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Vendor Management in Shared Services and Qutsourcing

To recap, in Part 1 of our second Shared Services and Outsourcing
Quarterly Business Update, we talked about the turbulent economic
conditions that are driving organisations globally to cut costs,
improve efficiency and focus on their core businesses. As a

result, over 90 percent of Fortune 500 companies have resorted to

outsourcing and setting up shared services or captives to help meet
these conditions. In Part Two we highlight how vendor management
is evolving and explain how KPMG breaks vendor management in to
functional areas that can be reviewed and monitored.

Constructing your Service Agreement

Outsourcing agreements created ten, five, or even three years ago
are now being renegotiated because they were essentially conceived
in another era. In the shared
services world, the construction
of internal service agreements
has evolved with the advent
and adoption of new delivery
models that are often global

in nature. These global
business and technology
service agreements are
inherently complex in

nature, difficult to set up and should be managed with the assistance of

These global business and
technology service agreements
are inherently complex in
nature, difficult to set up and
should be managed with the
assistance of specialist skills.

One particular difference between modern agreements and legacy
ones is the tools used to manage and respond to change while
maintaining alignment between the contracted
parties. These change management tools, which
support a much more effective and formalised
governance function, allow both the client and service
provider (external or internal), to respond to each small
change trigger appropriately as it arises and reposition
the relationship and the contractual documents to reflect
a modified solution.

A key objective of any negotiation or renegotiation is to
create a structure that integrates both the necessary tools
and governance reforms to ensure their effectiveness so that in the

specialist skills. As a result, outsourcing agreements created during the
last decade are now being renegotiated to reflect these new changes.
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future, a major conflict resolution process is not required.
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The information contained herein is of a general nature and is not intended to address the circumstances of any particular individual or entity.

Although we endeavour to provide accurate and timely information, there can be no guarantee that such information is accurate as of the date it is

received or that it will continue to be accurate in the future. No one should act upon such information without appropriate professional advice after a

thorough examination of the particular situation.
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