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Visad er til bréfs, dagsett 14. oktéber 2021, par sem dskad er eftir svérum fra bjonustu- og
nyskopunarsvidi um upplysingar er varda innvistun verkefnisins stafreen umbreyting.
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Medfylgjandiersvarvio fyrirspurn Sjalfstedisflokksins PON21110089, Gartner: Accelerate Digital for Future-
Ready Government - Frameworks for composable tech, empowered citizens andthe future of work, Harvard
Business Review: Digital Transformation Is Not About Technology, Infrastructure Services Sourcing Strategy:
Practical Principles for Dynamic Insourcing Versus Outsourcing, h6f. Claudio Da Rold, Vikas Bhardwaj, Guido
Repaci, Key Considerations When Insourcing After Outsourcing or When Fulfilling New I'T Demands, hof.
Helen Huntley, Insourcing vs. Outsourcing: From Struggle to Strategy, hof. Cassio Dreyfuss, Lorrie Scardino.,
Reuters Insources Software Development Offshore, h6f. Dion Wiggins., Stop Outsourcingand Begin
Disciplined Multisourcing, hof. Linda R. Cohen, Allie Young., Digital Governmentin Action - What’s Working
and Who Is Doing It Well, h6f. Dean Lacheca., Digital Transformation Requires a Program Office, h6f. Joanne
Kopcho og Sarah Davies., Endthe Confusion AboutWho Is Accountable for Digital Government, hof. John
Kost og Stafraenstefna um pjonustu hins opinbera.
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Vidtakandi: Borgarrag.
Sendandi:  Oskar J. Sandholt, svidsstjori Pjonustu- og nyskdpunarsvias.

Efni: Svar vid fyrirspurn borgarradsfulltria Sjalfstedisflokksins um innvistingu
verkefnisins stafreen umbreyting og sundurlidun verkpéatta - R21100233.

A fundi borgarrads pann 14. oktober 2021, var 16gd fram svohljédandi fyrirspurn fulltriia
Sjalfstedisflokksins:

Oskad er eftir pvi ad fa eftirfarandi gogn: 1) Oskad er eftir pvi ad fa allar peer
greiningar sem hafa verid gerdar vardandi fjarfestingarverkefnio ,,Stafrceen
Umbreyting “ og lagu til grundvallar &kvéroun um innvistingu i stad pess ad bjoda
verkid Gt i heild. 2) Oskad er eftir ad fa lista yfir radgjafa innlenda sem erlenda sem
fullyrt hefur verid ad voru til radgjafar sem leiddu til peirrar &kvérdounar ad innvista
verkpattum. 3) Oskad er eftir pvi ad fa sundurlidun & peim lidum sem verda bodnir it &
arinu 2021, enfullyrt hefur verid ad 2,7 milljardar fari i innkaup og Utbod af verkefninu
,Stafreen Umbreyting“. 4) ba er oskao eftir sundurlioun verkpatta a priggja ara
timabilinu, en fullyrt hefur verid ad meira en 70% verdi bodid ut af peim 10 milljéroum
sem buid er ad akveda ad eytt verdi i verkio ,,Stafren Umbreyting “.

Fyrirspurnin var send Pjonustu- og nyskdpunarsvidi til umsagnar med bréfi dagsettu pann 14.
oktober 2021.

Til atskyringar:

[ upphafi er vert ad halda til haga ad hugtakid Stafraen umbreyting (e. digital transformation) er
nokkurra ra gamalt og felur i sér samansafn adgerdaa akvednu svidi. Stafreen umbreyting er
notad yfir pad sem gerist pegar stafraen teekni hvers konar er notud sem tol til ad umbreyta eda
bua til nyja ferla (e. business processes), breyta menningu og upplifun notenda til ad maeta
nyjum og breyttum porfum og veentingum peirra sem og markadarins. Innan hins opinbera na
adgerdirnar medal annars yfir eftirfarandi aherslur sem almennt eru vidteknar. beer eru medal
annars er ad finna i stafraenni stefnu islenska rikisins sem gefinvar atijuli 2021:

Nutimavaeding pjénustu vid iblda byggd a4 notendamidadri nalgun
Sjalfvirkniveeding dkvardanatoku med aukinni gervigreind

Nutimavading upplysingatekniinnvida med 6ryggi og sveigjanleika ad leidarljosi
Feersla a bunadi oggdgnum borgarinnar ur télvuskapum i sky

Grunnur lagdur ad sampettingu 6likra gagnagrunna, hugbunadar og kerfa
Stafraen gégn ndtimavaedd i voruhusi og m.a. gerd adgengileg almenningi
Stafreent laesi og inngilding tryggd
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Stadinn vordur um stafreendi réttindi, personuvernd og sidferdi
Uppbygging verkefnamidads starfsumhverfis og ahersla a Agile verklag i
starfseminni.

Uppfarsla & stafreenni haefni og feerni starfsfélks og stjornenda

Nyting stafreena innvida til aukins patttokulydraedis

Rifjaberupp ad fjarfestingarverkefnid sem hérum raedir og gjarnan ernefnteinu naftni,,stafreen
umbreyting* samanstendur af sex verkefnaklésum sem eru innbyrdis 6likir pé ad allir snui peir
ad fjarfestingu i teknilegum og stafrenum innvidum &samt natimavaedingu pjonustu og
verkferla borgarinnar Gt fra forsendum notendamidadrar hdnnunar. Fela klasarnir og verkefni
innan peirra ad auki i sér paer aherslur sem hér er getid ad ofan. betta er vert ad hafa i huga par
sem med fjarfestingarverkefninu stafreen umbreyting Reykjavikur er pannig verid ad visa til
mjog umfangsmikils safns verkefnaaf oft dlikum toga sem saman munu umbreyta adferdum
borgarinnar vid veitingu hvers kyns innri og ytri pjonustu, sjalfvirkniveeda marga ferla og flyta
fyrir afgreidslu og akvardanatoku. A sama tima ner stafreen umbreyting borgarinnar yfir
breytingu & allri pjonustu hennar asamt mikilli endurnyjun i upplysingateknirekstri. Hvad
vardar breytingu a ferlum i starfsemi borgarinnar er, eins og adur hefur verid utskyrt, horfta
heildarmynd hvers ferilsoghvada avinningbreytinga honum munifaera notendum ogstarfsemi
Reykjavikurborgar.

