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Abstract

On a global scale, spending on outsourced business services has grown in the last two
decades. Outsourcing is a key business practice among U.S. organizations as resources are
provided at a lesser cost than available within the U.S. or North America. Over the last ten
years, U.S. organizations have outsourced more than 2.4 million U.S. jobs, including twelve
percent of call center jobs. These jobs typically are related to back office activities that includes,
but is not limited to, sales, technical support, account support, customer communication and
collections.

It is a well-known statistic that 70 percent of all organizational changes fail which means
that organizations have invested finances and resources into a losing proposition. More often
than not, organizations lack the knowledge and resources to implement an outsourcing strategic
decision. During the decision-making process, many questions arise: Do the activities go to an
onshore or offshore partner? What are the advantages and disadvantages of outsourcing U. S.
back office activities? What are the risks and benefits to outsourcing? What is the process to
transition the work to the outsourcing partner? How to assess the organization’s readiness for
change?

Through a review of current research literature on specific topic areas related to
outsourcing, as well as the provision of various tools and templates to consider in an outsourcing
strategic decision, this paper will attempt to impart valuable knowledge and perspectives. As
such, this paper will provide organizational leadership the opportunity to gain a strategic and

competitive advantage in today’s global business environment.
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Introduction
A. Statement of Problem

According to A Brief History of Outsourcing (Handfield, 2006), in the 1970s and
1980s, organizations realized the need to become more flexible and creative to remain
competitive. As such, a new business strategy of focusing on the core business functions
was developed and organizations began to identify critical processes from non-critical
processes. In other words, organizations identified functions to focus on that provided a
maximum financial return. Any function that did not have a direct effect on the
organization’s bottom line, or were identified as functions that others could perform
better and more cost effectively, were to be considered ideal activities to outsource.

Identifying critical functions that pertain to the core business led organizations to
consider outsourcing the non-core functions. Some of the reasons identified for this new
strategy are: reduction and control of operating costs; access to global capabilities;
concentrate internal skills and resources to core functions; insufficient available resources
internally; and sharing risks with a partner organization. As organizations often prescribe
to cost reduction and control strategies, and with labor costs being a significant portion of
any U.S. organization budget, it makes sense to consider outsourcing customer service
functions. These non-core, non-revenue producing functions can be provided at lower
cost with an outsourced/offshore partner that has expertise in the activities than hosting
these services within North America.

One industry sector that commonly outsources activities are call centers. Call
centers, also referred to as contact centers, are the primary channel for businesses to

deliver customer-focused services. Gaille (2017) states in his blog that over the last ten
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years, U.S. organizations have outsourced more than 2.4 million jobs including twelve
percent of call center jobs. These jobs typically are related to back office activities that
includes, but is not limited to, sales, technical support, account support, customer
communication and collections.

When considering a shift of strategy to outsourcing, an organization must
thoroughly assess their current state of affairs, readiness for change, risks to the core
business, as well as the advantages and disadvantages of this strategy; develop a
communication plan for internal and external shareholders; map out the transfer of
functions; and implement the project plan for the outsourced functions. Without a solid
organizational change plan in place prior to moving forward with the outsourcing
strategy, a successful transition will not come to fruition.

B. Intent of the Paper

With the ever-increasing competitiveness of a global marketplace, many
organizations grapple with the strategic decision of whether or not to outsource activities.
During the decision-making process, many questions arise: Do the activities go to an
onshore or offshore partner? What are the advantages and disadvantages of outsourcing
U. S. customer service activities? What are the risks and benefits to outsourcing? How
do you transfer activities to an outsourcing partner? Is the organization ready for change?

This paper will focus on the U.S. Call Center industry, specifically customer
service activities. For those organizations wanting to explore the possibility of
outsourcing their customer service activities, this paper will provide the reader with
background on outsourcing; the significance and implications to the organization related

to outsourcing; research of scholarly articles as it relates to the strategy development,
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benefits and impacts, assessments and risks and advantages/disadvantages of outsourcing.

Ultimately, this paper will provide the reader with various change management tools and

templates to assist towards this endeavor.
1. Purpose of the Research

The primary purpose of this research is to provide organizations exploring the strategic
decision to outsource call center activities with the tools and templates needed to assess the
opportunities and acknowledge the challenges of such an endeavor. The change management
toolkit will begin with information on how to initiate a sound strategic decision-making process
followed with tools to assess benefits and risks followed by various templates to enable this
project. Ifitis determined that outsourcing is indeed strategically sound and beneficial to the
organization, the secondary purpose would be to provide the tools and templates to develop a
change plan, and subsequent implementation plan, to successfully achieve organizational
transformation.

It needs to be addressed that, as part of the call center outsourcing strategy, there are
several topics related to outsourcing such as assessing the costs to the organization to outsource;
the selection, negotiation and contracting with the outsourced partner; managing the partner; and
enforcing contractual obligations for contracted services that will not be included in this
research. These topics are separate from the change management tools that will be provided in
this paper.

Call centers, according to Govender (2016), can be defined as a place that provides
customers with a single point of contact to get help, solve queries, complaints and concerns. As
call centers are the face of the organization to the customer, its effectiveness and efficient

operation is a key element for success of the organization. Organizations typically begin with
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call center activities internally (or in-sourced) and, as cost reduction strategies are pursued, look
to outsource call center activities due to the high cost of labor. Labor costs represent the largest
percentage of an organization’s budget — up to 70.2 percent of total business costs including
wages, benefits, payroll and other taxes according to the Department of Labor’s March, 2020,
report. As cost reduction strategies are pursued, it is easy to understand why labor is targeted
and outsourcing becomes more appealing.
A. History of Call Centers
On March 10, 1876, Alexander Graham Bell made the first phone call after being
granted a patent for the telephone. In the mid-1950s, computer-based systems replaced
the manual process of routing calls and enabled the very first call centers. In 1957, Time
Inc. founded the first call center established to increase LIFE magazine subscriptions
(DAlleva, 2015). From here, a computer that would dial numbers using tones instead of
rotary dial was introduced in 1962 paving the road for the Interactive VVoice Response
(IVR) prevalent in today’s call center environments to manage customer service. It was
not until 1983 that the term ‘call center’ appeared in Data Communications publication.
With the advent of the Internet and global access in the 1990s, call centers
became necessary to manage customer service and technical issues, while organizations
created websites that were used as the primary point of contact for sales and help desk
support. Today, the call center has now become a contact center as more channels for
customer interactions are available through emails, chat sessions and social media outlets.

Call centers have become indispensable for millions of businesses around the globe.
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B. U.S. Call Center Operations

Over the last fifteen years, call center operations have become an inevitable part
of the global business environment. The importance of customer relationships has
expanded as the global economy has grown making call centers an important business
tool for customer service and marketing efforts. Call centers provide a communication
channel between organizations and their customers which will have direct effect on the
organization’s reputation. While all of this is true, call centers are also known as cost
centers — the addition of cost to operate with no direct impact on the organizational profit.

Fleischer (2006) notes that employee compensation is the greatest call center
expense regardless if the center is located within the U.S. or offshore. Within the U.S.,
the BizCosts study that Fleischer mentions states that employee benefits add 38% to a
call center agent’s annual compensation in the U.S. This benefit compensation is directly
related to the U.S. agent’s cost for healthcare. To clarify, the May, 2019, U.S. Bureau of
Labor Statistics lists a customer service representatives mean annual wage to be $37,320;
add the additional 38% for benefits which equates to $14,182 — total annual
compensation for a U.S. customer service representative is $51,502. Contrast this with
the $247,063 INR ($3260 USD) annual salary for a customer service representative in
India and it becomes clear why more organizations are seeking to transition customer
service activities to outsourced and offshored partners.

Consider a U.S. organization that employs 130 customer service representatives at
their call center. Using the above statistics, compensation for their employees’ would

cost the organization $6.695M annually. Add to that the cost of building space,
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equipment, performance management activities, training time and various other overhead
costs, it is understandable why this strategic direction is appealing to the leadership.

However, costs for these activities are only one part of the equation. It is
necessary to understand the other benefits of outsourcing such as the ability to redirect
internal resources to core competencies, access to significant skill sets and increased
efficiency and agility to name a few. With benefits, there are also risks and
disadvantages to outsourcing -- the cost for the change in customer service quality,
potential increase in customer dissatisfaction, as well as risking a decrease in market
share to competition.

Hargens (2014) echoes the sentiment that the main goal of a call center is to
ensure customer satisfaction. With the increased complexity of the calls being handled
via the phone and chat rooms, outsourcing to offshore partners may actually be
contributing to a growing dissatisfaction amongst U.S. customers. Technological
innovation has contributed to customer dissatisfaction with offshore customer service
representatives as simple tasks have become automated. These innovations require
customer service representatives to possess higher skill levels than originally required.

C. The Big Business of Outsourcing

In 1989, outsourcing was first recognized as a viable business strategy undertaken
as a cost-cutting measure. Outsourcing, as Twin (2020) defines it for Investopedia, is the
business practice of hiring a third party to perform services or create goods that
traditionally were performed in-house. This third party specializes in the particular
business function(s) providing effective and efficient services at a lesser cost than can be

performed in-house. Where outsourcing differs from subcontracting is that it entails a
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substantial restructuring of the business functions often including the transfer of
processes from the client organization to specialists in the third party with the
competency requirements. This transfer of functions can improve productivity leading to
faster turn-around times, increased competitiveness and the cutting of overall operational
costs.

