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B.L.U.F

Technological, economic, and demographic factors are converging to 
create the imperative for all organizations to develop an IT Sourcing 
Strategy

IT Sourcing Strategies vary, not one size fits all, but all should start with 
a thorough collection of all the available IT work into a portfolio that can 
then be analyzed / optimized

2 Models will be presented: a case study and a Gartner sourcing framework 

IT will develop new competencies in Sourcing Management in order to 
establish and evolve effective Sourcing programs

Effective Process management is the key to taking advantage of 
Sourcing
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Supply of Talent
IT jobs are increasing substantially:

The professional-level IT workforce will grow at more than twice the rate 
of the overall workforce, creating 1 in 19 new jobs and adding more 
than 1 million new jobs by 2014. 

“Computer/math scientist” jobs, which include programming, will increase 40% by 
2012. 

The Forrester/ITAA Tech Sector Index at a 5-year high at end of 2006
1,900 open positions in healthcare IT in Northeast Ohio: May 2007

Traditional talent pipeline is slowing:
A 2005 survey of college freshmen: 1.1% planned to major in computer 
science, down from 3.7% in 2000

Undergraduate college enrollment in computer sciences declined 59 percent from 
2001 to 2005.

At the 2006 ACM International Collegiate Programming Contest, only 
Massachusetts Institute of Technology ranked in 12 highest finishers. 
Most top spots were seized by teams from Eastern Europe and Asia

Occupational Outlook Handbook, Department of Labor Bureau of Labor Statistics, 2004-2005.
Higher Education Research Institute (HERI), 2005.
Baijou Shah, NOHIMS Presentation 2007
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Virtualization
Allows multiple operating systems (and applications) to run on a single 
physical server.   
Potential benefits in:

Consolidation: combine multiple servers with low utilization rates (5-15%) into fewer 
servers, resulting in more efficient combined utilization (60-80%)
Deployment: Deploy existing virtual images quickly on new servers, eliminates the 
need to install and configure operating systems on each new server received
Agility: Move operating systems and applications from one server type to another to 
meet changing demands. 
Protection: Combine with storage area network (SAN) replication, virtualized images 
can be replicated to a secondary site, then loaded on to a different set of servers at 
the disaster site in the event of a primary site failure. 

Separating the applications (business processes => innovation) from the 
physical stuff they run on.
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Virtualization
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SOA
Service Oriented Architecture (SOA): designing and integrating 
applications using collections of shared business services; modular 
pieces of software that perform discrete business functions.  
A SOA approach:

Moves the primary focus of IT projects toward process definition, visibility and 
control, away from the underlying technology or product implementation issues. 
Helps to ensure that IT is positioned to enable business processes that are defined 
and controlled by the business, not by IT
Vendors who implement SOA principles will un-bundle integrated processes and 
provide them as stand-alone units or tasks that act independently or in an integrated 
fashion.

Potential benefits in:
Delivering functional enhancements at a faster rate than with the integrated systems 
implemented in most environments today. 
Users should be able to consume these enhancements based on need without being 
forced to large upgrades, but rather upgrading the components.

Separating applications into autonomous shared services, or "black boxes,”
interaction between which can be viewed as a "contract" between services.
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Data Center TCO
Consumption of energy to power and cool hardware infrastructure is on 
the rise

Although typically associated with high-density servers (blades and rack-optimized 
systems), increased storage and networking devices also contributing to energy 
consumption and heat output

Innovation will occur (i.e. servers, management software, liquid
cooling); to cause an immediate reduction in energy consumption.

Over a period of one to three years, the curve will again go upward

The “greening” of data centers.  Developing environmentally friendly 
facilities.

Within the next 5 years, most businesses in the U.S. and Europe will be under 
pressure to demonstrate their commitment to their corporate social responsibility 
(CSR) issues.  

Rapidly increasing cost of new data center construction
Rapidly increasing cost of underlying utilities 

Continuous, accelerated cycle of investment in data center infrastructure
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Evolution of Outsourcing
Large, multi-year investments in creating centers of excellence in a 
factory model

Economies of scale and process improvement focus
Deep rosters of talent, organized by skill and experience
Global delivery, Asia US Europe, work performed “where it makes the most 
sense”

Moving beyond cost reduction to transformation
Customer expectation of year-over-year 4-10% productivity 
improvement
“One Team” concept – what is the right business decision mentality
Risk Sharing –results-based contracts and sharing in costs/benefits

Outsourcers optimizing to thrive in compartmentalized, disaggregated setting 
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Sourcing Scenarios

1. Skills-based (Corporate Exec Board Case Study)

2. Process-based (Gartner)
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Scenario 1: Skills-based

Develop business criticality scoring matrix for all IT roles:
Technical, Process Leadership, Business, People Leadership
The strategic business impact is evaluated and scored 
For each skills dimension, the roles receive a score on a 1 to 5 scale, with higher 
scores representing lower business impact, and thus greater suitability for external 
sourcing.

