outsourcing.
outsourcing.
A single sourcing generally has the following
following features:
features:

• Responsibility.
In In
a single
sourcing
relationship,
z
Responsibility.
a single
sourcing
relationship,the
theprime
primesupplier
supplierhas
hasfinal
final responsibility
responsibility
for the outsourcing. This means that the customer has a one-stop-shop recourse during the
outsourcing, and knows where to turn if something
something goes
goes wrong.
wrong.

However, if the supplier subcontracts the outsourced work, the customer has no guarantee that
the subcontractor is best suited or qualifiedto provide the services. To minimise this risk, the
customer can insist on the supplier using certain subcontractors (see above) or ensure that it
controls the number and quality of subcontractors (see below, De-risking the sourcing
model: Governance).
model:Governance).
The supplier is likely to seek relief from total responsibility where the customer or a third party
can impact on its provision of the services, or the customer somehow controls or has retained
part of the services. However, the customer can draftthe contract
contract to
to cover
cover this
this risk.
risk.
(please see the Single Sourcing Model in the pdf article)

• Long-term
contract.
Single
sourcing
contracts
z
Long-term
contract.
Single
sourcing
contractstend
tendtotolast
lastfrom
fromfive
fivetoto15
15years.
years. Suppliers
Suppliers
seek long-term contracts because this gives them more leverage to deliver cost savings and
value for money over time to their customers. However, a long-term contract can be
disadvantageous for the customer if, for example,
example, the:
the:
o supplier's
{
supplier'sperformance
performance is
is poor;
poor;
o relationship
{
relationshipbetween
betweenthe
thecustomer
customerand
and supplier
supplier is
is not
not working;
working;
o expected
{
expectedinnovation
innovation isis not
not being
being delivered;
delivered; or
o cost
{
costsavings
savingsand
andvalue
valuefor
formoney
money do
do not
not materialise.
materialise.
• Lock-in.
One
ofof
the
z
Lock-in.
One
thefrequent
frequentproblems
problemsthat
thatarises
ariseswith
withsingle
singlesourcing
sourcing is
is that
that the
the customer
customer
can be 'locked in' to its supplier. This can have disadvantages. The supplier controls its
subcontractors, and is often more concerned with protecting its own margins than ensuring
that new or existing services are tendered or re-tendered
re-tendered competitively
competitively among
among them.
them.
Therefore, customersoften find itdifficult to create any sense of competition around the award
of new services in a single sourcing.
sourcing.

Therefore, in a single sourcing model, it is crucial that the customer carefully select a supplier
that will, over the outsourcing
outsourcing term:
term:

o meet
{
meetits
itsaspirations,
aspirations,expectations
expectations and
and objectives;
objectives;
o deliver
{
deliverthe
theparticular
particularset
setof
ofservices
services in
in aa competitive
competitive manner;
manner; and
and
o create
{
createcost
costsavings,
savings,value
valuefor
formoney,
money, innovation,
innovation, and
and so
so on.
on.
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of the
the benefits
benefits and
and risks
risks of
of single
single sourcing,
sourcing, see
see box,
box, Single
Single sourcing
sourcing -- benefits
benefts and
For a summary of
risks.
risks.
Multi-sourcing

In multi-sourcing, the customer enters into separate, parallel agreements with different suppliers for
different parts of the services to be outsourced. The separate agreements should ideally be
interconnected (see below, De-risking the sourcing model: Allocation of responsibility), but often they
are not. The customer takes on the role of project manager of the outsourcing, and cannot demand
that the suppliers co-operate with each other unless it builds this co-operation
co-operation into
into the
the contract.
contract.
Contractual multi-sourcing vehicles are far more diverse than for single sourcing
sourcing (see
(see below,
below,
Alternative sourcing structures).
(please see the Multi-Sourcing Model in the pdf article)
A multi-sourcing generally has the following
following features:
features:

• Choice
In
z
Choiceand
andflexibility.
flexibility.

contrast
to to
single
sourcing,
In contrast
single
sourcing,multi-sourcing
multi-sourcinginvolves
involvescompetition
competition
between suppliers, and avoids lock-in to a single supplier for a broad range of services for a
long period of time (see above, Single sourcing: Lock-in). It allows the customer to market
test other projects and services than those originally contracted for on a case-by-case
case-by-case basis.
basis.
The customer can also take a 'mix and match' approach to outsourcing, that is, building on
suppliers' different strengths to obtain better overall service quality. In addition, contracts
tend to be shorter than in single sourcings.
sourcings.

