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Company

e TSD Group is an American company focusing on IT industry.

e E-Site Co., Ltd. is a Chinese outsourcing service provider focusing on software
development area.

¢ Bestway Co., Ltd. is a Chinese BPO service provider.

Personnel

e Alex is the Senior Project Manager in TSD Group.
® Jack is the Project Manager in E-Site Co., Ltd.

® Bruce is the Project Manager in Bestway Co., Ltd.



Summary

Procedures of Selecting the
Right Qutsourcing Vendor

Learning objectives

e Understand the process of choosing the provider.
e Learn to know the main contents of each step of the process of choosing the provider.

e Master vocabulary, sentence structures and expressions used in the unit.

Background

On the company monthly meeting, the General Manager announced that TSD Group was
going to present a new software product to the global market. And to promote the customers’
satisfaction to the new product, as well as timely control the market reflection, TSD was
going to increase investment in the customer service area, and outsourced its telephone after
service work to a Chinese company to provide call center service to the global market. TSD
appointed Alex as the Project Manager for the whole outsourcing project. In addition, the
first job for him was to find out a suitable service provider.

Thinking

e Knowing little about the Chinese outsourcing market, how should Alex find the call
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center company, and reduce the cost while controlling the risks?

e What is the difficulty when TSD chooses the Chinese provider ( offshore) compared
with local provider?

® What do you think are the steps of the task?

5= F N
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Steps to Select the Right Outsourcing Vendor

Introduction

The process of selecting an outsourcing vendor implies a complex multistage process to
evaluate not only what the provider can do, but also the way it’s done.

First of all, it’s important to know that this process should take some time. Sometimes,
this means months.

A well-organized vendor selection usually takes between 6 to 12 months and can ramp up
the total cost of the project with approx. 1% -10% . Costs associated with this phase include
analysis and documentation of requirements; creation, distribution and evaluation of RFPs
(Request for Proposals ) ; negotiations of contracts; development of SLAs ( Service Level
Agreements) ; pay of external players: consultants, lawyers, etc.

Therefore, the selection of a vendor is not a process to be rushed. Companies should
foliow a well-established methodology that defines each step of the trip. After all, the final

goal is to end up with the best service provider for delivering the desired outcome.

Step 1. Define your objectives and goals

This is a basic step for all future outsourcing activities. You have to describe the
process, service or product that you want to be outsourced clearly. You should also indicate

what your goals are through outsourcing.
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Another one of the first things you should do is to gather a core team to evaluate vendors
and participate in negotiations. The team should consist of individuals from various parts of
the company, such as executives from relative business departments, legal staff and human
resources responsible. Make sure you include the answers to the following questions in
formulating your objectives:

e What do you want to outsource?

e What type of an outsourcing agreement are you looking for?

e What are the offshore outsourcing locations that you are interested in?

e What are your goals in outsourcing?

e What services do you expect a vendor to provide?

e How much do you plan to spend?

e What are the risks associated with such an outsourcing agreement?

The team’s first task should be to define the high-level requirements of the outsourcing
engagement. For instance, if the goal for outsourcing is to reduce costs, the organization
should state it openly and leverage this process to explore ways to achieve that goal. The next
step is to benchmark the current process against others in the industry. Drawing “before” and
“after” process maps is a great exercise that helps companies explain where they are today
and show where they want the outsourcer to take them.

Next, it’s critical that the core team determines the right type of services to be
outsourced. There are many different kinds of work outsourced. However, all of these
outsourcing services fall in two broad categories: technology services outsourcing and

business process outsourcing.

Step 2 Find out all you need to know about the vendor — plan the RFI

The Reguest for Information ( RFI) provides material for the first round of vendor
evaluations. Organizations generally use the RFI to validate vendor interest and to evaluate
the business climate in the organization’s industry. As opposed to a highly specific, formal
Request for Proposal ( RFP) , the RFI encourages vendors to respond freely. It also spells out
the business requirements defined by the core team, so the vendor understands what the
company is trying to accomplish.