The Deloitte’s 2016 Global Outsourcing Survey provides an overview of the top
reasons organizations invest in the strategic transformation to include outsourcing of
services and/or functions. As noted in Figure 1, cost cutting is the number one reason for
outsourcing with focus being transferred to core business components running closely
behind. It is the belief that through outsourcing of non-core, non-revenue generating
functions, businesses can align their resources to be more directly related to the core
business functions while reducing labor costs, improving competitiveness and retaining

necessary talents.
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Figure 1

Reasons for Outsourcing

Cost CuttingTool

Enables Focus on Core Business

Solves Capacity Issues

Critical to Business Needs

Access to Intellectual Capital

Transformational Change 17%

Adapted from: Deloitte’s 2016 Global Outsourcing Survey

Within the U.S. in the last decade, Americans have been calling for the return of
jobs from overseas third-parties. This plea has fallen on deaf ears as outsourcing
continues to be a major business practice among U.S. organizations as resources are
provided at a lesser cost than available in North America. In Figure 2 below, Statista
(2020) provides the total contract value for the last twenty years for U.S. outsourcing
market. In 2019, as Statista reports, the global traditional outsourcing industry generated
92.5 hillion U.S. dollars in revenue. Given the significant increase since 2017, the

outsourcing industry can be referred to as big business and globally important.
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Figure 2

Total Contract Value of U.S. Outsourcing Market
2000-2019

5.6
37 37.5 37.2

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019
Adapted from: Statista (2020)

Billions (USD)

Globally, spending on outsourced services has grown in the last two decades as
shown in Figure 3 (Krosse, 2019). In 2000, U.S. organizations spent $45.6 billion to
outsource business functions which has increased to $86.6 billion on 2018. The growth
in U.S. organizational spending on outsourcing has increased and has benefited countries

around the world.
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Figure 3

Outsourced Spending (Billions)

4991 $104.6
$87.5 682.9 $88.9
$45.6

2000 2008 2012 2013 2014 2015 2018

Adapted from: Krosse (2019)

The business processing outsourcing (BPO) industry has grown to meet the U.S.
business needs to move non-core functions from their high cost internal operations to the
third party vendors. The U.S. is contributing to the success of many BPO organizations
with services provided in countries such as India, Philippines and Central America. One
such organization, Accenture, has corporate headquarters in Dublin, Ireland, with 331
office locations in 53 countries. In 2017, Accenture’s total revenues earned due to
outsourcing totaled $19 billion resulting in a net global income of more than $4.85 billion
(Gaille, 2020). A lucrative industry meeting the needs of U.S. organizations.

Significance and Implications of Organizational Change

Heraclitus (~500 BCE), a Greek philosopher, has been credited with the statement
that change is the only constant in life. With the advancement in technology, organizations
are no longer limited to where they have physical assets and resources such as offices,

people, manufacturing facilities, etc. With no borders, organizations have a world of
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opportunities (and challenges) if they are willing to change -- willing to adapt quickly to the
ever-changing marketplace.

Nordgvist (2010) defines organizational change as a process in which an organization
changes its operational methods, structure, strategies or technologies and the effects these
changes have on the organization. Organizational change tends to occur as a result of
internal or external pressures. In most cases with organizations that have longevity,
organizational change has been directly related to the external pressures to remain
competitive in the marketplace, the strategic direction to diversify globally and internal
pressures from shareholder influence for return on their investment.

In their 2000 Harvard Business Review article, Beer and Nohria point out the brutal
fact that 70 percent of all change initiatives fail. They explain that this is true whether the
change involves new technology, downsizing, rightsizing, restructuring or attempts to change
corporate culture. Yet, organizational change must be constant to remain competitive;
ongoing risks must be identified and mitigated; technology advances must be embraced; and
innovation must be applauded. Without change, organizations will become stagnant and
static — in other words, unchanging or unwilling to or unable to change.

Organizational change must be delivered from the highest levels within the
organization — leaders must challenge themselves to change, embrace the change and model
behaviors they seek in others to contribute to a successful change initiative. Too often
organizations have announced their intent to change, instituted planning meetings and created
new organizational charts. These efforts became a charade as behaviors did not change and
change did not come to fruition. This lack of credible change leaves the stakeholders cynical

when future change initiatives are announced. Tobias (2015) notes that the price of failed
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change increases the cost and risk on the next change initiative and the predictability that it
too will fail.

Strategic decision-making is the initial marker as to whether the organizational
change will be successful. Parayitam and Papenhausen (2018) assert that top leaders are
entrusted with the responsibility of making the strategic decisions that provide the
organization’s direction. The strategic decision-making process requires collective thinking
as to long term goals, risk/market analysis and stakeholder change assessments.

An important part of any strategic decision-making process is the inclusion of
strategic analysis. Papulova and Gazova (2015) reiterate that business environments are
constantly changing and more dynamic than in previous decades. This ongoing atmosphere
of change makes it difficult for leaders to monitor, research and predict requiring new skills
and approaches to strategic decision-making. Integrating strategic analysis into the decision-
making process will provide the new skills and approaches required.

Strategic analysis is primarily focused on key critical factors that cause change. It
examines the past, present and future and anticipates the changes in the future environment.
This additional knowledge will lend quantitative research to embrace or mitigate the impact
the decisions made will have on the future of the organization. Leaders must consciously
challenge the past in order to make way for the future; analyze the strengths and weaknesses,

opportunities and threats and invest with confidence in the future.
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Literature Review
A Strategic Decision-Making Process

Globalization and the technological innovations that have advanced borderless
commerce requires organizations to constantly and consistently reinvent themselves.
Organizations must be flexible in order to respond rapidly to competition and markets.
Achieving the strategic goals of any organization in a complex and volatile environment
requires leadership to make faster decisions, as well as change them fast. Understanding and
utilizing a strategic decision-making model has shown to be beneficial (Negulescu, 2014).

Strategic decisions are the responsibility of top management, reflects the interaction
between the organization and its environment and illustrates how the organization manages
that relationship (Elbanna, 2006). These decisions deal with the survival and livelihood of
the organization and typically involves a large portion of the organization’s resources. These
are decisions that are outside of the normal functioning of the organization and require a
higher level of decision-making, taking into account the various influences — political, social,
technological, environmental and governmental.

Strategy is often confused with operational efficiency where cost-cutting and
optimization of day-to-day processes are the focus; both are essential to achieve
organizational performance. Strategy resides in value creation — increasing customer value
beyond cost (Frery, 2006). Organizations must deliver greater value to their customers or
create comparable value at a lower cost, or provide both (Porter, 1996). Strategy must
balance between the extremes of shareholder value and customer satisfaction, as well as,

profit maximization and corporate social responsibility.
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Strategic decision-making research has been divided into two categories: content
research and process research. Content research focuses on strategies that encompass
financial matters such as diversification, portfolio management, mergers and the alignment of
strategies to environmental characteristics. Content research provides rules and guidelines as
to which type of strategy leads to the best performance for various types of organizations in
various competitive situations (Schwenk, 1995).

Juxtaposed to content research is process research. Process research focuses on how
a strategic decision is made, implemented and the factors that affect it (Elbanna, 2006).
These two categories are not alternatives to each other, rather they are complementary to
each other. Both methods — singularly or in combination -- provide a means towards
achieving a decision. A decision tends to involve three basic steps: 1) recognizing a need;
2) making a decision to resolve the need; and 3) a commitment to implement the decision
(Ahmed, Bwisa, Otieno, & Karanja, 2014).

Strategy includes choices of what not to do which is as important as what to do
(Porter, 1996). Organizational leadership must make the decisions as to what is the unique
position of the organization, what customer groups to target, what are the core business
functions, what resources are necessary, how to communicate the strategy to stakeholders,
what trade-offs will be made, does the right talent exist, etc.

The strategic decision-making process is unique to each organization based on
structure of the organization and tends to follow Mintzberg, Raisinghani, and Theoret’s early
attempt in 1976 to model strategic decision making (Schwenk, 1995). This early model

consisted of three phases: identification, development, and selection. From this early
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attempt, multiple decision models have been developed to improve the process, as well as
integrate the need for iteration.

Mintzberg went on to refine his early attempt and, in 1987, wrote about the 5 Ps of
Strategy which is a model to help develop strategy through examining it from five
perspectives (Mind Tools, 2009). The five perspectives — plan, ploy, pattern, position and
perspective -- are illustrated in Figure 4 below:

Figure 4

Mintzberg's 5Ps of Strategy

Mintzberg's 5Ps of Strategy
Development of strategy in advance

with a purpose.

One of the ways to outsmart the
competition such as buying patents
so competitor cannot launch arival
product

Influence of the organizational
culture and collective thinking on the
strategic decision making within the

company

5P's Of
Strategy

o=

om A4
Pattern Successful aspects of the past can lead to
success in the future.

The way organization relates to its competitive
environment and what it can do to make it a
unique in the marketplace.

Source: Slidesalad.com (2020)

These five perspectives are not necessarily the process of strategic decision-making,
rather they provide viewpoints to be considered in the development of strategy. Use of these
perspectives in gathering information and conducting analysis aides in ensuring that relevant
information has been considered, practical and realistic. And, finally, these perspectives help
to identify inconsistencies and ideas that may not have been fully considered (Mind Tools,

2009). These are an important preamble to the strategic decision-making process.
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The strategic decision making process is a continuous process and is non-linear — it is
circular. This means that problems are identified, evaluated and analyzed to generate
options. Options are then evaluated and analyzed to arrive at a decision at which time
implementation occurs. The final stage is making improvements based on feedback from the
previous cycle of the process. Choosing the right decision making model for the
organization based on how well the variables are understood will determine success,
prediction of the range of possible outcomes and whether the relevant information is
centralized (Courtney, Lovallo & Clarke, 2013).