A disadvantage to having multiple suppliers is that suppliers from similar sectors may be wary of
entering into contracts for fear of making their confidential information or intellectual property
available to a competitor.
competitor.

• Responsibility.
The
customer's
legal
risk
z
Responsibility.
The
customer's
legal
riskisishigher
higherthan
thanininaasingle
singlesourcing
sourcing(see
(seeabove,
above,
Single sourcing: Responsibility), because it delegates responsibility to several suppliers. This
diferent parties
interaction with different
parties makes
makes itit harder
harder to
to strike
strike the
the right deal and ensure that the
separate contracts are properly implemented. The customer is responsible for any gaps in
the services' scope:
scope:
o that
{
thatitithas
hasnot
notfully
fullyor
orproperly
properlyallocated
allocated to
to the
the various
various suppliers;
suppliers; and
o around
{
aroundany
anyinteractions
interactionsor
orhandovers
handoversbetween
between the
the suppliers,
suppliers, because
because there is no
contractual relationship between them.
them.
If a gap occurs, the customer must pick up any activities that are not clearly in-scope for the
suppliers, or pay more to a supplier to do so. Oversights may not always be evident until a problem
arises. Responsibilities also tend to be duplicated within one organisation
organisation and
and across
across suppliers
suppliers in
in
multi-sourcing environments.
environments.
The customer can address such issues by clearly allocating responsibility among the suppliers (see
below, De-risking the sourcing model: Allocation of responsibility).
responsibility).
In addition, the customer often cannot state which supplier is ultimately responsible for aa given
given
failure, or cannot prove it to a sufficient
suficient standard
standard to
to enable
enable the
the customer
customer to
to enforce
enforce its
its rights
rights and
and
remedies under the contract.
contract.
For a summary of the benefits and risks of multi-sourcing, see box, Multi-sourcing - benefits and
risks.
risks.
De-risking the sourcing model
A customer can take steps to manage the risks of a single
single or
or multi-sourcing.
multi-sourcing.
Retention
Retention of
of control
control
One of the most basic, but key, steps that a customer can take to manage its risks is to ensure it has
the right level of control over the outsourcing. Irrespective of the customer's attempt to create the
best possible contract, an outsourcing arrangement (particularly a multi-sourcing) is likely to fail if the
post-signature contract management activities are understaffed or poorly
poorly performed.
performed.
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Customers often underestimate the level of management required during an outsourcing, particularly
during its initial transition
transition phases.
phases.
To retain control, the customer should
should consider:
consider:

• Retaining
z
Retainingenough
enoughstaf
stafftotomanage
managethe
theoutsourcing.
outsourcing.
• Taking
z
Takingon
onadditional
additionalstaf
staffwith
withappropriate
appropriatecontract
contractmanagement
managementexperience.
experience.
This is a small price to pay to ensure
ensure that
that the:
the:

• Contract
z
Contractisisperformed
performedas
asrequired.
required.
• Customer's
z
Customer'srisks
risksand
andliabilities
liabilitiesduring
duringthe
thelife
lifeofofthe
thecontract
contractare
are reduced.
reduced.
In a multi-sourcing, the customer deals with many parties, so these considerations become more
important.
important.
The customer should combine retaining control of management with a good governance structure
(see below, Governance).
Governance).