Af pessu leidir ad pad er ekki til ein adferd til ad framkvaema fjarfestingarverkefnid heldur parf
ad horfatil hvers hluta pess og meta hvernig best og hagkvaemast er ad leysa hvern patt pess.
pad er pviekkipannigad unntsé ad Gtvista verkefninu i heild likt og stundum er haldid fram
b6 vissulega sé steerstum hluta pess a.m.k. Ut fra kostnadi Gthyst. Pa er rétt ad halda pvi til haga
ad hvorki rikid né Samband sveitarfélaga eru ad nalgast stafreena umbreytingu & pann
heildsteeda hatt sem Reykjavikurborg gerir og mikilvegt er ad hafa pad i huga pegar
aoferdafraedi er borin saman. Adferdin sem borgin notar er miklu tengdari stafraenni
umbreytingu hja storum pjonustufyrirteekjum a bord vid banka, tryggingafélog eda énnur
fyrirteeki sem byggja mikid af afkomu sinni & pjonustu vid notendur.

Svar:

Vid fjarhagsaeetlunargerd vegna aranna 2021-2026 var tekid til hlidar fjarmagn i stafreena
umbreytingu i tengslum vid Grana planid og vidspyrnuaatlun borgarinnar til ad bregdast vid
pbeirri kreppu sem fyrirsjaanlegt var ario 2020 ad myndi fylgja heimsfaraldri Covid-19. Sérstok
ahersla var 1690 & arin 2021-2023 og i raun var verkefnum sem etlad var ad leysa a um 10 ara
timabili pjappad inn a pessi prju ar. Varla parf ad taka fram ad slik uppskdlun mun kalla a
timabundna fjolgun starfsmanna i hvada skipulagsheild sem er og rddast myndi i slika vegferd.
Pad er sidan pannig ad soékum edlis verkefnanna hefur verid horfid fra stifri
langtimadaetlunargerd (e. waterfall) par sem nidurstada eda afurd feest ekki fyrr en vid lok
verkefnis og pvi er frekar studst vid vidurkennda adferd vid verkefnastjornun sem kéllud er
Agile & enskritungu. I peirri adferdarfreedier leitast vid ad gera styttri rammaaztlanir sem mida
ad pviad komavoruedaafurdsem fyrstistarfsemi. Af pessuleidirt.d. ad sifellterendurskodad
hverju er hagkveemt ad Gthysa og hverju innhysa en adsteedur & markadi auk edlis verkefna rada
par mestu hverju sinni. Pa er einnig ljost ad vid lok ataksverkefnisins arid 2023 verdur
naudsynlegt ad lita til pess hvernighaga skuli stafreenum rekstri og frampréun borgarinnar til
lengri framtidar.
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Til frekari upprifjunar er eftirfarandi stutt samantekt um innhald og aeetlad fjarmagn i hvem
verkefnaklasa en ad 6dru leyti er t.d. visad til gagna vegna kynninga i borgarradi a
fjarhagsaestlun PON vegna aranna 2021 0g 2022:

1. Stafreen umbreyting - Rannsoknir og nysképun. Aetlad fjarmagn samtals 34 mkr. &
arunum 2021-2023.
Verkefni i pessum klasa sntast um sokn i rannséknarsjodi Evropusambandsins en pangad var
datlad ad leita studnings vid innleidingu margra af markmidum Grana plansins. | pessum
verkefnaklasa var vid undirbuning fyrst og fremst gert rad fyrir adkeyptri pjonustu. Hér voru
meginverkefnin tv. Annars vegar stuoningur vid umsokn borgarinnar ad komast i hop
kolefnishlutlausra borga Evrépu og hins vegar patttaka i verkefni nokkurra borga i Evrépu um
ad koma & fot nyskopunarhradli ad fyrirmynd Amsterdamborgar (svokallad Start-up in
Residence). begar petta svar er ritad hefur engu fjarmagni verid radstafad i pessi verkefni af
fjarfestingarazetlun. Annars vegar vegna pess ad rannsoknarpjonusta fluttist fra bjonustu- og
nyskdpunarsvidi (PON) til skrifstofu borgarstjéra og borgarritara a arinu 2021 og hins vegar
vegna pess ad mjog litill kostnadur, utan vinnu fasts starfsfolks PON, féll til vid patttoku i
undirbdningi Start-up in Residence (folst i umsokn nokkurra borga i Horizon 2020) og hann var
pess edlis ad hann var greiddur Ur rekstrarramma svidsins. Ad auki hlaut umséknin ekki
brautargéngu innan rannsdknaréaaetlunar Evropusambandsins og pvi var akvedid ad leggja
verkefnid til hlidar.

2. Stafraen umbreyting - rafvaeding ferla - Aztlad fjarmagn samtals 2.710 mkr. & &runum
2021-2023.
Verkefni i pessum klasa snua fyrst og fremst ad umbreytingu & innri starfsemi borgarinnar,
pjonustuveitingu hennar og ferlum pvi tengdu. Hér er um ad reeda pad sem venjulega er nefnt
vidskiptaproun hja fyrirteekjum en hér er ad finnaflest pau verkefni sem akvedid var ad innhysa.
Steerri fyrirteeki a markadi Uthysa almennt ekki vidskiptapréun og pad sama ma segja ad gildi
fyrir opinberar stofnanir. bad kann ad vera hentugt ad akvednum verkefnum sem til verda vid
vidskiptaproun seé uthyst en préunin sem slik er svo natengd kjarnastarfsemi skipulagsheilda ad
naudsynlegt er ad byggja upp pessa pekkingu innan peirra. Annad er baedi of kostnadarsamt og
felur i sér aheettu, baedi fjarhagslega og pekkingarlega. bau verkefni sem tilheyra pessum
verkefnaklasa eru pannig fyrst og fremst innri vinna vid umbreytingu & ferlum og
pjonustuveitingu svida. Hér undir eru starfraenir leidtogar svida asamt innri greiningarvinnu,
stefnumdrkun og umbreytingu. Auk pesseru hér skilgreind verkefni sem verdabodin Gt ad hluta
eda heild eins og t.d Gagnsja, endurskodadar lydraedisgattir og vefpréun.