B. Strategic Analysis in decision making

There are many definitions of what constitutes a decision. Some say it is an
irrevocable allocation of resources (Parnell, 2013); others that it is a course of action chosen
from a set of alternatives to achieve organizational or managerial objectives or goals (Juneja,
2019); while others say that a decision cannot be made unless clear specifications as to what
the decision has to accomplish is determined (Drucker, 1967). There does not seem to be a
wrong definition of decision — rather what is the context for which a decision needs to be
made.

Organizations, as stated previously, must be ever-changing and quick to make
decisions in this fast-paced, dynamic global economy. The discipline of strategic analysis
lends itself as a value tool to be used when determining if the action of the decision is
feasible and whether the decision can be accomplished successfully. Decision analysis
provides effective methods to analyze possible actions, possible outcomes, likelihood of

outcomes, as well as cost and benefits from the various outcomes (Parnell, 2013).
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Strategic analysis provides strategic decision-making with the important information
about environmental trends, innovations, culture and legislation changes. It will also reveal
possible opportunities and threats that need to be consider (Papulova and Gazova, 2015).
Strategic decision-making needs to be based on anticipated changes in the environment, both
internally and externally, to be timely and effective in the future.

Strategic analysis plays an important role in strategic decision-making. Utilizing the
various analysis tools available will enhance the strategic decision-making process and
provide organizations with more insight to make decisions that manage the resource
allocation, achieve organizational objectives and goals and successfully transform the
organization to continue to change to meet the dynamics of globalization.

C. Strategic Outsourcing

Outsourcing is an approach to maintaining or developing a competitive advantage.
There are two strategic ways in which to focus the development of a competitive advantage:
1) concentrate resources and investments on the organization’s core competencies — those
functions and/or activities that the organization does best; and 2) outsource all of the non-
core activities that the organization has no strategic need nor a special capability to perform
(Jafarnejad et al., 2013). This allows an organization to maximize the return on investment
of their internal resources and is an effective way to reduce costs, have capital availability
and improve quality and service.

Outsourcing has been aggressively used to gain efficiencies and core competencies to
stay ahead of rivals (Porter, 1996). Basically, outsourcing is a redefinition of the corporation

around its core competencies and long-term outside relationships which are identified with



U.S. CALL CENTER OUTSOURCING STRATEGY 24

two objectives: 1) bring the greatest value to the end customer; and 2) to ensure the highest
level of productivity for the corporation itself. (Brown & Wilson, 2005b).

Strategic outsourcing’s purpose is to gain greater dollar value. This is gained through
business partner relationships, an integrated scope of services and the length of the new
relationship. Strategic outsourcing relationships are about building long-term value with
business partners that provide best-in-class services that is of mutual benefit (Brown &
Wilson, 2005b).

The decision to outsource cannot occur until the organization deconstructs its
activities to determine which activities are unrelated to the core competencies. The
codification and standardization of non-core activities, along with services being stored and
transmitted electronically, provide organizations with the identification of services and
processes that may provide greater value if outsourced (Contractor et al., 2011).

I.  To Outsource or Insource

Most businesses, early in their life cycles, insource their business
activities. Insourcing, by definition, is the process of using internal resources and
personnel to accomplish a task. As the organization matures, limitations are
realized with regard to various resources: labor, services, materials and logistics
to name a few (Contractor et al., 2011). In order to mitigate the limitations,
organizations look for these resources externally — this is the act of outsourcing.

It is clear that some organizations prefer a strategic balance of insourcing
and outsourcing as it optimizes performance, secures resources and minimizes
risks. Organizations contribute the combination of the two to more control over

their organizational structure, processes and performance. This control is their
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attempt to mitigate risk, which means that the business does not become entirely
dependent on the skills and stability of a third party (Gold, 2017).

Recent trends at building a combination of outsourced and insourced
business activities is that outsourced functions mainly take advantage of the cost
savings due to the standardization of processes. In conjunction, insourced (or
onshore) representation helps in downplaying negative perceptions of the lack of
expertise and an unstable work environment in low-cost outsourced (or offshore)
vendors (Banerjee & Williams, 2009).

The decision to outsource or insource business activities is a balancing act
between the potential benefits of outsourcing with the potential costs of
insourcing to determine the proportion that will best achieve the organization’s
objectives (Contractor et al., 2011). Figure 5 depicts this balancing act:

Figure 5

Balancing Outsouring and Insourcing Benefits and Costs

Possible costs to outsourcing:

= Loss of activity control
Possible costs to insourcing: > Reporting/accounting issues
= Unable to complete with firms that > Employee lack of engagement
outsource

= Increased labor costs relative to

ouftsourcing competition ‘

. 4
*

t Possible benefits of outsourcing:

= Reduces costs of activities
Possible benefits of insourcing:

= Reduced risk in operations

. - . -
> Control production activitiy Greater diversification of activities
= Woarkforce loyalty

However, one primary difference between the motivation to insource and

motivation to outsource is that outsourcing is typically seen as a more proactive,
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strategic decision with insourcing being more reactionary to a perceived or
realized outsourcing failure (Hartman et al., 2017).
ii. Factors to Consider in Outsourcing

The goal of the decision-making process of whether to outsource or
insource business activities is to maximize performance while minimizing the
transaction costs. The primary focus is on optimizing the effort, resources, or
costs necessary for two parties to complete an exchange (Hartman et al., 2017).
As such, this goal provides a rational means toward examining any decision
related to the terms of outsourcing or insourcing.

A common refrain heard in the industry is that outsourcing will continue
to remain primarily a back office support function as it has a long way to traverse
before vendors are fully equipped with the business knowledge to add value to the
decision making process (Banerjee & Williams, 2009). Depending on the types
of business activities under consideration, outsourcing increases the probability of
events that will degrade normal business operations. The sharing of critical
organizational information may create an undesirable dependence on the third
party. This is one element in which organizations may limit their outsourcing to
non-core activities in order to prevent the loss of core competencies to a third
party who might knowingly steal intellectual property (Hartman et al., 2017).

The complexity of the business activity may dictate the ability to
outsource. When a business activity requires multiple iterative transactions across
functional teams, they are less amenable for outsourcing. With longevity and

familiarity with the outsourced managerial personnel, as well as improved
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communication channels, some of these physical parameters that provide
constraints in outsourcing processes may be mitigated over time (Banerjee &
Williams, 2009).

As the global market place is ever-changing, so to must be the decisions as
to the business activities. Recognizing that no decision is permanent will require
the organization to deliberately and continuously assess costs, organizational
capabilities and the external environment. To this end, consideration must be
given to changes in the organization’s needs for new expertise or skills (Hartman
etal., 2017).

iii. Value-Added Outsourcing

Organizations make sourcing decisions that best position the business to
minimize cost, improve quality and increase productivity and performance
(Hartman et al., 2017). Activities, such as basic voice and data transactions,
create value as determined by the speed of delivery at the lowest possible cost,
often at the cost to quality (Banerjee & Williams, 2009). These basic business
activities are not value-added services, rather processes that are iterative and
easily standardized for outsourcing purposes.

As the practice of outsourcing has matured over time, organizations seek
to increase value from their business relationships with outsourcing partners.
Banerjee and Williams (2009) define value-added outsourced functions as:

e Processes that are considered critical for making business impact as

measured by its direct impact on profits;
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e Processes that competitors cannot entirely replicate which provides the
organization some competitive advantage;
e Processes that involves a transfer cost which is considered to include a
premium significantly higher than a cost-driven process; and
e The outsourcing vendor(s) are able to replicate the operations of the
processes.
D. Establish Business Objectives
Understanding the organizational goals and how outsourcing can help meet those
goals is key to successful outsourcing. Further, knowing the objectives as to what the
organization wants to achieve and how to identify when those goals have been achieved
determines how the project will be structured, what functions to outsource, how to evaluate
the business processing operation and what type of relationship to have with the service
provider (Kavanagh, 2004). There are three fundamental mistakes organizations make in the
decision-making process to outsource non-core business activities: 1) failure to evaluate
which processes to outsource and which processes to keep in-house; 2) failure to assess and
perform risk analysis in the decision to outsource; and 3) failure to realize there is a
continuum of options available (Aron & Singh, 2005). Establishing business objectives in
the decision-making process as to whether or not to outsource requires organizations to be
mindful of these fundamental mistakes.
A recommendation as to several business objectives would be to first establish a
standard methodology for distinguishing what are core processes that must remain within
organizational control, what critical processes may be purchased from best-in-class vendors

and routine processes that are easily transferrable (Aron & Singh, 2005).
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Secondly, organizations must perform a risk assessment and establish means to
mitigate risks should they arise, as well as contractually protect the organization when
entering into an agreement with the third party. The operational risk profile is dynamic and
changes with factors that include the organization’s strategic goals, the business functions
and processes, as well as the organizational structure itself. To achieve successful risk
management, it is important to be able to see where and how changes to the risk profile are
happening (Loader, 2006).

And lastly, consider all the available options as stand-alone options or as a
combination of options that will best meet the overall organizational strategic direction.
Determining the correct approach to outsourcing will lead towards its success. According to
Kavanagh (2004) there are various approaches:

e Selective — specific functions are outsourced

e Tactical — short-term functions applied to specific projects

e Strategic — longer-term relationship in which both parties invest in a
partnership relationship

e Transitional — implemented for major organizational changes such as
infrastructure

e Business Process Outsourcing (BPO) — the entire business process such as IT,
financial, human resources, etc.

e Joint Venture — with supplier and its management team

e Benefit-based — both parties invest in IT service and share the benefits and
risks

e Offshore outsourcing — business function is transferred overseas
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As stated previously, most often the primary reason for outsourcing is the cost
savings, so control of the outsourcing costs must remain as a focus. In order to maximize
savings, the control of costs, as well as the reduction of in-house workforce and physical
assets commensurate with the outsourcing strategy is needed (Banerjee & Williams, 2009).
Too often organizations are focused only on the analyses of cost/benefit, direct cost and cost
savings. This narrow-focus will ultimately lead the organization into bad decisions, failure to
ensure protections contractually, loss of market share, as well as employee and customer
dissatisfaction.