Governance
A governance structure ensures effective
efective management
management of
of the
the outsourcing.
outsourcing. Governance structures
can vary significantly:
significantly:

• Single
Governance
z
Singlesourcing.
sourcing.
Governanceisisprimarily
primarilyused
usedtotomanage
manage the:
the:
o relationship
{
relationshipbetween
betweenthe
thecustomer,
customer,supplier
supplier and
and subcontractors;
subcontractors; and
and
o number
{
numberand
andquality
qualityofofsubcontractors
subcontractorsthat
that the
the supplier
supplier can
can use.
use.
(See above, Single or multi-sourcing model?: Single sourcing: Responsibility.)

• Multi-sourcing.
Governance
is is
used
(along
z
Multi-sourcing.
Governance
used
(alongwith,
with,for
forexample,
example,operating
operatinglevel
level agreements
agreements
(see below)) to bring together the various suppliers, so that everyone works together to
minimise gaps and risks (see above, Single or multi-sourcing model?: Multi-sourcing:
Responsibility).
A typical governance structure involves many layers of interaction between the customer and the
various suppliers. For example, it could
could follow
follow this
this pattern:
pattern:
At the top level, a partnership board, attended by senior management from both the customer and
each of the suppliers or subcontractors.
subcontractors.

• AtAtthe
z
theintermediate
intermediatelevel,
level,sub-structures
sub-structures(for
(foreach
eachsupplier
supplierin
inthe
the case
case of
of aa multi-sourcing)
multi-sourcing)
that consist
consist of:
of:
o project
{
projectexecutive
executivecommittees
committees(attended
(attendedby
bysenior
senior executives
executives of
of the
the customer
customer and
supplier (s)); and
o national
{
nationalexecutives
executivesor
orcommittees
committees(attended
(attendedby
by regionregion- or
or country-specific
country-specific executives
executives
of the customer and supplier(s)).
supplier(s)).
• AtAtthe
z
thelower
lowerlevel,
level,aaproject
projectmanager
managertotoorganise
organisemeetings
meetings(attended
(attended by
by the
the customer
customer and
and
supplier(s)).
supplier(s)).

The governance regime should also set out,
out, among
among other
other things:
things:

• The
z
Thefrequency
frequencyof
ofmeetings.
meetings.
• Quarterly
z
Quarterlyand
andannual
annualreviews.
reviews.
• Reports
z
Reportsthat
thatthe
theparties
partiesmust
must produce.
produce.
• Informal
z
Informaland
andformal
formalescalation
escalationand
anddispute
disputeresolution
resolution procedures.
procedures.

Allocation and definition of services

To minimise its risks and liabilities as much as possible, a key part of the customer's preparatory
work is to correctly define:
define:

Document hosted at
http://www.jdsupra.com/post/documentViewer.aspx?fid=ee697f03-d78f-4966-8681-c51fff30350d

• The
z
Theservices
servicesthat
thatmust
mustbe
besupplied.
supplied.
• The
z
Theset
setofofservices
servicesallocated
allocatedto
toeach
each supplier.
supplier.
• How
z
Howthe
thedifferent
differentsets
setsofofservices
servicesrelate
relatetotoand
anddepend
dependon
on each
each other.
other.

together to
to form
form aa workable
workable outsourcing
outsourcing can
can be
be difficult,
dificult,
Combining these definitions and allocations together
especially in multi-sourcing. The customer should invest time in ensuring that statements of work
(which allocate responsibility between suppliers) are in place and collectively agreed. In a multisourcing, it is helpful if the customer agrees different
diferent supplier
supplier contracts
contracts at
at the
the same
same time
time rather
rather than
consecutively, because entering into one contract may require any earlier contract to be amended,
which often results in the earlier supplier demanding a renegotiation
renegotiation in
in price
price (see
(see also
also below,
below,
Allocation of responsibility).
(please see the Contract Manager Sourcing Model in the pdf article)

Value for
for money mechanism
Value
In a single sourcing, it is advisable to have in place a value for money mechanism, which comes into
play when the outsourcing does not deliver the required services.
services. This
This consists
consists of:
of:
z
Benchmarking.
• Benchmarking.
z
Markettesting.
testing.
• Market
• AAmechanism
z
mechanismthat
thatallows
allowsthe
thecustomer
customertototake
takethe
theservices
services back
back in-house.
in-house.