3. Stafreen umbreyting - Hugbdnadur og ny upplysingakerfi - Aztlad fjarmagn samtals
3.246 mkr. & arunum 2021-2023.
Verkefni i pessum klasa sntast um endurnyjun og préun hugblnadarsafns borgarinnar. I pvi
felst m.a. ad utfasa upplysingakerfum sem kollud eru ,,legacy* kerfi en innleida pess i stad kerfi
med forritaskilum sem maeta peim kréfum sem gerdar eru i dag um samskipti & milli kerfa (e.
Composable 1T). Nanast 6llum verkefnum hér, utan innra utanumhalds og samraemingar er
annad hvort uthyst eda ad pau sntast um innkaup & hugbunadi. Verkefnastofa sem svipar t.d. til
Stafraens Islands heldur pannig utan um innri hluta verkefnanna. Sampaetting er ad mestu unnin
innan hass en hluti vinnunnar er einnig keyptur inn. Hér undir er t.d. innleiding 0365, utfésun
simkerfa og umbreyting & innritunarkerfum.
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4. Stafreen umbreyting - Upplysinga- og gagnastyring - Aetlad fjarmagn samtals 384 mkr. &
arunum 2021-2023.
Verkefni i pessum klasa snuast annars vegar um innleidingu & fyrsta gagnavéruhasi borgarinnar
0g hugbunadi er pvi tengist og hins vegar innleidingu nys skjala- og upplysingastjérnunarkerfis.
Borgin hefur ekki buid yfir gagnainnvioum adur og pvi er hér verid ad natimavada mikid af
innri vinnslu i tengslum vid gogn. Verid er ad byggja upp innri pekkingu & medferd gagna og
skjala med pad fyrir augum ad borgin geti i auknum meeli innleitt sjalfvirkni i kringum medferd
gagna og skjala. Einnig er verid ad nutimavaeda medferd skjala og koma & rafreenum skilum. |
pessum klasa er verkefnum ymist innvistad eda keypt ad.

5. Stafreen umbreyting - Honnun og umbreyting pjonustu - Aatlad fjarmagn samtals 135
mkr. a arunum 2021-2023.
I pessum verkefnaklasa er fyrst og fremst eitt verkefni er snyr ad pvi ad koma 6llum bygginga-
og lagnateikningum sem nu eru eingdngu til & pappir yfir & stafreent form og auk pess ad bua til
nytt pjonustuviomot. Nanast 6llu verkefninu er athyst utan verkefnastjérunar.

6. Stafreen umbreyting - Upplysingataekniinnvidir og notendabtnadur - Astlad fjarmagn
samtals 4.086,5 mkr. a &runum 2021-2023.
pessum umfangsmesta verkefnaklasa stafreennar umbreytingar er ad lang mestu leyti uthyst og
pjonusta eda vorur adkeyptar. Pessi verkefnaklasi snyst um upplysingataekniinnvidi og 6ryggi
peirra i storu samhengi en verid er ad endurnyja mikid af kjarnabunadi s.s. pjéna, beina og
skipta. Einnig er verid ad Urelda kerfi og binad sem stendur i vegi fyrir sjalfvirkniveedingu eda
skapar mannaflafrek verkefni. Einnig eru hér umfangsmikil innkaup & notendabunadi t.d. i
tengslum vid atak i teeknivaedingu skdla borgarinnar at fra markmidum menntastefnu.

Oskad er eftir pvi ad fa allar per greiningar sem hafa verid gerdar vardandi
fjarfestingarverkefnid ,, Stafreen Umbreyting ““ og lagu til grundvallar akvérdun um innvistingu
i stad pess ad bjoda verkid Ut i heild.

Stafreen umbreyting borgarinnar hofst fyrir alvoru eftir sampykkt gildandi pjonustustefnu
hennar og pvi hefur & bjonustu- og nyskdpunarsvidi og forvera pess, skrifstofu pjonustu og
reksturs verid unnid ad motun, stefnumorkun og framkveemd stafreennar umbreytingar fra pvi
seinta arinu 2016. Ljést vard snemma ad ekki var mikid af tilodnum fyrirmyndum fra borgum
eda storum adilum par sem mismunandi stada, astedur, adsteedur, teeknistig og vidskiptamaodel,
svo eitthvad sé nefnt, hefur &hrif & hvada adferdafraedi er valin. Pad er einnig svo ad faar ef
nokkrar borgir hafa unnid ad stafreenni umbreytingu eda nyskopun i stjornsyslu sem heildsteedu
verkefni og pvi voru pad nokkur tidindi pegar Reykjavikurborg stofnadi sérstakt svid um
pjonustu og nyskopun arid 2019. Su vinna sem liggur ad baki peirri adferdafraedi sem
Reykjavikurborg notar vid stafreena umbreytingu er umfangsmikil og byggir & miklu samradi,
samtali og gagnadflun en ekki endilega formlegum utanadkomandi greiningum. Hér eftir fylgir
listi yfir helstu samradsfundi og Urval efnis sem liggur ad baki peirri adferdafraedi sem ni er
studst vid. Tekid skal fram ad listinn er ekki teemandi og naer ekki aftar en til arsins 2017 en
segja ma ad fra peim tima hafi pad verklag sem nu er ad raungerast tekid ad motast. Einniger
sumt efni sem visad er i pess edlis ad ekki er hagt ad setja inn hlekk & pad. Asteedur pess eru
ad hluti efnisins er héfundaréttarvarid & pann veg ad pad er 6heimilt ad birta pad & opinberum
vettvangi.!

L Ath. ad ef ekki er tilgreint sértaekt efni i lista yfir fundi og vidtol pa er umfjollunarefnid almennara og tengist
stafreenni umbreytingu og skipulagi mismunandi verkefna og verkefnastrauma i tengslum viéd hana sem ogannan
rekstur PON.
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Fundir:

No6vember 2017 - Gartner Symposium.

No6vember 2017 - Web Summit

Mai 2018 - Fundur med fulltrdum Arion banka og borgarritara um stafreena umbreytingu &
pjonustu bankans.