E. The Organizational Benefits to Outsourcing

Benefits of outsourcing are numerous and unique to each individual organization.
Brown and Wilson (2005b) provide the following list of some, not all, of the benefits
organizations may realize:

e Increased sales opportunities

Public relations and corporate image improvement

o Fewer missed opportunities

Reduction of annual costs realized quickly

° Focus on core competencies

Lower costs on projects/events

Free up valuable resources
e Increase market share
A significant benefit of outsourcing is economic efficiency. A committed and
professional service provider will have skilled employees and keep its sites and hardware up

to date in terms of regulations and technology (Gold, 2017). An organization’s customers
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may benefit from the outsourcing relationship as the organization may be able to provide
their customers with access to expertise or experience that the firm does not have (Hartman
etal., 2017). In addition, long term strategic partnerships will continuously add experience
and know-how to both parties, which is a crucial benefit when navigating in an increasingly
challenging market setting (Gold, 2017).

F. The Organizational Impact to Outsourcing

There are several studies providing insight into the impact outsourcing have on
organizations. Half the organizations that shifted processes offshore failed to generate the
financial benefits they expected, faced employee resistance and customer dissatisfaction
(Aron & Singh, 2005). The impact of outsourcing on the global economy primarily is on the
dimension of job loss in more affluent economies (Banerjee & Williams, 2009). Outsourcing
may create situations where organizations no longer have the ability to recognize
technological breakthroughs that could lead to improvements in core competencies or
competitive advantages (Hartman et al., 2017).

Processes not previously outsourced may become targets for future outsourcing,
further impacting the firm’s ability to distribute overhead costs or meet other intra-firm
objectives (Gilley and Rasheed, 2000). Costs savings associated with outsourcing production
may be offset against increased transaction and logistics costs, or customer service
consequences (Hartman, 2013).

More specifically, upon assessment of outsourcing opportunities previously
undertaken, Banerjee and Williams (2009) identified several areas where outsourcing had a
significant impact on both the client organization and service provider operational aspects.

These areas include:
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Tasks being delegated to service provider without sufficient explanation of
relevance.

Brainstorming sessions conducted at client location without inclusion of
service provider staff.

Time difference between client and service provider when located overseas
complicates communication.

Informal relationship building is lacking due to distance between parties.
Cultural ignorance and insensitivity primarily from client staff to service
provider staff.

Language barriers, including dialects and accents, makes communication
difficult.

Loss of U.S. jobs to low cost overseas populations.

Client reluctant to provide service provider with functions that provide more
value-added functions than back office processing.

High turnover at service provider destroys productivity and economic gains.

G. Importance of Contracting

Outsourcing call center operations continues to grow as more organizations assess

opportunities to reduce costs. Some organizations outsource their entire call center

operations while others are hesitant due to the importance of customer contact. There are

many options available to call centers including insourcing to shared services or co-sourcing

where some calls are kept in-house and others are outsourced (Aksin et al., 2008).

Regardless of what options and/or alternatives are strategically decided, the outsourcing

contract is of utmost importance.
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An important managerial choice in outsourcing is that of the outsourcing contract and
is categorized as either fixed price or variable price (Mani, et al., 2013). The contract
becomes a proxy for the uncertainty in business requirements and the complexity of
coordination between the organization and service provider. A fixed price contract is
indicative of a relatively stable business environment and simple coordination requirements,
whereas a variable price contract indicates a higher level of business uncertainty and more
complexity in coordination (Mani, et al., 2013). There is some opportunity in contracting to
move a large budget item to a fixed cost for services over a set period of time. Most service
providers will charge a fixed hourly, weekly or monthly fee making this a win-win situation
as insourcing is a variable cost (Le Jeck, 2016).

In addition to contracting fixed or variable costs, a precise definition of service
requirements and the way in which the vendor’s performance will be measured is necessary
(Beaumont, 2006). If the constraints and scope of work are properly defined in the
outsourcing contract, there is an expectation of a stable level of service. It is worthy of noting
that the stable level of service will only be achieved if the service provider selected has
excess capacity available (Le Jeck, 2016).

Beaumont (2006) provides the basic service level clauses to be included in an
outsourcing contract for a call center. Examples noted below are not all inclusive:

e The service to be provided — the expected number of inbound and/or outbound
calls over a specific time period.
e The client obligations — agreed upon support for vendor management, details

of when and how payment will be made to the vendor and reporting structure.
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The payment per service — whether a fixed service fee or variable and the
parameters upon which payment is based.

e The key performance indicators (KPI)- the methods that will be used to
measure performance, the performance requirements and the applicable
reporting criteria and timelines.

e Computation of penalties and/or bonuses — the methods for calculating
penalties and/or bonuses including formulas used, appeals process for disputes
and how payment or deductions will be made.

e Other clauses that may be applicable as critical processes are transferred and
how contract renegotiations may take place, as well as termination of the
outsourcing contract.

Research suggests that firms benefit from the use of formal outsourcing contracts
with fewer suppliers, particularly long-term contracts with key suppliers that require
information sharing (Hartman, 2013). Contract monitoring for contract-driven indirect
costs is an important area to be considered, particularly in contracts with firms seeking
more formal control in the relationship.

Strategic Decision Making Model
The “6°I’s of Strategic Decision Making” (Jha, 2011) is a comprehensive model that
adapts to any strategic decision-making process and is continuous as represented in Figure 6.

For the organization looking for a strategic decision-making tool, this model is straightforward.
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Figure 6
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Adapted from: Jha (2011)
The explanations of each of the process steps are:
1. Identification of the problem — the problem is identified and the problem
statement is the outcome.
2. Information processing — data gathering is performed and the information is

processed. This is the process step in which strategic assessment is performed

which includes the analysis of internal and external factors, as well as

conducting an appreciative inquiry to arrive at various objectives.
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3. Identification of options — the objectives are analyzed to identify the various
options by which the decision can be accomplished. The focus is to identify
as many options as possible.

4. Isolating a choice — this phase is where the best option is identified. Utilizing
qualitative and quantitative methods and techniques to isolate the best choice.
This phase also provides measurable targets for the strategy or objectives.

5. Implementation — Once the best choice has been identified, this phase
formulates the implementation plan.

6. Improvement via feedback — utilizing the measurable targets formulated in
step 4, gaps and correction actions are identified and implemented. Lessons
learned is another approach that provides great feedback for future projects.

The feedback provided in step 6 of the process leads back into step 1. Eventually, when
the objective is achieved, the strategic decision has been successfully resolved. It is possible to
identify additional problems during the 6 ‘I’ process that would run simultaneously to the
original strategic decision.

VI. Organizational Change Model — McKinsey’s 7S Change Model

Beer and Nohria (2000) present two theories for organizational change: 1) Theory E is
change based on economic value — where shareholder value is the only measure of success; and
2) Theory O is change based on organizational capability — where the goal is to develop
corporate culture and human capability through individual and organizational learning. With a
strategic decision to outsource non-core competencies, economic value is essential while

focusing on core competencies and driving human resources towards those ends. This requires a
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combination of Theory E and O to drive the organization to achieve sustainable competitive
advantage, reaping the rewards of profitability and productivity.

One such organizational change model that would benefit the outsourcing strategic
decision is McKinsey’s 7S Change Model. This change model includes three hard elements in
alignment with Theory E and four soft elements that are in alignment with Theory O as noted.
The advantages of the McKinsey 7S model is that it aligns the processes, systems, people and
values of an organization; it analyzes each element and the relationship between them ensuring
no gaps have been missed; and it identifies how key parts of the organization need to be aligned
to achieve the goals (Athuraliya, 2019).

McKinsey’s 7S Change Model requires an organization to research and benchmark
processes making it a time-consuming process which may be a disadvantage for any organization
wanting to make a quick change. With a strategic decision to outsource that will almost
definitively include organizational restructuring and workforce reduction, this disadvantage may
actually be advantageous towards achieving the objectives successfully.

Additionally, the 7S change model focuses on internal elements of change disregarding
the external forces of influence on organizational performance. It will be imperative that
external influences be addressed in the assessment phase of the project to mitigate any risks,
effect on shareholder value and change readiness.

Finally, the McKinsey model for change requires that senior leadership be available
during the change process, model the expected organizational behaviors and provide ongoing

transparent communication with regard to the project, milestones and cultural changes.
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A McKinsey 7S Framework
The framework for the McKinsey change model is comprised of the seven “S” as
depicted in Figure 7 below. The diagram shows a dotted line between all of the elements
indicating that there is an interconnectedness — one area will have implications for all of
the other areas. As depicted, there is no hierarchy and all areas are the same size
indicating that all areas are of equal importance. With Shared Values being at the center
point of the diagram, the organization’s values are central to all elements.

Figure 7

Adapted from: MindTools (2009)



U.S. CALL CENTER OUTSOURCING STRATEGY 39

B. The Seven Interdependent Elements
The McKinsey 7S framework has withstood the test of time since Tom Peters and
Robert Waterman developed the model in the 1970s. The seven internal elements of the
framework need to be aligned for the organization to improve performance and/or to
manage change in order to be successful. The model categorizes the elements into three

hard elements — strategy, structure and systems (Figure 8a).

Figure 8a
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external chart. allocation.

environment.