Allocation of responsibility
In a single sourcing, it is relatively easy to ensure that the supplier is contractually responsible for
the services throughout the outsourcing term (see above, Single or multi-sourcing model?: Single
sourcing: Responsibility).
Responsibility).
In a multi-sourcing arrangement, it is harder to avoid and allocate responsibility (see above, Single
or multi-sourcing model?: Multi-sourcing: Responsibility). The customer has two main methods to
reduce this risk:
risk:

• Contractual
provisions.
When
drafting
anan
outsourcing
z
Contractual
provisions.
When
drafting
outsourcingagreement,
agreement,the
thecustomer
customer should
should
evaluate risks and carry out due diligence across the outsourced services, processes and
systems to ensure that:
that:
o all
{
allthe
theinteractions
interactionsand
andhandovers
handoversbetween
betweensuppliers,
suppliers, and
and responsibilities,
responsibilities, have
have been
been
clearly identified;
o the
{
thecontracts
contractsstate
stateexactly
exactlywho
whoisisresponsible
responsible at
at any
any particular
particular time
time for failures that
arise.
arise.
In addition, if the customer splits the same service across a number of suppliers, it should
ensure that the contracts are as interdependent as possible, requiring the suppliers to cooperate with each other. The customer should seek to have a balance between incentives and
penalties in the contract to encourage co-operation and interaction
interaction between
between suppliers.
suppliers.

• Operating
level
agreements
(OLAs).
OLAs
are
a
z
Operating
level
agreements
(OLAs).
OLAs
are

key
a
keyunderpinning
underpinningelement
elementofofaasuccessful
successful
multi-sourcing. An OLA creates relationships between otherwise distinct suppliers, and
imposes a degree of shared responsibility on them for service continuity. The OLA should be
set up so that if a problem arises, each party's immediate focus is on fixing it, leaving
arguments over responsibility for and payment of remedial costs until later. An OLA's
strength depends on how well the customer
customer polices
polices it.
it.

OLAs have other uses, such
such as:
as:

o avoiding
{
avoidingarguments
argumentsabout
aboutconfidentiality
confidentiality(see
(see above,
above, Single
Single or
or multi-sourcing
multi-sourcing
model?: Multi-sourcing, Choice and flexibility);
flexibility);

o preventing
{
preventingdata
data sharing;
sharing;
o imposing
{
imposingcommon
commonIT
ITstandards
standardson
on suppliers
suppliers (see
(see below,
below, Standard
Standard

processes or
platforms); and
o ensuring
{
ensuringthat
thatsuppliers
suppliershave
haveaaunified
unifiedapproach
approachtowards
towards dealing
dealing with
with IP
IP rights.
rights.
OLA can
can be
be very
very difficult
dificult to
In practice, an OLA
to negotiate
negotiate unless
unless the customer designs its multisourcing model around it. Previously independent suppliers are unlikely to accept an OLA that
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the customer imposes on them retrospectively, in particular if the OLA contains any meaningful
meaningful
penalties, service credits or rights for the customer to claim damages or terminate the main multisourcing agreement.
agreement.