Agust 2018 - Vinnustofa med Rainmaking.io

November 2018 - Gartner Symposium.

Januar til oktober 2019 - Styrihopsfundir vegna breytingar & fjarhagsadstod.

JantGar 2019 — Fundur med gov.uk, head of user centered policy design

Mars 2019 — Service design in government - radstefna og vinnustofur i Edinborg

Jani 2019 - Fundur med LSH.

Juni 2019 — Aquia Engage i London, alpjodleg Drupal radstefna og vinnustofur.

Jali 2019 - Fundur med Gartner.

25.-26. september 2019 - Samradsfundir um stafreena umbreytingu hja Cities Today Institute.
pattokuborgir: Amsterdam, Dublin, Rotterdam, Prag, Birmingham, Rome, Almere, Glasgow,
Athena, Riga, Gautaborg, Gdansk, Tampere, Las Palmas de Gran Canaria, Edinborg, Miland,
Lissabon, London, Leeds, Greenwich, Kiev, Bristol, Barcelona auk fulltria fra Cambridge
haskadla.

September 2019 - bekkingarheimsokn til Kaupmannahafnar og Arésa med kjérnum fulltrium
Oktdber 2019 - Gartner Symposium.

No6vember 2019 - Web Summit

November 2019 - Vinnustofa med Gartner.

November 2019 - Fundur med Arion banka.

November 2019 - Fundur og heimsdkn i Landsbankann.

Desember 2019 - Fundir og vinnustofa med Gartner.

Desember 2019 — bekkingarheimsdkn og patttaka i Datalab i Amsterdam

Januar til febrdar 2020 - Vinnustofa med Gartner.

Februar 2020 - Fundur med Per Maahr.

Mars 2020 - Nordic CIO leadership Forum.

Mars til april 2020 - Vinnustofa og radgjafaviotdl med Gartner.

Mai 2020 — Radgjafavidtol og vinnustofa med Gartner - Techbriefing on Cloud Decisions og
Agile and Devops

Mai 2020 - Fundur med LSH.

Jani 2020 - Vinnustofa med Gartner.

25. jani 2020 - Samradsfundir um stafreena umbreytingu hja Cities Today Institute.
pattékuborgir: Amsterdam, Dublin, Rotterdam, Prag, Birmingham, Rome, Almere, Glasgow,
Athena, Riga, Gautaborg, Gdansk, Tampere, Las Palmas de Gran Canaria, Edinborg, Milano,
Lissabon, London, Leeds, Greenwich, Kiev, Bristol, Barcelona auk fulltria fra Cambridge
haskadla.

Jali 2020 - Vinnustofa med Gartner.

Juali 2020 - Vinnustofa og radgjafavidtol med Gartner - Culture Hacking and Operating Model
0g Use 6 Tactics to Help Employees Navigate Change and Thrive in an Ambiguous World.
September til oktdber 2020 - Rédgjafavidtdl og vinnustofa med Gartner - Service Level
Agreements on IT Services og Culture Hacking and Operating Model.

Oktéber 2020 - Fundur med Landsbankanum.

Oktober 2020 - Fundur med islandsbanka.

Oktober 2020 - Nordic CIO Virtual Summit.

Oktober 2020 - Radgjafavidtal med Gartner - Building Successful Transformation Teams.
November 2020 - Gartner Virtual Symposium.


https://www.gartner.com/document/3985920?ref=solrAll&refval=258231347
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No6vember 2020 - jandar 2021 - Vinnustofur med Strategiu radgjof vegna skipulags PON.
No6vember 2020 - Nordic CIO Virtual Summit

JanGar 2021 - Radgjafaviotal med Gartner - Our Journey, Ways of Working

Januar 2021 - Samradsfundir um stafraena umbreytingu hja Cities Today Institute.
pattokuborgir: Amsterdam, Dublin, Rotterdam, Prag, Birmingham, Rome, Almere, Glasgow,
Athena, Riga, Gautaborg, Gdansk, Tampere, Las Palmas de Gran Canaria, Edinborg, Milano,
Lissabon, London, Leeds, Greenwich, Kiev, Bristol, Barcelona auk fulltria fra Cambridge
haskdla.

April 2021 - Vinnustofa med Gartner - Accelerate Upskilling to Accelerate Digital Business.
Mai 2021- Samradsfundir um stafreena umbreytingu hja Cities Today Institute. batttékuborgir:
Amsterdam, Dublin, Rotterdam, Prag, Birmingham, Rome, Almere, Glasgow, Athena, Riga,
Gautaborg, Gdansk, Tampere, Las Palmas de Gran Canaria, Edinborg, Miland, Lissabon,
London, Leeds, Greenwich, Kiev, Bristol, Barcelona auk fulltria frd Cambridge haskdla.

Mai 2021 - Vinnustofa med Gartner - Driving Employee Engagement and Productivity.

Jani til &gust 2021 — Radgjafavidtdl og vinnustofur med Gartner - Collaboration Between The
DevOps Team And The Software Development Team, Consequences for CoR Due to Listed
Challenges og Fusion Teams - A New Model for Digital Delivery.

September til oktéber 2021 - Radgjafavidtdl og vinnustofur med Gartner - Digital Execution
Scorecard (DES), Key Benefits of Insourcing/in-house Software Development, Government or
Smart Cities Insourcing of Software Development og System Administration and Technical
Operations Setup.

Oktdber 2021 - Nordic CIO virtual summit

No6vember 2021 - Vinnustofur med Gartner vegna DES.

Desember 2021 - Fundur borga vidsvegar um Evropu & vegum Eurocities, en i samtokunum
eru 200 borgir i 38 [6ndum, sem koma saman i umbodi yfir 130 milljon ibda.

Tveir stjornendur PON s6ttu nam hja Harvard haskdla fra jandar 2020 til april 2021 sem
nefndist Leading Digital Innovation. Helstu ndmsgreinar voru:

Leading Digital Transformation. o Wardley Mapping.

Assessing Digital Capabilities. o A Framework for Overseeing &
Creating High Performing Teams. Managing Investments in Technology.
Leading Organizational Change. e Privacy, Data and Digital

Managing Innovation through User Transformation.