It is usually issued to acquire information on what is available, from whom and what
approximate cost before writing an RFP that is based on the real information rather than
wishful thinking. Typically, vendors will not respond to an RFI unless the effort to do so is
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not excessive and there is an expectation that an order or at least an RFP will follow.

After vendors return the questionnaire, the issuing company matches the vendors’
responses to the company’s requirements and weights the criteria based on importance.
Providers that don’t meet stated needs or haven’t responded to the specific questions are
eliminated.

Step 3. Prepare the RFP

The third step is to develop the RFP; send it to at least three short-listed suppliers;
evaluate them; and, of course, select the best ones. The RFI and RFP are complementary.
Information collected during the RFI process can prepare the solution requirements section of
the related RFP. You should have by now a better understanding of project scope and
requirements, as well as a list of qualified suppliers. Leveraging the information-gathering
focus of the RFI will lead to a concise RFP that articulates the business needs. The RFP
outlines the engagement’s requirements — relevant skill sets, language skills, intellectual
property protection, infrastructure, and quality certifications — and gives prospective vendors
the information necessary to prepare a bid. The responsibility of developing the RFP rests
with the project’s sourcing leader, but varicus aspects of the document will require input from
other domain experts. A good RFP includes one section that states what the company seeks
( business requirements) and four sections that ask about the vendor what it will be able to
provide.

(1) Business requirements. In brief, this section details the company’s project goal,
deliverables, performance and fulfillment requirements, and liquidity damages.

(2) Vendor profile. External service providers differ greatly in performance, style,
and experience. This part of the RFP details the vendor’s stability, services, and reputation.

(3) Vendor employee information. This section addresses the resources assigned at the
project management, middle management, team leader, and task levels, along with the
quality of people, their skills, training, compensation, and retention. If your company ranks
technical skills highest, you should look at technical expertise before examining costs.

(4) Vendor methodology. The methodology segment details project management,
quality, regulatory compliance and security.

Step 4. Due diligence

After vendors have sent their RFP responses, you can begin the evaluation. Usually,
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vendors propose different strategies when they respond to an RFP. They may suggest a sole
provider, co-sourcing, or multisourcing scenario, in which one, two, or several vendors,
respectively, deliver the service to the company. Regardless of the structure, if the proposal
meets the stated requirements, each vendor must then undergo a due diligences review.

Due diligence supports or invalidates the information the vendor supplied on processes,
financials, experience and performance. It helps you determine what the provider can do right
now, as opposed to what it might do if given the business. Due diligence should confirm the
information supplied in the RFP and address the following data

e Company profile, strategy, mission and reputation ;

o Financial status — reviews of audited financial statements;

e Customer references — preferably from similar outsourced processes;

e Management qualifications, including criminal background checks;

e Process expertise, methodology and effectiveness;

e Quality initiatives and certifications ;

e Technology, infrastructure stability and applications;

e Security and audit controls;

® Legal and regulatory compliance, including any outstanding complaints or litigation.

Use of subcontractors:

¢ Insurance;

e Disaster recovery, security and business policies continuity.

Step 5 ( Optional) ;: Test project

Some companies can even conduct test projects to ensure a good fit between the
company and the vendor. These tests allow companies to review the vendor’s project
management process for efficiency and effectiveness. Specifically, they look at whether
project execution is completed within guidelines, whether deliverables are timely and whether
the vendor has adhered to defined quality standards. Tests serve as a good method for
companies to check and review the facts before making a final vendor decision. Test projects
also let companies experience the benefits of outsourcing before jumping into a long-term
relationship. Often, companies will conduct a “ proof of concept” (POC) with a couple of
vendors to compare results and, after evaluation, choose the best one. A good method to
select the best vendor is by taking the top two vendors from the RFP process and having them
complete the same test project. This will demonstrate their project management capabilities,
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communication style, and ability to meet deadlines for deliverables. Many companies are
using POCs as test beds before offshoring larger projects.

Step 6. Choose the vendor

Eventually, the most important step in the process of selection is picking a service
provider to manage business processes and applications. Making the final decision means
signing a contract that clearly defines the performance measures, team size, team members,

pricing policies, business continuity plans and overall quality of work standards.