An additional method of dealing with fault attribution is a good
good governance
governance structure
structure (see
(see above,
above,
Governance).
Standard processes
processes or
or platforms
platforms
An issue in any outsourcing, and particularly a multi-sourcing, is ensuring that all suppliers are
equally up to date in terms of processes. For example, in successful IT outsourcings, customers
efort standardising
spend a lot of time and effort
standardising common
common IT
IT processes,
processes, so that suppliers are
efectively work
interchangeable or can effectively
work together.
together. The
The use
use of
of standard templates, such as IT
Infrastructure Library (ITIL), as a basis for operations monitoring, service desk management,
management,
capacity management and other IT processes is becoming fundamental
fundamental to
to success
success in
in multi-sourcing.
multi-sourcing.
(please see the Supplier Supervision Sourcing Model in the pdf article)

Alternative sourcing structures
Various outsourcing models address some of the inherent
inherent drawbacks
drawbacks of
of multi-sourcing
multi-sourcing (see
(see above,
above,
Single or multi-sourcing model?: Multi-sourcing and box, Multi-sourcing
Multi-sourcing -- benefits
benefits and
and risks).
risks).

The legal structures employed in different
diferent sourcing
sourcing models
models tend
tend to
to involve
involve a balance between two
approaches:
approaches:

• Employing
z
Employinga aproject
projectmanagement
managementororsystems
systemsintegration
integrationsupplier
supplier to
to act
act as
as aa middleman
middleman

between the customer and supplier and, therefore, take responsibility for performance and
delivery.
delivery.
• Cutting
z
Cuttingout
outthe
themiddleman,
middleman,with
withthe
thecustomer
customerretaining
retaininggreater
greatercontrol,
control,risk
risk and
and responsibility.
responsibility.
A summary of some of the main alternative contractual outsourcing
outsourcing structures
structures is
is set
set out
out below.
below.

Contract manager
manager sourcing
sourcing
The customer negotiates and enters into direct individual contracts with suppliers, as in a multisourcing (see above, Single or multi-sourcing model?: Multi-sourcing). The customer also enters into
a contract with an independent contract manager, who manages the relationship between the
customer and suppliers. The contract manager becomes liable for the integration and management
of the multi-sourcing, and the suppliers remain directly liable
liable to
to the
the customer
customer for
for their
their services.
services.
One of the benefits of this model is that the contract manager can put pressure on suppliers without
hindering or damaging their relationship with the customer. In addition, the customer's risk is reduced
because the contract manager is independent, and has specialist skill and knowledge in managing
complex outsourcing arrangements.
arrangements.

The main disadvantage for the customer is that it no longer has day-to-day contact with the suppliers
and it must fully rely on the contract manager for the services' integration and
and delivery.
delivery. In
In addition,
addition,
this model can be more expensive than a traditional multi-sourcing because the customer pays for
the independent contractor (effectively paying to reduce
reduce the
the risk
risk of
of managing
managing the
the contract).
contract).
A strong governance structure
Governance) is key to
structure (see
(see above,
above, De-risking
De-risking the
the sourcing
sourcingmodel:
model:Governance)
successful contract manager sourcing, particularly if this governs the scope and manner of the
interaction between the customer, contract manager
manager and
and suppliers.
suppliers.

Supplier supervision
supervision sourcing
The customer negotiates and enters into direct individual contracts with suppliers, as in a multisourcing (see above, Single or multi-sourcing model?: Multi-sourcing). The suppliers enter into OLAs
model. Allocation of responsibility:
responsibility. Operational level agreements
(see above, De-risking the sourcing model:
(OLAs)) in which they agree to work with each other, but only remain liable to the customer. In this
model, one of the suppliers (usually the largest) usually supervises the outsourcing and takes
takes on
on
some level of responsibility for integration.
integration.
One of the benefits of this model is that the customer can choose each supplier, unlike other models
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it may have to rely on another party to choose them (see above, Single or multi-sourcing?: Single
sourcing). Another advantage is that the customer can receive integration assistance and service
support for a lower cost, as the suppliers are directly responsible to the customer. In addition, there
may be long-term cost savings,
savings, because:
because:

• The
z
Thecustomer
customerdoes
doesnot
nothave
havetotoretain
retainaathird
thirdparty
partyto
tomanage
managethe
the outsourcing.
outsourcing.
• Competition
z
Competitionbetween
betweensuppliers
suppliershelps
helpskeep
keepthem
themfocused
focusedon
on delivering
delivering value
value for
for money
money to
the customer.
customer.