Design. e Contracting Government Technology
Digital Maturity Model. to the Private Sector.

Becoming Effective Changemakers. e Adaptive Leadership.

Fulltraar fra eftirfarandi borgum toku einnig patt i naminu en stor pattur pess var samvinna og
samstarf par sem morg tekifeeri gafust til ad deila reynslu og &formum:

Amsterdam e Helsinki e Sofia

Apena e Ljubljana e  Stokkholmur
Bratislava e London e Tallin
Brussel e Madrid e Vilnius
Budapest e Nicosia e Varsja
Kaupmannahofn e Prag

Dublin ¢ Riga
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Heimildir:

https://www.bcg.com/publications/2021/accelerating-past-digital-journey-inflection-point

https://www.bcg.com/publications/2021/five-strategies-for-adopting-a-platform-based-it-

organization

https://www.bcg.com/capabilities/digital-technology-data/overview

https://www.mckinsey.com/business-functions/people-and-organizational-

performance/our-insights/unlocking-success-in-digital-transformations

https://www.bcg.com/publications/2021/public-sector-transformation

https://www.mckinsey.com/business-functions/mckinsey-digital/our-insights/welcome-to-

the-digital-factory-the-answer-to-how-to-scale-your-digital-transformation

https://www.bcg.com/publications/2020/changing-business-environment-pushing-end-to-

bureaucracy

https://www.bcg.com/publications/2020/governments-navigate-uncertainty-emerge-

stronger

https://www.bcg.com/featured-insights/how-to/purpose-driven-business

https://www.bcg.com/publications/2020/put-value-creation-at-the-center-of-your-

transformation

Hjalagt:

Gartner: Accelerate Digital for Future-Ready Government - Frameworks for composable tech,
empowered citizens and the future of work.
Harvard Business Review: Digital Transformation Is Not About Technology.

Ritryndar greiningar fr4 Gartner:

Infrastructure Services Sourcing Strategy: Practical Principles for Dynamic Insourcing Versus
Outsourcing, hof. Claudio Da Rold, Vikas Bhardwaj, Guido Repaci

Key Considerations When Insourcing After Outsourcing or When Fulfilling New IT
Demands, hof. Helen Huntley.

Insourcing vs. Outsourcing: From Struggle to Strategy, hof. Cassio Dreyfuss, Lorrie Scardino.
Reuters Insources Software Development Offshore, hof. Dion Wiggins.

Stop Outsourcing and Begin Disciplined Multisourcing, hof. Linda R. Cohen, Allie Young.
Digital Government in Action - What’s Working and Who Is Doing It Well, hof. Dean
Lacheca.

Digital Transformation Requires a Program Office, hof. Joanne Kopcho og Sarah Davies.

End the Confusion About Who Is Accountable for Digital Government, hof. John Kost.

Oskad er eftir ad fa lista yfir radgjafa innlenda sem erlenda sem fullyrt hefur verid ad voru til
radgjafar sem leiddu til peirrar akvérdunar ad innvista verkpattum.

Eins og komid hefur fram hér ad framan hefur verid leitad til fjolmargra adila vardandi radgjof
eda speglun og nokkrar adferdir reyndar vid stafraeena umbreytingu. beaer akvardanir sem teknar
hafa verid vardandi hvernig verkefnid er rekid innan Reykjavikur eru Pbjonustu- og
nyskopunarsvids en per byggja m.a. & peim fundum og vinnustofum sem taldar eru upp hér ad
framan sem og peim straumum og stefnum sem radandi eru & markadi vardandi framkvaemd
pessara verkefnaog endurspeglast m.a. i pvi lesefni sem talid er upp hér ad framan.
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Reykjavikurborg
bjonustu- og nysképunarsvid

En akvardanirnar byggja einnig & reynslu stjornenda svidsins og mati peirra & pvi hvernig hagt
er ad na arangri og hamarka virdi fjarmagns ad teknu tilliti verkefnanna og peirra adstaedna er
rikja & Islandi hverju sinni. Eftirfarandi er listi yfir pa helstu adila sem starfad hafa med svidinu
og forvera pess og hafa haft ahrif a eda komid ad motun verklags vido framkveaemd stafraennar
umbreytingar:

e Bloomberg Philantrophies e Strategia raogjof
e Capacentradgjof e Parallel raogjof
o Cities Today Institute e Syndis

e Gartner Group e Origo

e Harvard haskodli e Advania

o FutureGov

e Microsoft

¢ Rainmaking

Oskad er eftir pvi ad fa sundurlidun & peim lidum sem verda bodnir Gt & arinu 2021, en fullyrt
hefur verid ad 2,7 milljardar fari i innkaup og utbod af verkefninu ,,Stafreen Umbreyting *.

Samkvamt 1. mgr. 23. gr. laga nr. 120/2016 um opinber innkaup skulu 61l innkaup opinberra
adila a vorum og pjénustu yfir 15.500.000 kr. bodin Gt i samraemi vid pau innkaupaferli sem
nanar er kvedid a um i légunum. Samkvemt 14. gr. Innkaupareglna Reykjavikurborgar skal
gera verdfyrirspurn eda beita 6drum innkaupaferlum, pegar aztlud fjarhaed an virdisaukaskatts
er & verdbilinu 5.000.000 — 15.500.000 kr. &n vsk. vegna kaupa & voru og pjonustu. Innkaup
undir framangreindum vidmidunarfjarhaeedum skulu fara fram med gerd samanburdar, sbr. 6.
mgr. 14. gr. Innkaupareglna Reykjavikurborgar.