From a project management perspective, the strategy hard element coincides with
three of Mintzberg’s 5Ps approach to strategy (See Section IV., A.): perspective, position
and plan. Perspective is the reason why the project is initiated, the overall objective and
defines the concept that guides the project’s experience. Position is the expected
outcomes of the project upon completion. Plan is how the project results will be achieved
and behaviors needed to get there (Spaho, 2014). The hard element of structure can be
modified to include the project team organization in tandem with the organizational

structure.
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Finally, the hard element of systems becomes the planning project and would
include project management phases:
e Analysis of the project process;
e Defining project goals;
e Defining project volume (as applicable);
e Dividing and creating structure for the project activities;
e Creating a network diagram and Gantt chart;
e ldentifying project team roles and responsibilities;
e Creating project budget and estimations;
e Optimizing resources; and
e Performing a risk assessment.
The four soft elements of McKinsey’s 7S framework are less tangible than the
hard elements and are influenced by corporate culture — skills, staff, style and shared

values (Figure 8b).

Figure 8b
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The soft element of shared values becomes the center of the framework as all
other elements must be in alignment. Shared values are the collective value system to the
organizational culture representing the standards and norms, attitudes and beliefs — it is
the organization’s most fundamental building block providing the foundation for the
other six elements (Athuraliya, 2019).

Spaho (2014) deduces that soft elements contribute to the overall project in the
following ways:

e Staff — the recruitment and retention of the necessary human resources to

ensure adequate resources are available for project realization.

e Skills — assessment and understanding the organization’s core competencies
and ensuring the human resources have the needed skill sets and capabilities
for project realization.

e Style —the leadership process needed to influence others that directs the
efforts to reach the specific strategic/project goals. It is the shaping of
organization culturally accepted behaviors, attitudes and characteristics.

C. Applying the McKinsey 7S Model

The strategic decision has been made to outsource and the non-core competencies
have been identified. With this objective, the future state of the organization needs to be
understood when the focus is on the core competencies. Having this future state vision
allows the organization to gauge progress, set targets and celebrate milestones as they are
achieved. Once the future state is known, the current state is documented to show a
comparison. This procedure clarifies what can be leveraged, where the current strengths

lie and where the gaps are that need to be addressed.
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VII.

The first step when using the McKinsey 7S model is to analyze the current
situation of each of the non-core competencies individually to determine if the elements
are aligned with each other. This is best accomplished through analyzing each of the
seven elements with a series of questions as found in Appendix A: Analyzing the
Organization’s Current Situation. This step may or may not confirm whether outsourcing
non-core competencies will provide value to the organization.

Using the data ascertained from step one, senior leadership will determine the
ideal situation for the organization and an action plan can be developed. This action plan
is used to identify areas that need to be realigned to the shared values and how this will
be accomplished (Appendix B: Action Plan Template). With the project team in place,
the plan is now ready to execute.

Lastly, the McKinsey 7S model is dynamic and constantly changing. As a change
in one area will impact other areas (or elements), it is important that the model is
regularly reviewed and action to recalibrate the plan is made as necessary. This model is
beneficial in the successful execution and management of the organizational change.
Change Readiness Tools

Organizational change is vital in today’s growing, highly competitive global business

environments. As previously discussed, change models are needed to ascertain organizations’

effectiveness to modify strategies, processes and structures (Hussain et al., 2018). When a

strategic decision is made to outsource non-core competencies, it typically requires an

organizational change encompassing resources, shareholders, stakeholders and external

environments. Tools to determine the change readiness of these constituents is important

towards achieving successful organizational change.
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In studies that have examined transformational change, often a leader-centric perspective
is the focus. This narrow perspective often has been at the cost of those in lower levels of the
organization whose decision-making and actions likely determine the impact on the overall
effectiveness of the change (Amis & Aissaoui, 2013). This is where the concept of change
readiness provides organizations the opportunity to address the power dynamics more explicitly
involved in the change process.

Assessing an organization’s change readiness is a crucial step in change management and
is best served if performed as an initial step of the change program. Assessing readiness for
change through an examination of the organizational environment that shapes processes is likely
to offer some important insights into how change proceeds (Amis & Aissaoui, 2013). The
dimensions of a change readiness assessment include:

e Change Awareness — the organization’s ability to redefine itself as necessary in response
to environmental opportunities, focusing on emerging trends and planning for the future.

e Change Agility — the organization’s ability to engage constituents in pending change and
quickly shift resources to where they will make the most difference.

e Change Reaction — the organization’s ability to analyze problems, assess risk and manage
employees’ reactions.

e Change Mechanisms — the organization’s ability to encourage goal alignment across
functions and to integrate change into existing systems, maintain results accountability
and influence reward systems to reinforce desired change behaviors (Musselwhite &
Plouffe, 2010).

Providing a clear strategic direction and vision will not produce successful change. How

change is facilitated is the necessary element. To that end, the Prosci ADKAR model is
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beneficial in diagnosing employees’ resistance to change, as well as helping them transition
through the change process. This model is a results-oriented approach that helps focus energy on
the area(s) that will produce the highest probability for success (Prosci Inc, 2019).
The ADKAR model consists of five elements:
1. Awareness of the organizational need for change is a critical component in overcoming
resistance.
2. Desire relates to the employee’s personal motivators or barriers that contribute to their
level of engagement or resistance.
3. Knowledge is addressed only after awareness and desire are built and includes detailed
information and, if necessary, training.
4. Ability is after the employee has gained an intellectual understanding of the change that
practical application is performed through coaching and practice as necessary.
5. Reinforcement is monitoring whether the change is being sustained or circumvented.
When using the ADKAR assessment form found in Appendix C, it is important to
address the first element that has scored a three (3) or lower first. Once this has been addressed
and the employee is willing to move forward, the next lowest scored element is addressed and so
on. While the assessment is provided to the individual employee, the assessments as a whole can
be used to analyze the organization-wide gaps in the change and address accordingly.
VIIl.  Communication Strategy
Complex internal and external environments pressure organizations to adapt and
innovate. The strategic decision to outsource non-core activities tend to result from external and
shareholder pressure to reduce costs and increase return on investment. Organizational

leadership must recognize that the knowledge resides at the bottom of the organizational chart —
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in the minds of the specialists that do the work and direct themselves. Outsourcing customer
service activities from the U.S. to offshore vendors typically includes an organizational
restructuring that leads to a loss of employee engagement and resistance to change. To this end,
how the leadership communicates the changes, what is communicated and how often
communication is imparted needs to be factored into the overall outsourcing plan.

Outsourcing is a significant organizational change and leaders are required to be the ones
who are true in sharing factual information, accept responsibility, avoid deceptive practices and
lead by integrity and authenticity (Bakari et al., 2017). Communication of the vision properly
can be overwhelming and daunting. However, communicating the change efforts, not as in
addition to but rather as a part of day-to-day business activities, is integral to the organization’s
future and success.

Change management communication is the informational component of the overall
change management plan derived after strategic decisions have been determined.
Communication is how stakeholders learn to understand the changes, why changes are needed
and how it will affect them specifically. A communication plan delivers timely messages as to
why there is a need to change and are aligned with change plan milestones ensuring that
stakeholders receive consistent and timely information about what is important to them, as well
as provide a mechanism to share feedback and ask questions.

An accordance with the Association of Change Management Professionals (ACMP)
Standards (2019), the communication strategy includes:

e The defined business rationale for change — what, why, who, how and when
changes are taking place

e Who are the stakeholders and sponsors?



U.S. CALL CENTER OUTSOURCING STRATEGY 46

Identification of the shareholders, shareholder segmentation and shareholder
needs

e Targeted stakeholder messaging

e ldentified communication channels and messaging frequency

e Identified feedback channels and loops

e Communication governance and review process

Messaging needs to be simple and summarizes the essence of change — communicating
the right message through the right channels to the right audiences. The objectives of the
communication plan are to align with the business objectives for change. The plan measures
observable desired shareholder behaviors to demonstrate the adoption of the change, in this case
the outsourcing of non-core business activities and organizational restructuring.

Developing a communication strategy and plan that includes roles, responsibilities,
accountabilities, resources, channels, shareholders, channels for each audience and timelines for
communication content review is imperative to achieve successful change. When stakeholders
see the progress and can relate to it, there is more buy-in to continue the change effort which
helps to reach the future state vision and sustain the change.

Appendix D: Communication Plan Templates and Dashboard provides two templates to
identify the audiences and the messaging frequency calendar, as well as a change communication
dashboard for regular reporting to track progress and communication results.

IX.  Business Process Management

In executing the transition to outsourcing, there are three phases to the process: 1)

Transfer is the action of moving responsibility for the assets, people, contracts, etc. from the

client to the vendor; 2) Transition is the physical movement of processes from the client
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organization to the service provider; and 3) Transformation is moving the organization from the

current state to the future state — the driver for outsourcing in the first place.

In the first phase, Transfer, organizations need to identify the non-core activities to be
outsourced and the current business processes associated in their performance. This is best
performed through the use of business process management (BPM) models. BPM can be
defined as ““...an organizational discipline where a company takes a step back and looks at all of
these processes in total and individually. It analyzes the current state and identifies areas of
improvement to create a more efficient and effective organization” (Kissflow, 2019). This aligns
with both Mintzberg’s 5Ps and McKinsey’s 7S models in understanding the current state in order
to achieve a future state.

BPM is focused on the repetitive and ongoing processes that follow a predictable pattern.
As this paper primarily discusses the outsourcing of call center activities, a human-centric BPM
is warranted. This type of model addresses those processes that are primarily executed by
humans with system platforms that are user-friendly with easy notification programs and quick
tracking. Where possible, integration of process automation alleviating human involvement will
render increased cost savings towards the cost reduction strategy

A simplified BPM model requires five steps as represented in Figure 9. A brief
explanation of each step of the BPM lifecycle is as follows:

e Design: includes a collection of current data on the process followed by a workflow

of how the process works along with who owns each task in the workflow.

e Model: visual representation of the process the includes details, deadlines and

conditions for the sequence of events (critical path method), along with the flow of

data through the process.
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e Execute: test the process improvement in a test and then live environment.

e Monitor: as the process runs through the workflow, ensure the correct metrics have
been identified to test the progress, measure efficiency and locate any sections
requiring additional improvement.

e Optimize: ensures the outsourcing arrangement is managed and continuously
improved, as well as contractual obligations are fulfilled in a timely and effective
manner with service demand being properly managed and satisfied.