Corporate Executive Board, Iverson Financial Case Study, 2003
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Scenario 1: Skills-based

Add a “mode of collaboration” assessment to create a 3 x 3 table to 
chart the sourcing options and relative viability
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Scenario 1: Skills-based
To deal with roles “in the middle”, a forward-looking assessment 
provides further detail on the future portfolio of skillsets in the 
organization

A CIO Advisory Board, the next generation IT executive leadership, an Architecture 
Review Board, as well as business users create the skills road map.
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Scenario 1: Skills-based
The role descriptions are then completed with the universal skill set 
inventory, providing transparency regarding how thoroughly a given role 
coincides with the skills expected to be in demand. 

Open and concise communication to staff on the skills they need to cultivate to 
position themselves for roles in the IT organization of tomorrow.
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Scenario 1: Skills-based
New role created: Resource Manager

One individual at each Business Unit or division
Not an HR role, but rather is very similar a professional staff manager in a consulting 
environment
IT Project Managers required to consult their Resource Manager at the beginning of 
the project life cycle. 
Resource Managers have visibility into sourcing practices and an opportunity to 
educate project managers about external sourcing options.

4 main responsibilities
1. Maintaining an understanding of employee skills, development plans, and career 

aspirations; ensuring this information is tracked within a database
2. Keeping track of upcoming projects and resource needs
3. Communicating resource needs and availability to other peer Resource Managers 
4. Recommending the best sourcing options for every project
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Scenario 1: Skills-based
Commitment to helping internal staff adjust to the realities of global 
sourcing and the related new business directions 

Resource strategy as an opportunity to migrate to more strategic roles with greater 
business-facing impact.

To assist staff in preparing for the new sourcing realities, career-
planning tools to help visualize paths to strategic roles. 
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Scenario 2: Process-Based
Some businesses have become what Gartner calls "compulsive 
outsourcers," creating a mix of contracted and in-house services that 
are uncoordinated and missing expectations for efficiency and cost.

Combination of sourcing options, “multisourcing” gains access to 
necessary skills, driven by a framework and process-focus

Sort out how sourcing decisions align with, support and affect strategic 
business objectives.

Why are we sourcing? (Is the business goal to save money, improve operational 
efficiency, boost business performance?)  Transformation, Enhancement, Efficiency
What specific processes should we consider?
Who can best perform or deliver these services to meet the goals? (Should the job 
be performed in-house or outsourced to external resources?)
How should the work be done? (Do we want a customized or standard 
service/process?)
Where should the work be done? (Will this work be performed domestically/onshore 
or nondomestically/offshore?)



18

Scenario 2: Process-Based
Plot each process and IT service into a framework

Sets up the entire range of work to consider in sourcing decision making. “What?”
Begins to indicate whether this work should be done in-house or outsourced. “Who?”

Senior leadership to be engaged in supporting multisourcing as a new 
organizational discipline and competency.

Commitment to set up the framework, leadership structure and governance so that all 
sourcing decisions are coordinated and consistent
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Scenario 2: Process-Based
Another framework visualizes the desired delivery (custom or standard) and the 
value (operational efficiency or business outcome): “How?”

Value: The vertical axis shows the value of a service by its direct impact on business goals.
Delivery: At one end are services in a customized environment, at the other end is standardization 
— a one-to-many service in which the organization adapts to the way the service is delivered, 
rather than the other way around or process effectiveness.

For processes which 
are candidates for 
outsourcing.  Shows 
potential vendor 
relationship, pricing, 
and delivery models.
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Scenario 2: Process-Based
Where?
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Success Factors
It all starts with Process

Identify the work, break it down into smallest components possible 
Think like a service provider: customer, benefits, metrics service owner, improvement 
plans 
Major collection, analysis (“No Process Left Behind”)

Define what to focus on, before moving to questions of how or where it 
should be done 

Redefine your critical assets.  Understand what will and generate innovation and 
business growth. 
Business information, business processes and business relationships that fuel 
growth.
Let effectiveness, rather than cost, drive where to locate IT tasks

Sourcing analysis is not a onetime event
A growing need for skillsets and organizational investments in ongoing management 
and optimization of IT sourcing  
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