Stafreen umbreyting & fjarfestingadaetlun Reykjavikurborgar skiptist i svokallada klasa en peir
taka til: rafvedingu ferla, hugbunadar og nyrra upplysingakerfa, upplysinga- og
gagnastyringu,hénnun og umbreytingu pjénustu, og loks upplysingatekniinnvida og
notendabdnadar. Eftirfarandi heimildir hafa verid sottar til borgarrads til ad hefja undirbuning
ad innkaupum, eda Utbodi & pjonustu og bunadi, annad er i undirbdningi. Pegar petta svar er
skrifad eru fimm heimildir til vidbétar i vinnslu:

e Heimild til ad hefja utbodsferli & rafreenu fraedslukerfi fyrir Reykjavikurborg. PON20060017

e Heimild til ad hefja utbodsferli & tolvubinadi fyrir endanotendur i télvuumhverfi
Reykjavikurborgar - PON21040025.

e Heimild til ad hefja Gtbod og innleidingu & alpjonustu & prentumhverfi fyrir alla starfstadi
Reykjavikurborgar. PON21050024

e Heimild til ad hefja kaup og innleidingu a kerfi til ad halda utan um hugbunadarleyfi og bunad
- PON21050027.

e Heimild til ad hefja endurnyjun & netskapum og netskiptum - PON21050028.

e Heimild til ad hefja innleidingu & Microsoft Office 365 & alla starfstadi borgarinnar -
PONZ21050029.

e Heimild til ad hefja tbodsferli & uthysingu télvuvélasala i gagnaver - PON21050030.

e Heimild til ad hefja allsherjar innleidingu & fjarfundarbunadi - PON2105003L.
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e Heimild til ad fara i Utbod og innleidingu a nyju sima- og samskiptakerfi Reykjavikurborgar -
PON21050033.

e Heimild til ad hefja undirbdning, innkaup og innleidingu & Oryggis- og adgangskerfi
stjornsysluhtsa - PON21050034.

e Heimild til ad hefja atbodsferli & rafreenu starfsumsoknarkerfi fyrir Reykjavikurborg -
PON21010028.

e Heimild til ad gangsetja stafraen préunarteymi og hefja verkefni - PON21050021.

e Heimild til ad hefja kaup, innleidingu og préun a gagnavinnslustdd - PON21050043.

e Heimild til ad hefja umbeaetur & vefleegu vidburdadagatali Reykjavikurborgar - PON21050045.

e Heimildtil ad hefjakaup & smidi og uppsetningu & veflaegu skipuriti fyrir vef Reykjavikurborgar
- PON21050046.

e Heimild til ad hefja innkaup & gada- og Oryggiskerfi til ad halda utan um og hafa eftirlit
med heilsu vefsvaeda borgarinnar - PON21050047.

e Heimild til ad hefja uppsetningu & kerfiseiningum fyrir vélpydingar og vinnu vid yfirlestur -
PON21050048.

e Heimild til ad hefja undirbaning, innkaupaferli og innleidingu fyrir innanhusleidarkort
stjornsysluhtisa - PON21050049.

e Heimild til ad hefja kaup & vinnu vid vidhald og proéun & honnunarkerfi Reykjavikurborgar -
PON21050044.

e Heimild til ad hefja undirbining og innkaup & nyjum innri innkaupa- og adgangsvef -
PON21060002.

e Heimild til ad radstafa azetludu fjarmagni i innleidingu & télvum, til umrada fyrir alla unglinga
a unglingastigi grunnskéla. Einnig 6drum bunadi fyrir bérn og starfsfélk i leikskélum,
grunnskolum og fristund - PON21090002.

e Heimild til ad fara i Utbod & verkefninu Atak i teikningaskénnun - PON21040006.

e Heimild til ad hefja innkaup vegna endurnyjunar midlegra innvida - PON21110053.

e Heimild til ad hefja verkefnid vinnsluskra personuupplysinga PON21100048

Pjonustu- og nyskdpunarsvid leitar stodugt leida til pess ad gera innkaup hagkvaemari & sama
tima og gett er jafnraedis, medalhdofs og gagnseis. Svidid er med tvo svokallada ,,.DPS
samninga“, p.e. gagnvirk innkaupakerfi(e. Dynamic purchasingsystem - DPS), sbr.41. gr. laga
nr. 120/2016 sem er skilgreint sem: ,,[r]afrent ferlivid algeng innkaup sem mogulegter ad gera
a almennum markadi pannig ad krofum kaupanda sé fullnagt, enda sé ferlid timabundid og,
medan & pvi stendur, opid 6llum fyrirtekjum sem uppfylla skilyrdi fyrir patttdku i kerfinu og
lagt hafa fram kynningarbod i samraemi vid skilmala.“, sbr. 4. tl. 1. mgr. 2. gr. laga nr. 120/2016.

Fyrri samningurinn, sbr. ,,Utbod nr.1455 — DPS (Gagnvirkt innkaupakerfi) - pjonusta
sérfreedinga vegna notendamidadrar hdnnunar/pjonustuhonnunar var auglystur i september
2019. Innkaup innan samningsins fara fram med lokudum utbodum. batttakendur eru nua sjo.
Prji lokud utbod hafa farid fram & grundvelli samningsins ad fjarhaed samtals rimlega 8,4
milljonir og ma sja yfirlit yfir Gtbodin i fylgiskjali 1. Seinni samningurinn, sbr. ,,Utbod nr.
14704 - Gagnvirkt innkaupakerfi um pjénustu sérfraedinga fyrir pjonustu- og nysképunarsvid
Reykjavikurborgar® var auglystur i september 2020 og felur i sér fjortan tegundir pjonustu, eda
hluta. patttakendur eru ni 45. Innkaup fara framannad hvort i gegnum timakorfur, sem bodnar
eru Uti lokudu utbodi a 3-6 manada fresti, eda i gegnum lokud Utbod. Leid 1 hefur verid bodin
Ut tvisvar og er aztlad ad bjoda ut i pridja sinn i jandar. Nitjan sinnum hefur pjénusta verid
keyptagrundvellileidar 1, af tiu birgjum, samtals azetlad ad fjarhaed ramlega 77 milljonir krona.
Prja lokud farid fram samkvaemt leid 2, samtals ad fjarhaed rimlega 116 milljonir kréna.
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DPS PON nr. 14554 (pjonustuh6nnun)

Greining a porfum
vegna fyrirhugads
utbods &
umsoknarkerfi fyrir
MOS

Greiningarvinna vegna
styrkjagattar

Greiningarvinna vegna
fyrirhugads utbods a
stafreenum lausnum

| |

| seljandi

Dags.

febrdar 2021 Imperio ehf.
névember 2021 Imperio ehf.
september 2021 Imperio ehf.

