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The Top 5 Trends Driving  
Outsourcing Value Optimization

The outsourcing ecosystem continues to evolve, creating new opportunities and challenges for both customers 

and suppliers. What worked a few years ago may not be relevant anymore. Hence, it is critical to stay on top of 

the changes that are reshaping the future of outsourcing. 

In our assessment, the following five trends are going to play a transformative role in the way outsourcing 

services are delivered and consumed in the near future. 

Role of CLM expands from managing contracts  
to managing performance
THE TREND: There is a clear departure from a narrow contract management focus to a broader 
view that combines contract, performance, financial, relationship and risk management. At the 

same time, enterprises now recognize that the effort involved in managing the complex outsourcing contracts is 
simply too high to be handled manually. The result is that details either do not get managed, or the governance 
activities become exorbitantly expensive. 

Hence, enterprises are looking to enhance the automation footprint in supplier governance to enable this holistic 
management of outsourcing engagements.

Technology integration driving outsourcing performance
THE TREND: Organizations realize that the traditional approach of building technology islands 
within functional silos is no longer effective. It leads to confusion, inefficiencies and constant 
arguing about whose data is correct.

For automation to be effective, technology needs to operate in an integrated fashion so that there is a single 
common view of the outsourcing engagement across the enterprise. For example, contract documents and 
obligations should be up-to-date and visible to all parties (such as contract managers, delivery managers, 
procurement, finance and legal) participating in the management of the supplier performance and relationship. 
Additionally, Contract Lifecycle Management and Supplier Relationship Management systems need to be able to 
connect quickly and efficiently to other enterprise platforms, such as procurement and financial systems.
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External integration: A single source of truth  
between the customer and the supplier
THE TREND: Just like the internal challenge, the lack of a shared set of data between the 
customer and the supplier is increasingly viewed as a key impediment to the success of 

outsourcing relationships. The reason for this is that up to 80% of the dialog between customers and suppliers 
today has nothing to do with performance but is about whose data is correct. When a single source of truth is 
achieved, the work effort goes down dramatically on both sides, the alignment increases exponentially and the 
focus shifts to performance rather than arguments about data.

Therefore, companies are actively looking for ways to bridge this data divide by enabling shared access to the 
engagement data for both parties. 

Technology will drive rapid adoption of SIAM
THE TREND: Increasingly, multiple suppliers are involved in delivering an end-to-end service 
(e.g. ADM, Hosting, Telecom). However, since its inception in the early 2000s, SIAM (Service 
Integration and Management) has been a challenge, mostly because in-house and third-party 

organizations attempted to do this manually or through islands of technology. 

We expect the emergence of technology integration to enable more efficient and effective SIAM deployments. 

Predictive analytics will enable real time interventions  
for optimizing outsourcing value
THE TREND: Enterprises are employing advanced analytics and comprehensive dashboards 
to quickly identify problem areas and speed up decision making. As with almost any other 

business function, the challenge is to spot negative trends early and fix them before they become major issues. 
This can be done by continuously analyzing data in a near real-time fashion and using it to predict what will 
happen down the road. 

Such analyses cannot be done manually and often require data from several sources – driving increasing 
technology focus in this area. It is important to understand here that simply deploying a generic analytics tool will 
not provide the desired impact. What’s needed is a powerful analytics engine seamlessly built into a foundation of 
workflows and algorithms purpose built for managing outsourcing engagement data at a granular level. 

BEYOND 2018: BLOCKCHAIN-DRIVEN OUTSOURCING: Blockchain is a peer-to-peer network where data 
exists in the form of a distributed ledger shared across the network. It has a consensus mechanism that enables 
automated verification of transactions digitally without the need to go through intermediaries. While there’s still 
some time before we start seeing widespread use of this technology, it has tremendous potential to transform the 
way outsourcing engagements are managed. 

Features like shared access to data through a distributed ledger, automated transaction validation, immutable 
audit trail, etc. make it the ideal technology to provide the single source of truth in outsourcing engagements, 
enabling improved transparency, trust and alignment between the customer and the supplier. By connecting 
humans, systems and data, Blockchain will deliver enhanced machine-to-machine and human-to-human 
collaboration, unlocking unprecedented value in outsourcing contracts. 
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What Factors Are Influencing 
The Top 5 Trends?

To understand the relevance of these trends, it is important to examine the underlying evolutionary 

developments that have led to the emergence of these trends. Let’s take a quick look.

The winds of change
The composition of the typical enterprise procurement portfolio has undergone a significant change over the last 
20–25 years. Traditionally dominated by goods, procurement portfolios of large global organizations today see a 
heavier tilt towards services. Industry estimates suggest that the aggregate services buying by the Global Fortune 
500 has grown more than 4X, from $750 billion in 1995 to $3.36 trillion in 2015 (see Fig. 1). During the same 
period, the spending on goods has shrunk by 20%!