One of the disadvantages of this model is that it depends on the suppliers' willingness and ability to
work with each other. The customer is limited in its ability to make suppliers co-operate, particularly
if it tries to bring in a new supplier to manage existing suppliers. In practice, the customer must
provide suppliers with incentives to co-operate, such as a joint bonus pool, together with a clear
protocol for co-operation.
co-operation.
(please see the Geographic Sourcing Model in the pdf article)

Geographic sourcing
sourcing
Geographic
In a multi-sourcing (see above, Single or multi-sourcing model?: Multi-sourcing), the customer
sometimes enters into separate contracts for the same sets of services but in different geographical
geographical
areas.
areas.
This increases competition between suppliers, because if one supplier fails to perform, the customer
diferent region
can easily call in another supplier in aa different
region to
to replace
replace it.
it. The
The customer has good business
continuity and reduced risk, because it has several suppliers providing the
the same
same services.
services. In
In
addition, the customer can allocate responsibility for failures with certainty, because the services are
geographically self-contained, making it generally clear which supplier has created a problem or
performed poorly. For similar reasons, some customers award specific self-contained service lines
to different
diferent suppliers
suppliers under
under separate
separate contracts.
contracts.

Key considerations
considerations in an outsourcing
outsourcing
Key
important that
that the
the customer
customer invest
invest the
the right
right degree
degree of
of time
time andeffort
andefort into
In any outsourcing, it is important
planning the sourcing arrangement. In particular, an outsourcing's early focus should be on
identifying the appropriate sourcing model and retaining or recruiting
recruiting individuals
individuals to
to manage
manage it.
it.
To single or multi-source?' remains the question for many customers. The answer is likely to be
'To
individually tailored to each customer, depending
depending on:
on:

• The
z
Thecustomer's
customer'scircumstances
circumstancesand
andtype
typeof
oforganisation.
organisation.
• The
z
Thenature
natureofofthe
theservices.
services.
• What
z
Whatthe
thecustomer
customerisistrying
tryingto
to achieve.
achieve.
Current trends point at significant growth in the size and scale of multi-sourcing transactions,
although given outsourcing's cyclical nature, and the fact that both models have their own inherent
benefits and drawbacks, this may only be a temporary
temporary trend.
trend.

Whatever the sourcing model, the customer should ensure that the supplier relationships are
planned clearly, with interactions, handovers, responsibilities and governance
governance clearly
clearly defined.
defined.

Single sourcing –- benefits and risks
Benefits

• The
z
Thecustomer
customerisisreleased
releasedfrom
frommost
mostofofthe
theday-to-day
day-to-daymonitoring
monitoring and
and operating
operating of
of the
outsourcing.
outsourcing.

• The
z
Thecustomer
customerhas
hasonly
onlyone
oneagreement
agreementand
andone
oneline
line of
of contact.
contact.
• The
z
Thesupplier
supplierisisresponsible
responsiblefor
forthe
theoutsourcing
outsourcingand
andits
itsintegration,
integration, throughout
throughout the
the term of
contract.
contract.

the
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• The
z
Thesupplier
supplierisisresponsible
responsiblefor
forensuring
ensuringthat
thatsubcontractors
subcontractors provide
provide the
the agreed
service to the agreed schedule.
schedule.

level of

Risks

• The
z
Thecustomer
customermust
mustrely
relyfully
fullyon
onthe
thesupplier
supplierfor
forintegration
integrationand
andquality
quality of
of service.
service.
• The
z
Thecustomer
customerhas
hasno
nodirect
directcontract
contractwith
withany
anysubcontractors,
subcontractors, and
and must
must negotiate
negotiate with the
supplier even if another party will carry out the work.
work.

• It Itisisharder
z
hardertotoobtain
obtainthe
thebest
bestprice
pricefor
forthe
theservices
servicesand
andrequire
requirethe
the subcontractors
subcontractors to
to engage
engage
in a competitive bidding process.
process.