| Upph>d

617.716

4.284.000

3.570.000

LEID1

Verkefnastofnstjori
innleidingar 4
upplysingastjornunark
erfi Reykjavikurborgar

Kerfisstjérnun og
voktun

Innleiding - Teeknileg
Framlinupjonusta

Uppbyggingara
préunarferlum med
DevOps adferdum

Vidhald & innri vef
Reykjavikurborgar

Eitt hugbunadarteymi i
hugbunadarpréun a
lausn fyrir
nemendainnskraningu

Adstoda
gagnapjonustuvid ad
hanna og uppfera
gagnaarkitektur

Kortlagning UT kerfa
Reykjavikurborgar

|SeUandi

febridar 2021 Intenta

agust 2021 bekking - Tristan hf.
juni 2021 Imperio ehf.

juli 2021 Origo

juli 2021 Sl sp. zo.o

oktober 2021 Codebear

oktdber 2021 GT hugbunadarradgjof
oktéber 2021 Imperio ehf.

32.000.000

79.718.400

2.844.800

7.435.100

313.100

7.400.000

8.500.000

953.880
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Utbodsskrif & midlaegu
adgangsstyrdu
prentutbodi

Utbodsskrif 4
uthysingu Vélasala
Reykjavikurborgar i
gagnaver

Microsoft 365
innleiding —innri
markadssetning

Innri innkaupa- og
adgangsvefur fyrir
Reykjavikurborg

Almannatengslvegna
stafraennar vegferdar
Reykjavikurborgar

Framendaforritun
(ftrun og vidbaetur) a
nyjum vef
Reykjavikurborgar,
fragangureininga i
Storybook fyrir vefinn,
rekstur a Storybook

Kennslumyndband,
rafraen skilriki

Forritari i
préunarteymi fyrir
stafraena verkefnid
Innritun i grunnskéla

Eitt
hugbunadarpréunarte
ymi fyrir stafraena
verkefnid
Fjarhagsadstod-
umbaetur a ndverandi
kerfi

Eitt
hugbunadarpréunarte
ymi fyrir stafreena
verkefnid Radgjafann -
starfsmannagatt

oktdber 2021

oktober 2021

oktober 2021

november 2021

névember 2021

desember 2021

desember 2021

desember 2021

janudar 2022

janudar 2022

Viki ehf.

Viki ehf.

HN Markadssamskipti

Imperio ehf.

HN Markadssamskipti

1X Internet

HN Markadssamskipti

Stafraenar lausnir ehf.
- Sendiradid

Codebear

Codebear

3.200.000

3.200.000

1.155.000

736.000

2.050.000

4.575.000

990.000

8.950.000

7.400.000

7.400.000
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Eitt
hugbunadarpréunarte
ymi fyrir stafraena
verkefnid Radgjafann

iblagatt/Stod janudar 2022 Codebear 7.400.000

LEID 2

Gerd Utbodsgagna - Hannesson.is /

bradlaust net | Gudmundur

grunnskoélum september 2021 Hannesson 970,000- 1,455,000
Framleidandi i

stafraenni

umbreytingu oktober 2021 Maggar ehf. 3,975,000- 5,565,000
Greining 4

leitarmoguleikum i

fundargerdum

(Gagnsja 2.0) desember 2021 Origo 2,217,600-2,956,800

Pa er 6skad eftir sundurlidunverkpatta a priggja aratimabilinu, en fullyrthefur verid ad meira
en 70% verdi bodid at af peim 10 milljoroum sem buio er ad dkveda ad eytt verdi i verkid
., Stafreen Umbreyting *.

Visad er til svara hér fyrir ofan og nedangreinds yfirlits yfir verkefni innan mismunandi
verkefnaklasa. A hverjum tima er metid hvad er hagsteett ad bjoda Gt, Gtvista eda innvista. bvi
askilur PON sér rétt til ad breyta um adferdafraedi vid framkveemd einstakra verkefna eftir
markadsadstedum og fenginni reynslu hverju sinni, Gt fra pvi meginsjonarmidi ad hamarka
virdi pess fjar sem til radstofunar er m.t.t. vaents rangurs.

Klasi Vinnuheiti | Stutt lysing Frumkostn
adar-
aeetlun v,
2021-2023

Rannsoknar | Sérstok tenging vid Graena planid og umsdoknirum | 71 mkr.
-pjonusta Greaenu borg Evropu asamt pviad komast inn i hop
100 kolefnishlutlausra borga. Styrking
rannsoknarteymis med aherslu & timabundna stddu
verkefnastjora eda fjarmagn i
radgjafakaup/utanadkomandi vinnu. Teymid mun
leggja aukna aherslu & ad saekja Evropustyrki med
aherslu a alpjédleg verkefni sem stydja vid stefnur
borgarinnar. Felur i sér aukna pekkingarskopun,
og aukid rannsdknarfjarmagn til borgarinnar.

Rannsoknir og nyskdpun

Stafreen umbreyting -




f
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Chief Start-
up Officer
og Start-up
in
Recidence.

Nyskdpun innan borgarkerfisins ad fyrirmynd
Amsterdamborgar. Askoranir borgarinnar eru
bodnar at til arlausnar fyrir sprotafyrirteeki.
Skilyrdi sett inn um ad fyrirtaeki séu stadsett i
Reykjavik. Frumkvodlar og sprotafyrirteeki eru
tekin timabundid i fostur (1 dag i viku i 2-6
méanudi) og peim bodid ad vinnaad raunhaefum og
skapandi lausnum & peim félagslegu og
umhverfislegu askorunum sem borgin og ibuar
hennar standa frammi fyrir. Borgin veitir
sprotafyrirteekjum vinnurymi, adgang ad
sérfraedipekkingu og tekifaeri til ad framkvaema
tilraunauatgéafur. Ef lausnirnar reynast vel mun
sveitarfélagio skodaad fjarfesta i gangsetningu
pbeirra eda kaupa paer til notkunar. Verkefni eru
unnin i umsjon Chief Start-up Officer sem greidir
leid peirra og er tengill innan borgarinnar eda med
samningi vid hradla. Tengt stefnumdrkun um
nyskopun i borgarkerfinu.

37 mkr.