$3.36T
56%

Services

$2.64T
44%

Goods

$0.75T
19%

Services

$3.25T
81%

Goods

7.80%
CAGR

- 1.03%
CAGR

1995 2015

FIGURE 1

Sources: Gartner, Everest, TPI, Evalueserve, Research and Markets, Zinnov, Global Industry Analysts Inc., Transport Intelligence
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The latest data from Forrester shows how this shift towards services is visible across industries. As the figure 
below illustrates, the spend on services across industries averages 58% of the total procurement spend, with 
healthcare and telecom spending 75% or more of their procurement budget on services, which increases to the 
high 90s for the insurance and financial services sectors. 

 
 
 

This spend is distributed across a range of service categories as illustrated by the graphic below. 

Global business purchases (2015)

$3.6T
Professional
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Other
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Lorem ipsum

                                                                                                98%

                                                                                             95%

                                                                                85%

                                                                          79%

                                                                    75%

                                                                    74%

                                                                 72%

                                                        65%

                                                     63%

                                                58%

                                         52%

                                 46%

                               44%

             29% 

        25%

       24%

  20%

  20%

18% SOURCE FORRESTER RESEARCH

Purchased services as a Percentage of Purchased Inputs (2015)FIGURE 2

FIGURE 3

Based on Forrester Research
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WHAT FACTORS ARE INFLUENCING THE TOP 5 TRENDS?

Drip, Drip, Drip: A significant loss of value!
Due to the complexities inherent in managing services engagements (tracking value delivered is difficult; delivery 
models and performance definitions are complex; pricing terms are variable and convoluted; tenures are long; 
relationship management is critical; etc.), outsourcing suppliers need to be granularly managed after contract 
signature to generate the desired outcomes. 

Failure to apply the required level of diligence leads to a significant loss of value in outsourcing engagements. 
This loss of value, also known as value leakage, is estimated to be up to 20% of the contract value. Value leakage 
occurs in two categories: hard value leakage (observed in the form of invoicing discrepancies arising from a 
combination of consumption/usage errors, contract deviation errors, computational errors and delivery failures) 
and soft value leakage (refers to unrealized performance gains - e.g. poor user/customer experience, business 
disruption, etc.). Of the 20% value leakage, hard leakage accounts for nearly 12%.

What is expected –
the business caseValue captured

during procurement –
the value promised

Time

What is delivered –
actual value realized

Post-contract award
(supplier management)

Pre-contract award
(procurement)

Va
lu

e Value Leakage = 20% of ACV

8–12%
‘hard’ value leakage

7–8%
‘soft’ value leakage

20% or more of services ACV is being lost through 
hard and soft value leakage.

FIGURE 4

2016 Report on Outsourcing Governance Maturity
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Causes and Effects: Why Does  
Value Leakage Happen?

Value leakage happens because the governance capabilities of organizations are not mature enough to handle 
the complexity of today’s outsourcing engagements. A comprehensive study conducted by SirionLabs and The 
Shelby Group revealed significant gaps in all areas of supplier governance (a summary of the findings from this 
study are included at the end of this document for reference). 

At a high level, there are four primary addressable gaps that cause value leakage:

• Inability to set the right foundation for monitoring supplier performance by breaking down complex service 
contracts into their constituent obligations and making them the focus for performance monitoring

• Inability to connect functional silos within an organization preventing an integrated view of supplier 
performance and making it impossible to align contract, performance and invoices

• Under resourcing of supplier governance functions - e.g. a lot of time and money spent while negotiating 
the deal but not enough staffing provided for ongoing governance of these contracts

• Lack of a shared source of data between the customer and the supplier leading to lack of alignment and 
friction between the two sides

A cohesive approach needed!

The answer to the above challenges lies in enabling improved visibility, efficiency and collaboration across the 
various governance disciplines — contract, performance, financial, relationship and risk management. Companies 
have failed to achieve this through purely manual means due to the extensive amount of effort involved combined 
with human inconsistencies and errors. The focus in such efforts is more on manual data collection, validation  
and basic retrospective reporting of supplier performance, rather than risk, relationship and performance 
management. The required level of cohesiveness in managing outsourcing relationships can be achieved through 
the use of technology to connect the various functional groups and the underlying technology systems, enabling 
an enterprise-wide view of outsourcing engagements. 
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Over the last three years, we have closely  

tracked the progress of several leading 

organizations on their journey towards 

building a technology-driven governance 

environment for outsourcing engagements. 

The benefits realized by these organizations 

have been significant.  

 

Insights from the Field: How Are 
Companies Reducing Leakage?

There are two ways in which companies  
have realized tangible, hard savings:

       Approximately 10% reduction in supplier invoices through identification of invoice discrepancies  
(these discrepancies usually occur due to consumption/usage errors, contract deviations, computation  
errors, incorrect application of service level credits/penalties, etc.). Here is the distribution of sources of  
these discrepancies. 

49.10%

39.70%

9.30%

1.90%

Consumption/Usage Errors

Contract Deviation Errors

Computational Errors

Delivery Failures

FIGURE 6

9.78%
hard savings  

delivered through 
invoice reduction

45%
reduction in 

governance cost 
through automation

FIGURE 5
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Up to 45% reduction in the cost of managing strategic services contracts – This cost is significant and 
usually ranges from 2-6% of the contract value. The integrated governance approach enables a significant 
reduction in the manual governance effort through automation, resulting in reduced cost of resources 
needed to manage these complex contracts. This effort reduction is seen across disciplines. 

