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Service and Outsourcing,
A Growing Project Management Trend


A number of trends combine to indicate an increase in the number of Service and Outsourcing (SAO) projects and a corresponding demand for Project Managers who can successfully manage these projects:

·	Increasing corporate focus on core competency
·	Shift to a service based economy
·	Development of network infrastructures   

Competitive pressures have forced organizations to focus on their core competencies and look to others to provide necessary functions that are not core competency. For example, owners or custodians of large facilities do not generally consider that design, procurement, and construction of new facilities, or even the maintenance, are a part of their core competency. They are comfortable with defining requirements and finding a suitable contractor through a competitive bidding process. However, the repetitive bidding process is time consuming and costly for both the Owner and the Contractor. It is possible for the Owner and a suitable contractor to reach an agreement whereby all of the "Design, Procurement and Construction" projects could be performed by the contractor through a Service or Outsourcing Contract. In his article, Mr. Robert Lewis describes a case where something similar to this has been put into practice.

The shift in the work force from agriculture to manufacturing is well known. Equally well known is the shift from manufacturing to the service industry, and most of us now find ourselves on the service side of this shift. Most of us have also participated in the increased productivity the United States economy has recently enjoyed. The shift to services and the increase in productivity have been greatly facilitated by computer and network technology. Within the past decade or so, network and computer technologies have evolved to allow separate organizations to communicate and work effectively together. The technology is still rapidly evolving and this ability will continue to improve. The effect, as described in Harry Dent's best seller, “The Roaring 2000s”, will be a different management structure and style for the successful organizations. It will be a team based structure and the focal point will be the individual with the project management skill set. In their article, Martin, Weeks and Davis explore the concept of “Tiger Teams” as a way to effectively execute a project.

The Teams will have Client/Contractor contractual foundation and these may be either Service or Outsourcing contracts. An Outsourcing contract is the special case of a Service Contract where assets are transferred from the Client to the Contractor as a condition of the contract. A critical contractual element for these relationships to be successful is a comprehensive Statement of Work as discussed by Mr. Martin in his article and emphasized by Mr. Walles in his article.

Another distinguishing characteristic of SAO projects is that they encompass both the project and operational activities. The project life cycle is PDIM (Plan, Design, Implement, and Manage) with the emphasis on the Manage Phase. The Project Manager, often specified in the contract, must manage the implementation of the function or service and its subsequent operational performance. He is responsible to the Client for the quality of the service and Cost Control. He is responsible to his management for Revenue Control and profitability. The financial constraints within which the Project Manager must control the project is the subject of the article by this author.

The treatment of Revenue Management and the role of the Project Manager who is also a business manager have not yet been fully developed into the Project Management Body of Knowledge. An effort to contribute to this development was begun with the creation of the Service and Outsourcing Specific Interest Group (SAO SIG) in July 1998. The SAO SIG grew from its 35 founding members to over 340 in its first year with membership from 22 countries and 170 companies around the world. The membership communicates electronically and is now set up to post information from the members on its website, 

http://www.pmi.org/sigs/s&o

Service and Outsourcing projects occur in almost all industry segments. The current SAO SIG membership comes from many industry segments and the mission of the SAO SIG will best be fulfilled by contribution from as broad-based membership as possible. If you would like to contribute to this mission, you may join the SAO SIG through your normal PMI channel or by contacting the SIG Coordinator directly at 610 356 4600 ext. 1024.