Figure 9

Break the process down
into multiple tasks.

Model the process using
suitable BPM software.

Execute the process or put a
system in place.

Monitor and analyze the
system.

Make changes to the
process to improve it.

Adapted from (Kissflow, 2019)
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When BPM is utilized prior to outsourcing the business activity, the organization realizes
many benefits that continue to improve efficiency, effectiveness and productivity. Primarily,
BPM contributes to gaining control of cumbersome processes ensuring that the processes are
mapped, analyzed and designed to improve business activities. This helps in improving and
optimizing operational efficiency, contributing to successful organizational goal attainment,
aides in moving towards digital transformation and in tracking individual processes as they move
through the workflow.

The second phase of BPM is Transition. A transition plan is used to manage the change
of the business activities from the current state (insourced) to the future state (outsourced). A
transition plan is best built in a Gantt chart that includes:

e The timeframe

e Description of the current state

e Description of the future state

e Description of the areas that will undergo the transition (e.g., inbound calls,

collections, management, etc.)

e Alist of high-level tasks for each area

¢ Identification of areas of risk requiring careful attention (using red/yellow/green

designations for severity of risk)

e Checkpoints and milestones the addresses measurable targets and status checks

throughout the timeline

An example of a completed Gantt chart for a transition plan is represented in Appendix

E: Transition Plan Gantt Chart.
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And finally, the last phase is Transformation. This is the phase in which the improved
processes are transferred to the outsourced vendor as the final stage of the transition plan, as well
as implementing the organizational restructuring to retain key staff. This phase emphasizes the
process implementation, project management and knowledge transfer. During this phase, the
implementation of the operating procedures that clearly identify the operating model, the
governance framework, service level expectations, decision rights matrix and roles and
responsibilities are completed in collaboration with the outsourced vendor.

Internally, the organization commences the communication plan to ensure the workforce
and management understands the strategic plan and the impact to the organization. This is when
the status report structure is implemented for measuring the vendor to track the value of the
outsourcing strategic decision. Ongoing risk management, stakeholder commitment and overall
project management is assessed.

Externally, in collaboration with the vendor, a ramp up workforce recruitment, training,
test scenarios and a parallel run is undertaken. As with transition, the transfer of the business
activities would carefully be mapped out utilizing a Gantt chart to ensure timelines, roles and
responsibilities and, ultimately the Go Live date would be developed and implemented. This
final phase requires a dedicated project management team who will oversee the transition and
transformation, along with facilitating communication and aligning the work streams to flow
from the organization to the vendor. This project team will be required to manage vendor/client
leadership, stakeholders and functional leads so that all work in a cohesive and collaborative
manner.

Implementation Planning
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The implementation plan maps out how best to implement the strategic plan — in this
case, how best to outsource call center activities to an outsourced vendor. Where an
implementation plan differs from BPM is that the implementation plan breaks the entire strategic
plan into identifiable steps, not just the task processes. The implementation phase of the project
to outsource call center activities is the point where the project team actually produces the
deliverable. Each step of the implementation plan is assigned to a project team member to
complete in a set timeline to transition and transform the organization.

In conjunction with McKinsey’s 7S organizational change model (See Section V1.), a
process-based approach to implementation will help to understand why it is necessary to start the
project, what influences the project realization, which resources are needed and what are the
expected results of the project (Spaho, 2014). This process-based approach is shown in Figure
10.

Figure 10

<HWIRONMENT
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Spaho (2014) provides an explanation of the various elements of the process-based approach

to implementation planning:
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e Input -- a set of demands/influences which must be met to bring the project to
realization.

e Output - these are the expected outcomes and deliverables as a result of project
realization.

e Environment -- this is the business environment in which the project must be realized.

o Macro environment such as political, legal, economic, demographic, cultural
and technological environments;

o Mezzo environment such as competitors and publicity; and

o Micro environment such as suppliers, agents and customers.

e Resources -- represents the most important resources for successful realization of the
project.

o Human resources such as employees with their knowledge, creativity, skills,
psychological and physical capabilities, as well as their capability to gain new
knowledge, skills and habits.

o Equipment is the hardware and software tools human resources use in order to
perform the processes.

o Infrastructure is the computer network which helps perform the business
activities more efficiently and effectively.

o Building and work area are the locations where the business processes and
projects are completed.

o Financial resources are the available funds to bring the project to realization.

Using the process-based approach, the deliverables are defined and the activities required

for each deliverable are clearly specified within the project requirements document and project
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plan. Throughout the implementation phase, the activities are tracked with careful monitoring

and control processes to ensure the final deliverable meets the accepted criteria. Any changes to

the original planning requirements are logged and approved prior to implementation.

A project planner, as shown in Appendix F: Implementation Plan Template, is the tool

that would be used to track the progress of each deliverable and is a template readily available to

download in Microsoft Excel.

XI.

Outsourcing Strategic Transformation Assessment
A. SWOT Analysis

A SWOT (Strengths-Weaknesses-Opportunities-Threats) analysis is one of the
main analytical tools organizations use in strategic planning. It is an analysis tool that is
used to assess both the internal and external environments of the organization -- strengths
and weaknesses representing the internal environment and are within the organization’s
control; opportunities and threats representing the external environments and are outside
of the organization’s control. This analysis helps the organization identify what is
lacking, hazards that need to be eliminated and the identification of gaps that distinguish
the organization from its competitors that require review.

Through the analysis of the quadrants:

e Strengths — organizations can streamline the allocation of resources to
achieve greater productivity and efficiency. These will illuminate the core
competencies.

e Weaknesses — organizations identify areas of their business that are not

contributing to value and need improvement.
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e Opportunities — organizations create understanding of what competitors

are doing, what gaps may exist in the marketplace and what trends may be

on the horizon.

e Threats — organizations that can identify threats to their business can

utilize strategic planning to minimize the impact.

There are limitations that exist in the SWOT analysis as it does not provide

solutions, cannot address complex situations, cannot discern multi-layered organizational

issues and does not prioritize the issues identified. Figure 11 provides an example of a

completed SWOT analysis for the strategic planning of a digital transformation process.

Figure 11
SWOT Analysis — Example
This SWOT Analysis looks at the validity in moving forward with the digital transformation project.
Strengths Weaknesses
1. Dedicated onshore customer service call centre 1. Tenure of offshore collections staff
2. Tenure of onshore inbound employees 2. Located in another country
3. Company longevity 3. Minimal oversight into collections strategy
4, Company reputation 4. No return collection calls being made
5. Business analytics division 5. Reduced/eliminated onshore management staff
6. Multiple maiing options available based on business needs 6. Increased collection delinquency and age
7. Strong collection processes 7. Multiple software programs to be used
8. Detailed collection manual for refarence 8. Company longevity — wilingness to change
9. Collections staff resistance to change
10. Offshore cultural differences
Opportunities Threats
1. Market penetration 1. Competitors online experiences
2. Aliance with USPS 2. Private investigative oversight businesses
3. Company longevity 3. Shareholder investment
4. Company reputation 4. Stock prices
5. Cloud-based products and software 5. Inefficient customer online experiencas
6. Global ecommerce presence 6. Failure to reduce/eliminate customer silos
7. Technological product innovation 7. Offshore partnership presence
8. Continued loss of business

Core Competencies Model
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Outsourcing may lead to skill erosion, loss of critical skills, declining innovation,
and/or inability to respond to changing customer requirements (Hartman et al., 2017).
When an organization takes the time and puts forth the effort to analyze and address their
core competencies, skill erosion is lessened and more innovation and creativity is
realized. Focusing on the organization’s core competencies and drawing on the internal
organizational strengths when wanting to get ahead of the competition will be beneficial.

A core competency model helps organizations move into new markets and market
growth opportunities more easily. The Process Oriented Core Competencies
Identification (POCCI) model integrates theories of strategic management and
competency from human resource management to deftly respond to the dynamic
environment. It establishes a link between individual level competency to organizational
competitiveness (Yang et al., 2006).

The structure of the POCCI model is from both a top down and bottom up logic.
The top down approach starts from an analysis of the external environment and is the
traditional strategy development process with the strategic focus meeting the demands of
the external environment. The bottom up approach is initiated from examining the
organization’s existing competencies that provide comparative advantages and uses
internal resources to explore the competitive edge (Yang, et al., 2006). Figure 12 is the

POCCI model that contains the four perspectives:
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Figure 12
POCCI model
Top Down
From strategic thinking down
to identifying core
competency
Internal Out Core External In
From resource base to shape From environment to
the_ competitive edge (RBY ComPEtE“CY examine the fitness of
rationale) competency (ESS rationale)
Bottom Up

From core competency up to
solidifying the strategic
thinking

Adapted from Yang, et al. (2006)

The POCCI model consists of deconstructing the processes on a value activity
chain and then into step-by-step procedures. These various working procedures are then
added to a SWOT analysis matrix (Figure 13). This facilitates the formulation of strategy
from the bottom and to identify core competencies from the top. This model requires the
organization to think holistically — linking the individual to the organization.