In addition to the above stated tangible benefits, this approach has also delivered soft benefits that are equally 
critical in improving value realization in outsourcing engagements:

• Improved access to and management of contracts, including change management and version control

• Improved business outcomes through better visibility and monitoring of obligations and service levels 
against the contract

• Improved collaboration and alignment with suppliers

• Stronger customer-supplier relationships through better management of issues and action items

• Improved risk management by ensuring regulatory and policy compliance

Conclusion
In the increasingly complex outsourcing ecosystem, the ability to bring together all relevant stakeholders and 
having a unified view of all aspects of the engagement are going to be critical. The good news is that the current 
trends that we are observing in the industry are focused on fixing these gaps that have traditionally plagued the 
outsourcing landscape. 

FIGURE 7 DISCIPLINE MANUAL EFFORT DELTA

Contract Management – 42%

Performance Management – 42%

Financial Management – 49%

Relationship Management – 47%

OVERALL GOVERNANCE – 45%

Manual effort reduction distribution
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ADDENDUM

Summary of Results from the Outsourcing 
Governance Maturity Study by SirionLabs 
and The Shelby Group

SirionLabs and The Shelby Group conducted a comprehensive study in 2016 on the maturity of supplier 
governance in outsourcing engagements. The survey was taken by respondents from across the globe 
representing industries as diverse as Financial Services, Manufacturing, Energy, Retail, IT, Telecom, Healthcare and 
others – with over 65% of the respondents from companies with revenues exceeding $1 billion. The respondent 
roles varied across sourcing and procurement, supplier management, contract management,  IT and other 
business units.

The results of the study provide a holistic view of the strengths and weaknesses of today’s supplier governance 
infrastructure and the shortfalls that lead to value leakage in outsourcing. Here is a quick summary.

The respondents were asked to rate each of the supplier governance disciplines — Contract, Performance, 
Financial, Relationship and Risk Management — on two separate parameters:

IMPORTANCE: The importance that the respondent ascribes to each of these processes for driving higher value 
in outsourced services engagements 

CURRENT CAPABILITY: The current level of maturity at the respondent’s organization for each of these processes

The chart below summarizes the results of the survey. As seen here, the survey brought out significant gaps 
between the ascribed importance and current capabilities for all supplier governance disciplines:

38%

5.00

4.00

3.00

2.00

1.00
Contract

Management
Performance
Management

Financial
Management

Relationship
Management

Risk
Management

4.25

2.65

Importance Capability Maturity Gap

42%

4.24

2.47

34%

4.14

2.75
52%

4.00

1.94

34%

4.13

2.73

FIGURE 8
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86% of respondents 
consider Obligation Capture 
to be Critical or Important, 
47% rated their existing 
capabilities as weak (Poor/
Basic or Nonexistent) 

Some of the underlying findings from the study are  
summarized below:

FIGURE 9

DOCUMENT  
REPOSITORY 

86% of respondents consider Document 
Repository as Critical or Important, 37% rated 
current capabilities as Basic or Nonexistent 

OBLIGATION CAPTURE 

INVOICE  
AUDITING 

85% respondents consider Invoice Auditing 
as Critical or Important, 37% rated current 
capabilities as Poor/Basic or Nonexistent 

ISSUE & ACTION ITEM  
MANAGEMENT

77% of respondents rated Issue and Action Item 
Management as Critical or Important, 71% rated 
their current capability as Less than Adequate 

92% of respondents consider Service Level 
Management as Critical or Important,  
40% reported current  
capabilities as weak  
(Poor/Basic or  
Nonexistent)  

SERVICE LEVEL MANAGEMENT

REGULATORY  
COMPLIANCE 

87% of respondents consider Regulatory 
Compliance as Critical or Important, 44% reported 
Less than Adequate current capability 
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ABOUT SIRIONLABS

SirionLabs is transforming the contracting engagement between enterprises by 
leveraging blockchain technology to bring contracting parties closer together 
across the full lifecycle of the contract—from authoring to performance to closure. 
Sirion’s award winning platform serves as a single source of truth for both parties 
across all key disciplines—contracts, performance, financial, risk and relationship 
management.

This collaborative and holistic approach materially reduces the friction between 
both parties, improving transparency and trust, driving tangible cost savings of  
10% of annual contract value while reducing the cost of governance by 45%. 

Visit us at www.sirionlabs.com, and follow us on LinkedIn and Twitter.

ABOUT THE SHELBY GROUP

The Shelby Group is a SirionLabs-Certified Implementation Partner. We help 
companies maximize their return on investment in supplier governance with expert 
support for the business process, technical and change management functions that 
are critical to success. 

Shelby is the global leader in platform-enabled procurement optimization. With 
hundreds of platform implementation and support engagements to our credit, we 
can help accelerate your success through each step of your journey with Platform 
Implementation, Program Optimization and Procurement Operations solutions. 

To learn more, visit theshelbygroup.com.
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