• AAweak
z
weakgovernance
governanceregime
regimeundermines
underminesthe
thebenefits
benefitsof
ofsingle
single sourcing.
sourcing.
• If Ifthere
z
thereare
areproblems
problemswith
withthe
thesupplier,
supplier,the
theoverall
overallprocess
process is
is likely
likely to
to become
become more

costly
and risky.
risky.
• The
z
Thecustomer
customerwill
willhave
havetotomeet
meetthe
thesupplier's
supplier'scosts
costsofofmanaging
managingits
itssubcontractors.
subcontractors.
• The
z
Thesupplier
supplierisislikely
likelytotoput
putits
itsown
owninterests
interestsbefore
beforethe
thecustomer's.
customer's. Therefore,
Therefore, itit can
can be
difficult to engage the supplier's subcontractors in a competitive bidding process, or
encourage the supplier to be innovative during
during the
the term
term of
of the
the contract.
contract.

- benefits
Multi-sourcing –
benefits and risks
Benefits

• The
z
Thecustomer
customerbenefits
benefitsfrom
fromflexibility,
flexibility,as
asititisisnot
notlocked
lockedin
into
to one
one supplier.
supplier.
• Contracts
z
Contractstend
tendtotobe
beshorter
shorterthan
thanininsingle
single sourcings.
sourcings.
• The
z
Thecustomer
customercan
cantender
tendercompetitive
competitiveoffers
offerstotovarious
varioussuppliers
suppliers on
on an
an open
open market,
market, on the
basis of service as well as
as price.
price.

• The
z
Thecustomer
customerisisfree
freetotochoose
choosethe
thebest
bestsupplier
supplierfor
foreach
eachoutsourced
outsourced service.
service.
• The
z
Thecustomer
customerhas
hasaadirect
directcontact
contactline
linewith
witheach
each supplier.
supplier.
• Each
z
Eachsupplier
supplierisiscontractually
contractuallydirectly
directlyresponsible
responsibleto
tothe
the customer.
customer.
• The
z
Thecustomer
customercan
canreplace
replaceaasupplier
supplierwithout
withoutthis
this afecting
affectingits
itscontracts
contractswith
withother
other parties.
parties.
Risks

• The
z
Thecustomer
customermust
musttake
takeon
onthe
therole
roleof
ofproject
project manager.
manager.
• The
z
Thecustomer
customercan
canonly
onlypersuade,
persuade,rather
ratherthan
thanorder,
order,suppliers
suppliers to
to co-operate
co-operate with one
another.
another.

• Responsibilities
z
Responsibilitiestend
tendtotobe
beduplicated
duplicatedwith
withone
oneorganisation
organisationand
andacross
across suppliers.
suppliers.
• There
z
Thereare
areoften
oftenunknown
unknowninterdependencies
interdependenciesbetween
betweensuppliers
suppliers that
that can
can delay
delay or
or complicate
complicate
scheduling.
scheduling.

• Process
z
Processinformation
informationflow
flowbetween
betweendiferent
differentparties
partiescan
canbe
becomplicated
complicatedand
and convoluted.
convoluted.
• The
z
Thecustomer
customermust
mustspend
spendresources
resourcesand
andmanagement
managementtime
time on
on resolving
resolving issues
issues across
different suppliers.
suppliers.

• Suppliers
z
Suppliersfrom
fromsimilar
similarsectors
sectorsmay
maybe
bewary
waryof
ofentering
enteringinto
into contracts
contracts for
for fear
fear of making

their
confidential information or intellectual property available
available to
to aa competitor.
competitor.
• If Ifservices
z
servicesfail
failororare
arepoorly
poorlyperformed,
performed,the
thecustomer
customermust
musttake
takeup
up claims
claims separately
separately with
with
each supplier.
supplier.
• AAsupplier
z
supplierisisnot
notresponsible
responsiblefor
foranother
another supplier's
supplier's failure
failure
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