This model links the SWOT analysis and Business Process Management (BPM,
Section IX.) into a holistic view of the organization providing a more objective approach
to core competency identification. For more information and further explanation of how
to utilize the POCCI model, please refer to the journal article, On Establishing the Core

Competency ldentifying Model (Yang, et al. 2006).
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Figure 13
SWOT Analysis Matrix
« (8) Strength from «(0) Opportunity from
bottoi-uppqxpecuvc top-downpenpective‘—'
* Value activities chain
»Key successful factors analysis | » Value activities analysis
. * From resource-gap * Process decamping analysis
* Internal perspective *From value activities «Step-by-step breakdown procedurd  * External perspective
resource-gap focus +From customer-focus « Accumulate the frequency customer-focus
based on RBV concept :F lation of map Bk ot coas , based on ESS concept

 Linkage of strategic thinking and core competency
+—>
Corporate strategy Core

Sustainable competitive advantage
« (W) Wutwu from « (T) Threat from
bottom-up perspective top-down perspective

C. Project Scope

Project scope establishes the boundaries, the resource requirements, the quality
and other aspects of the project. Essentially, project scope details exactly what will be
delivered at the end of the project and the parameters of how the work will be performed
and completed. The purpose of the project scope is to align team members and
stakeholders towards the project deliverables through the provision of summaries from
meetings, deliverables and agreements.

In assessing the project scope, the following areas need to be reviewed and
aligned with the strategic plan of outsourcing call center activities:

e Deliverables — what are the final outcomes of the project based on the project

goals that are measurable (e.g., schedule, budget, resource allocation, etc.)
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e Resources — what resources are needed as part of the project to complete the
deliverables.

e Inclusions and exclusions — to avoid misunderstandings, assumptions and project
scope creep, list what is included in the project and what is excluded (these can be
added to change orders for consideration during the project).

e Change impact — what areas will be impacted, how much will these areas be
impacted, who will be affected and how many jobs.

e Risk assessment — what are the risks of changing from the current state to the
future state and how to manage or mitigate the risk.

e Training — how much training and onboarding will be required for employees.

e Stakeholder involvement — which stakeholders will be involved directly, involved
indirectly and which will be impacted.

e Cultural impact — how much of the organizational culture will be transformed and
how best to manage the transition to the new culture.

Once it has been determined that the project scope aligns with the strategic goal,
further assessments will need to be performed.
D. DICE Assessment

There are three hard factors needed to implement transformational projects: the
project elements must be measurable in direct and indirect ways; the importance of the
project can easily be communicated both within and outside the organization; and the
organization is capable of influencing the project elements quickly. In their 225 company
study, Sirkin, Keenan and Jackson (2005) found four consistent correlations (DICE

factors) between the outcomes of the change programs and the hard factors:
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1. Duration — the time until the change program is completed for short-term

projects or the amount of time between milestone reviews for longer-term

projects.

2. Integrity — the project team’s ability to complete the project on time.

3. Commitment — of both senior leadership and employees whom the change
will affect.

4. Effort — employees’ ability to cope with the change and perform over and

above the demands of the change initiative.

The DICE Assessment Tool, along with how to score the assessment, can be
found in Appendix G: DICE Assessment Template.
E. Stakeholder Analysis

In order for the outsourcing of call center activities to be successful, organizations
must perform an assessment of the various stakeholders who participate or support the
project. A stakeholder can be an individual within the project, individuals or departments
within the organization and individuals or groups external to the organization that has an
interest in the project or will be impacted, directly or indirectly, by the project’s
outcomes.

The stakeholder management process includes the identification of stakeholders,
documenting the stakeholder needs, the analysis of the stakeholders’ project interest and
influence, as well as the management of stakeholders’ project expectations. A major part
of this management process is identifying and analyzing key stakeholders who may have

a vested interest in the project and its outcomes. These key stakeholders are identified as
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those that may influence the project either positively or negatively — these are those that
will directly be impacted.

The stakeholder analysis process goal is to develop a strategic view of the
relationships between the different stakeholders, the issues they care about and
identification of their influence on the project that may need to be mitigated. The first
step is to identify the various stakeholders, document their needs and analyze their

influence and interests. This is then mapped to the Stakeholder Grid as provided in

Figure 14.
Figure 14
Stakeholder Grid
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Adapted from: 8 Best Templates to Analysis Stakeholders (2017)
This matrix is used to classify each stakeholder according to the power of
influence and interest in the outcomes. Understanding the matrix and recognizing that

some stakeholders have the power to block, stall or advance the project is imperative in
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the overall assessment of outsourcing call center activities. The stakeholders grid
provides the project team with the actions needed to be taken based on their position:

e High Power Influence/High Interest -- these are the stakeholders the team must
fully engage with and make the greatest efforts to satisfy.

e High Power Influence/Low Interest — these stakeholders only need enough
attention to keep them satisfied without them becoming disinterested with the
message.

e Low Power Influence/High Interest -- these stakeholders need to be adequately
informed so communication is needed to ensure that no major issues are arising.
These stakeholders can often be helpful with the detail of the project.

e Low Power Influence/Low Interest — these stakeholders need to be monitored but
do not require excessive communication.

F. Risk Management Process

Outsourcing business activities has many benefits to the client organization that
includes reduction of overhead and operational costs, increased efficiency and
transferring risk to the service vendor. When outsourcing is not carefully managed and
performed, not only will benefits not be realized, but new risks may be imposed on the
client organization. As an outsourcing project requires significant investment, risk
assessment becomes crucial and essential.

As described in Section IX., Business Process Management, transition is the
second phase of the process. During this process, potential risks are identified which then
leads to performing a risk assessment. This process is a proactive approach to managing

project uncertainty.



U.S. CALL CENTER OUTSOURCING STRATEGY

Risk types have been classified as delays, disruptions, systems, forecast,
intellectual property, procurement, receivables, inventory, and capacity (Chopra and
Sodhi, 2004). Other risk types may also include information integration, knowledge

integration, or design integration where detailed disclosure of the client organization’s
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critical information may create undesired dependence on the service provider. Figure 15

represents the more applicable risks associated with outsourcing risks.

Figure 15

Risk Classifications

Provider’s products or activities
may fail to comply with local
laws and regulations

Provider exposes a financial
institution to legal
expenses and possible

Compliance
risks

lawsuits
Legal Risk (e elie i Outsourced
. service/product
Risks may only be

available from a few
providers

Provider may expose
an institution to losses
due to inadequate
internal processes,
failed systems or
human error

Outsourcing
Risks

Operational

Risk Reputational
Risks

Provider’s conduct may
trigger negative public
opinion about
institution

Foreign-based provider Country Risk

exposes the institution to
possible economic, social, and
political conditions and
events

Source: Forjan, PhD (2019)

Additionally, the wrong proportion of outsourcing to insourcing business
activities can result in organizational change and business failures. But planning
outsourcing/insourcing business activities based on a calculated perceived ideal

proportion also involves risk because the benefits and costs used in the calculation are
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potential and not certain; they may never materialize and actually have only a probability
of materializing (Contractor et al., 2011).

There are four elements of the risk management process: identification of risks,
evaluation of risks, mitigation of risks and control of risks. Figure 16 presents the risk
management cycle.

Figure 16
Elements of the Risk Management Process

Risk evaluation

Risk Identification Evaluation of risks
Identify risks / sources - concerning their
of risks impact and probability

Risk control Risk handling

Ongoing reporting and Measures and
monicringof ks G mochanims for
andrisk handiing influencing risks

mechanisms

Adapted from: Lavanya, N. & Malarvizhi, T. (2008)

The framework associated with the risk management process includes a risk
register to track the risks and identified issues, a risk checklist to identify the risks based
on the project life cycle and a risk repository which lists all of the identified risks. The
framework provides for a list of possible risk sources and categories; risk impact and
probability; risk reduction and action plan; a risk contingency plan; and risk thresholds

and metrics.
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Appendix H: Risk Assessment Template provides the matrix to document the
risks and capture the severity of those identified, as well as factors to mitigate the
potential risk.

G. Force Field Analysis

When making difficult or challenging strategic decisions, using a structured
decision-making tool helps to improve the quality of the decision, as well as increases the
chance for success. Utilizing a force field analysis tool in decision-making moves the bar
from a pro and con list to a weighted list of driving and resistant forces to change.

Appendix I: Force Field Analysis Template is an example of a force field
analysis for the proposed change of outsourcing call center activities. For change to
occur, the driving forces for change must be strengthened and the resisting forces need to
be weakened or mitigated.

There are five steps to perform a force field analysis:

e Step 1 — define the vision for change

e Step 2 — identify the forces that will influence change (listed on the left
side of the template)

e Step 3 — identify the forces that will be unfavorable for change (listed on
the right side of the template)

e Step 4 —assign a score from one (weak) to three (strong) to the listed
forces on each side of the template according to the degree of influence

and calculate the total points for each side
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e Step 5 —analyze whether or not to move forward with the decision to
change and determine how to strengthen or mitigate the various factors
that will influence the success
While the force field analysis is not considered an objective tool, it does help to
understand the impact of various factors on the decision for change. Using this
assessment tool in conjunction with other decision-making tools will help to reinforce the
quality of the strategic decision.
XIl.  Conclusion

In September, 2014, the Association for Change Management Professionals released the
Standard for Change Management®© (Figure 17) that provides a structured approach to
transitioning an organization from its current state to a future state to achieve expected benefits.

Figure 17
Standard for Change Management©

Evaluating
Change Impact
and Organizational
Readiness

Closing the
Change

Formulating
Change

Management ACMP's Management
STANDARD FOR

Effort Strategy

CHANGE
MANAGEMENT*

Executing Developing
Change Change
Management Management
Plans Plans

Source: Association of Change Management Professionals (2019)
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This paper attempts to provide the reader with information on how to formulate the
strategy to outsource call center activities; develop the change management model; the tools for
an implementation plan and to assess the organization’s readiness; as well as to impart the
knowledge that change is never complete or final. It has attempted to provide the reader with
basic information as how to transition call center activities from being insourced to outsourced
with the expectations of reducing costs; improving efficiency and productivity; and gaining a
strategic and competitive advantage.