Conclusion

In a word, remember that outsourcing is a long-term relationship, and choosing the right
vendor is crucial to meet your technology, business and financial objectives. If you base your
decision on the steps above, you will eliminate the risks of engaging in a wrongly-selected

affiliation that can not only fail to improve your business, but also even do harm.

Notes
1. offshore adj. L, @kEe, BAH
2. ramp up VL. /vi.  Jmig; ek
3. approx adv. (approximately ) X #4, k%
4. consultant n. B, HREEELE, &L EAL
5. well-established  adj. CAKFRLH,; FELE; TR, REFHY
6. methodology n. (MNFE—FHeh)—F5%, RA
7. end up with Bhoeeess RS
8. executive adj. KATHY, PATHY, ATHE

n. PATH, BRIEAR

9. formulate vt MR E, AR Ak ik
10. define v. WR(FH) R (RAR) ;HE, ik
11. validate vt WEE; AR, BiE
12. oppose to Boaf; Koo ST L st bt
13. spell out Phih, i M9
14. criteria n. (criterion 8 5L 4&) (Hif F|Wia9) 474, D R B

15. eliminate vt. W, HERR; Ak



16.
17.
18.
19.
20.
21.
22
23.
24.
25.
26.
27.
28.
29.
30.
31.

32.

complementary
articulate
sole

scenario
invalidate
profile
infrastructure
subcontractor
adhere to
deadline
continuity
affiliation
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adj. FAbey, A8 FEAMRY

A Vg R 8

adj. ke, E—o; HE, mbe), oRLEY
n. FE, BE; (AT EANHEAN) ML, 20
vt. & 3 ; AR

SN Bk ML HR

iRk, XahsiM, iR

Hoa#, AAkbE

W, R B

G IR

HEECH), #F4&(H)

; WENM, RENH, 228, 242, 55

= R 8B

R

business climate 7 3k 5,4, Sk F 4%, BH ARG
financial statement C. ¥ X &M FHE, WH2H
quality initiatives 3% 4R %

leverage n.

(1) () AArtE A, Bired A&, RS
We'll have to use leverage to move this huge rock.
BNMABFRBB NI N RBHRXREE,

(2) HE, Ym, ¥M
He has some leverage over the politician. 43t iX 45 B F A & F ",

(3) #fka ¥,

ALAEAE A (A i M BUK 865 3 7))

brake leverage #|hAAF Kk, i H A
commercial leverage # ik L#AY F&
financial leverage ™ 44474k A

phase

...... &

(1) ve. BBt R K4 ]
The modernization of the industry was phased over at 20-year period.

I RARAL 20 F&25 L,

(2) n. BrE&

The child is going through a difficult phase. #}3%-F iE4 5 & B 38 ME .
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4A Ekercises
[ ]

I. Fill in the blanks with the words or expressions given below, and change their
forms where necessary.

f‘\m%%%%mmwm%%%%%%%%%

offshore well-established executive eliminate profile
g continuity phase formulate complementary deadline g
%mmmmmmmmmmm%%mmmw\%\%\%vmm%-/A/-V\/-/\/-/\/-/\/-/\/-/\/.-f\/-/\ﬁ
1. Our team was in the first round.
2. The has been making decisions about the future of the company.
3. The newspaper publishes a of a leading sportsman every week.
4. His money is in an island bank.
5. April 15 is the for filling individual income-tax returns.
6. There is no among the three parts of the book.
7. He took care to his reply very clearly.
8. These two aims are not always mutually ; at times they conflict.
9. It was a very important of history.
10. This company is and reliable.

. Translate the following sentences into English with the words given.

. RITABE S, B a2 KR . (end up with)

. ARFAI L E A A FEIE T, 65 6 000 MR HEXK . (well-established )
- AL T U B T A A BOE B XS S BOR o (spell out)

. BREATRX FRERXARE. (oppose to)

- MR FRTE S F AT UG . (adhere to)

W H W N =

ll. Translate the following sentences into Chinese.

1. The team should consist of individuals from various parts of the company, such as
executives from affected business departments, legal staff and human resources
responsible.

2. As opposed to a highly specific, formal Request for Proposal ( RFP) , the RFI encourages