Outsourcing most often includes transitioning business activities to offshore service
providers in India, Asia, Central America and Europe. As noted previously, 70% of all
organizational changes fail which means that organizations have invested finances and resources
into a losing proposition. Careful project planning and management provides the opportunity to
succeed. Understanding the scope of the project is imperative -- paying attention to ensure that
the offshore infrastructure works, that there is adequate rigor in the handling of process flows
and hand-offs to the service provider, as well as clarity between the client and service provider as
to what the end-state operating model is expected will only add to the chances of being
successful.

The outsourcing strategy is not a stopgap to repair an organization’s balance sheet or to
improve shareholder return on investment. The change management process requires leadership
support, workforce engagement and the right project team to delve into the processes and
activities of the organization to determine its readiness for such a large investment. Utilizing the
tools presented in this paper will provide the organization the opportunity towards successful
change, however it is not a comprehensive plan to achieve success. Any organization

considering a transformation of this magnitude would benefit from consulting with individuals
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and/or firms that are knowledgeable and experienced in change management and outsourcing

transformation.

67
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XILI. Appendices
The expected deliverables from this paper will be the elements to be included in a change
management playbook for organizations to use in driving their strategic decision-making
process, an organizational change model and several assessments to incorporate into an
organizational change plan. The purpose of the playbook can be used to familiarize key
stakeholders, senior leadership, project resources and change leaders with the framework of a

change management plan.
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APPENDIX A: Analyzing the Organization’s Current Situation

Element Exploratory Questions

What are the mission and vision of the organization?
What are your ideal and real values?

Shared Value
What are the core values the organization was founded upon?

How does the organization incorporate these values in daily life?
What'’s the objective of your organization strategy?

How do you use your resources and capabilities to achieve that?

Strategy What makes you stand out from your competitors?

How do you compete in the market?
How do you plan to adapt in the face of changing market conditions?

What’s your organizational structure?
Who makes the decisions? Who reports to whom?

Structure Is decision-making centralized or decentralized?
How do the employees align themselves to the strategy?

How is information shared across the organization?

What are the primary processes and systems of the organization?

What are the system controls and where are they?

How do you track progress?

What are the processes and rules the team sticks with to keep on track?

Systems

What are the core competencies of the organization? Are these skills
sufficiently available?

Are there any skill gaps?

Are the employees aptly skilled to do their job?

What do you do to monitor, evaluate and improve skills?
What is it that the organization is known for doing well?
How many employees are there?

What are the current staffing requirements?

Are there any gaps in the required resources?

Skills

Staff

What needs to be done to address them?
What is the management style like?

How do the employees respond to this style?

Are employees competitive, collaborative or cooperative?
What kind of tasks, behaviors, and deliverables does the leadership reward?

Style

What kind of teams are there in the organization? Are there real teams or are
they just nominal groups?

Adapted from Athuraliya, 2019
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APPENDIX B: Action Plan Template

Desired Outcome

Due Date

o
a
=
[=]
o
=
=

Start Date

Responsible

Action Step

Adapted from Athuraliya, 2019
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APPENDIX C: ADKAR Assessment

Awareness
Brief description of the change

List the reasons you believe the change is
necessary. Review these reasons and rate
the degree to which this person is aware
of them or the need to change. (1 is no
awareness, 5 is total awareness)

Motes:

Desire
Awareness of the need for change Score

List the factors or consequences (good and
Motes: bad) that create a desire for this change.
Rate the person’s desire to change,

taking into consideration the motivating
factors, but also their convictions and any
associated consequences. (1 is no desire
Desire to make the change happen Score to change, 5 is strong desire)

Motes: Knowledge

List the skills and knowledge needed
to support the change, including if the
person has a dear picture of what the

change looks like. Rate this person's
Knowledge about how to change Score knowledge or level of training in these

areas. (1 is no knowledge, 5 is highly
Motes: knowledgeable)

Ability

Considering the skills and knowledge
identified in the previous question,

HH C
Ability to change e evaluate the person’s ability to perform
these skills or act on this knowledge. Rate
Notes: this person's ability to implement the new
skills, knowledge and behaviors to support
the change. (1 is no ability, 5 is very able)
Reinforcement
: . -
Reinforcement to retain change Score List the reinforcements that will help to
retain the change. Are incentives in place
Motes:

to reinforce the change and make it stick?
Rate the reinforcements and how they
help support the change. (1 is not helpful,
5 is very helpful)

Once you have completed the table, take a moment to review the scores.
Highlight all areas that scored a 2 or lower. Start with your first highlighted area.

Adapted from Prosci Inc, 2019
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APPENDIX C: ADKAR Assessment (continued)

Actionable Steps:

If awareness is needed: discuss and explore the reasons and benefits for the change on
both an organizational level and an individual level.

If more desire is needed: address the employee’s inherent desire to change with the
motivating factors being great enough to overcome the resistance to change threshold.

If more knowledge is needed: offer education and training for the skills and behaviors
necessary to move forward.

If more ability is needed: provide time for the employee to develop the new abilities and
behaviors and provided ongoing coaching and support as needed.

If more reinforcement is needed: investigate if the necessary elements are present to keep
the employee from reverting to old behaviors and address the incentives/consequences

for not continuing to act in the new way.
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APPENDIX D: Communication Plan Templates and Dashboard

Change in behaviors based on communications

Impacted . .O.bservec? What do they amid i What progress
initial reaction has been

. -, ‘)
Shareholder Types N - think? feel? observed?

Customers

Employees

Frontline

Management

Investors

Suppliers

{Additional}

{Additional}

Communication January | February | March | April ..

Key Milestones

Monthly Content Focus

Leader Communications
Dashboard
Intranet/Internal Resources
{Other types}

{Other types}

Change Communications {Insert Month}

Measurement Dashboard

KEY PERFORMANCE INDICATORS 57.811
= TOWN HALL (1)
e [ Taget | Month | YD () OPENS REACH = 973 (97% of farge]
(] L] ] o ] ° ] o
ALL-STAFF EMAIL OPENS 90% {Insert %} {Insert %} 88% ENGAGEMENT w ? w F w % w ?
VIDEO VIEWS H0VIEWSRETfinsort #) (Insert #} P N N
3963 TRTRT2TH
TOWN HALL ATTENDANCE 100% {Insert %} {Insert %}
}SIOI/E/EWM%E LEADER FORUM (2)
INTRANET USE X CLICKS {Insert #} {Insert #) VIEWS/VIDEO REACH: 100 (90% of fargef)
SOFTWARE DOWNLOADS 100% {insert %} {Insert %}
THIS MONTH'S HIGHLIGHTS 1 9 6 FMPLOYEES ENGAGED
1. {Insert}
72 5 EMAILS SENTTO KEY STAKEHOLDERS
2. {Insert}
@ 1 48 KEY STAKEHOLDERS REACHED
3. {Insert}
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APPENDIX E: Transition Plan Gantt Chart
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APPENDIX F: Implementation Plan Template
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APPENDIX G: DICE Assessment Template

84

Factor Ask How to Score
D Are there regular project reviews? If the time between project reviews is:
Duration e Less than 2 months, score 1 point.
If the project is longer than 2 months | e Between 2 and 4 months, score 2 points.
to complete, what is the average time | ¢ Between 4 and 8 months, score 3 points.
between reviews? e More than 8 months, score 4 points.
I Is the leader capable? If the team has a highly capable leader who is
Integrity respected by peers, the team members have
How strong are the team members’ the skills and motivation to complete the
skills and motivations? project in the timeframe and a minimum of
50% of the team members’ time i1s dedicated
Do they have sufficient time to spend | to the project — score 1 point.
on the change initiative?
If the team lacks all of these dimensions —
score 4 points.
If the team’s capabilities are somewhere in
between — score 2 or 3 points.
C1 Do senior leaders regularly If senior leaders have communicated the need
Senior communicate the change reasons and | for change:
Leadership importance? e Clearly, score 1 point
Commitment e Appear to be neutral, score 2 or 3 points
Is the messaging convincing? e Appears to be reluctant in supporting the
change, score 4 points
Is the message consistent over time?
Has senior leadership devoted
enough resources to the project?
C2 Do the employees that are most If employees are:
Employee affected understand the reason for e Eager to change, score 1 point
Commitment | change and believe it is worthwhile?

Are they enthusiastic and supportive
or worried and obstructive?

Willing to change, score 2 points
Reluctant to change, score 3 points
Strongly reluctant to change, score 4
points
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E What is the percentage of If the project requires:

Effort employee’s increased effort to <10% extra work, score 1 point
implement the change effort? Between 10% and 20%, score 2 points
Between 20% and 40%, score 3 points
> 40%, score 4 points

Does the incremental effort occur on
top of a heavy workload?

Has there been strong resistance to
the increased demands made of
employees?

Each of the four factors (Duration, Integrity, Commitment and Effort) are given a rating of 1
being most optimistic to 4 being most pessimistic. The DICE equation is:

DICE Project Score=D+ (2x1)+(2xC1)+C2+E

The results are divided into different categories based on potential risk:
e Win — scores between 7 and 14 are likely to succeed
o Worry — scores between 14 and 17 are risky and need immediate action to mitigate the
risk
e Woe — scores over 17 are highly likely to fail and required decisive action if they are to
be salvaged

Adapted from: Harvard Business Review, 83(10), 108-118.
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APPENDIX H: Risk Assessment Template
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Force Field Analysis Template

APPENDIX I:
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