Stafreen umbreyting -

rafveeding ferla

Lydraedis-
gattir og
fleira

Tillaga mannréttinda- nyskoépunar- og
lydreedisrads R19010390. Umbreyting &
lydraedisverkefnum. Um er ad reeda ferlah6nnun
og hugbunad/vefpréun dsamt innkaupum a
hugbunadarlausnum. Kemur lydraedisverkefnum i
farveg til framtidar og einfaldar viomot peirra
gagnvart notendum.

60 mkr.

Gagnsja,
abendinga-
gatt,
styrkjagatt,
samradsgatt

Tillaga mannréttinda- nyskdpunar- og
lydreedisrads R19030273. Ferlahdnnun fyrir helstu
ferla. Teeknivinna vegna Gagnsjar og tenging vid
HI6du og 6nnur upplysingakerfi.

96 mkr.
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Stafreen
bréunar-
teymi

Til ad auka hrada i stafreenni umbreytingu eru
stofnud sex préunarteymi og eitt stodteymi peim
til studnings. Teymunum er &tlad ad stefna ad pvi
a0 fara i gegnum 84 pjénustu- og umsoknaferla
hja borginni a premur arum. Til ad tryggja
vinnsluhrada og framgang teyma er kemur ad
stafreenni umbreytingu inni i borgarkerfinu parf
stodteymi i kringum teymin. Teymin rydja
hindrunum Ur vegi og veita radgjof og adstod inn &
svid. Til pess ad tryggja skilvirkni, skyrt
eignarhald og samraeemda syn parf starfreena
leidtoga inn & 611 svid borgarinnar sem starfa ndid
med stafrenni Reykjavik og yfirstjorn svida.
Markmid ad hrada stafreenni umbreytingu &
svidum borgarinnar med avinning ad umbreyta
ferlum og hrada virdisaukandi verkefnum. Um er
ad reeda blondud teymi af timabundnum
starfsmdnnum og adkeyptri vinnu og pjonustu.

2.394 mkr.

Vefproun

Umfang vefpréunar hefur margfaldast undanfarin
arenidag hefur PON umsjon med 470 vefjum
borgarinnar, préun peirra, innleidingu og
eftirfylgni. Verkefnid framundan er ad klara itranir
anyjum vef borgarinnar Reykjavik.is og Minum
sidum. Einnig ad gangsetja prounarferli a nyju
RVK-appi og leysa margar undirliggjandi
askoranir eins og t.d. upplysingagjof til
leikskolaforeldra asamt fjoImoérgum 6drum
vefverkefnum er bida urlausnar. Afurd verdur m.a.
samraemd uppbygging & vefumhverfi borgarinnar.

160 mkr.

Stafren
stefnu-
morkun
borgarinnar

NU eru til nokkrar gildandi stefnur t.d. stefna um
nytingu upplysingatekni en pad vantar adrar eins
0g gagnastefnu, afritunarstefnu, skyja og
teeknihdgunarstefnu og vefstefnu svo eitthvad sé
nefnt, til ad fylla upp i heildarmyndina. pad er
naudsynlegt ad hafa skyrar stefnur i stafraenni
vegferd pvi er asteda til ad vinna stafreena stefnu
borgarinnar med itarlegum kéflum sem gefur
heildarmynd af kréfum og porfum borgarinnar i
stafraeenni framtid. Utkoman verdur heildraena
stefna fyrir upplysingatekniinnvidi og stafreena
umbreytingu til lengri tima.

15 mkr.
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Vinnsluskra | Sbr. tilmeali fra personuverndarfulltria 22 mkr.
persénu- borgarinnar. Samraema parf vinnsluskra
upplysinga | persénuupplysinga hja borginni med smidi
sameiginlegrar skrar. EkKi er i dag til stadar nein
formkrafa um hvernig vinnsluskrain skuli sett
fram eda hvada adferd skuli notud vid gerd
hennar. Svidin og stofnanir hennar &kveda pvi
fyrirkomulag skrarinnar sjalf; hvort sem pader
gert med pvi ad hafa yfirlit i formi skriflegs skjals,
Excel skjals, eda med 63rum haetti. [ upphafi fer
fram vidamikil greiningarvinna og samraeming
aoferda og ferla milli svida. Samreeming skraa yfir
vinnslu persénuupplysinga hja borginni & pessu
stigi er mikilveeg upp & hagraedi til framtidar.

Stafreen umbreyting - Hugbunadur og ny

upplysingakerfi

Ny pad er stodug aukning a umséknum vegna nyrra | 2.100 mkr.
upplysinga- | upplysingakerfa og barustt.d. 140 umsoknir fréa
kerfi 6llum svidum borgarinnar um fjarmégnun

Hugbunad- | verkefnafyrir &rid 2020. Verkefnum fyrir arid
arsafn Rvk | 2021 var forgangsradad i samraemi vid stefnur
borgarinnar, aherslur svidaog sérteekar aherslur
sem eru fyrir hendi. Til vidbotar vid stor verkefni
sem komu til framkvemdad &rinu 2019 og 2020
og halda parf &fram med, verdur 16gd ahersla &
verkefni sem uppfylltu 611 skilyrdi & arinu 2020 en
ekki voru til audlindir fyrir. P4 verdur skapad rymi
fyrir forgangsverkefni sem 6skad var eftir a arinu
2021. Teeplega helmingur fjarmagnsins er &tlad til
verkefnasem pegar eru i framkvemdarferli og
teeplega helmingur pess til nyrra verkefna sem
Oskad var eftir a arinu 2020 en ekki var haegt ad
koma i framkvamd. pa er fratekid fjarmagn vegna
verkefnasem komainn & &rinu 2021 og purfaad
vera i forgangi.

Office 365 | Innleiding a Office 365 hja 6llu starfsfélki 605 mkr.
borgarinnar. Starfsfolk og stofnanir purfa ad hafa
adgang ad nyjustu utgafu af Office og geta nytt
pad tdl til samvinnu i hinum ymsu verkefnum
innan svida og pvert & svid borgarinnar sem og vid
utanadkomandi adila. Teams er stor pattur i
pessari innleidingu og pykir pad vera mikilveaegt
tol til samvinnu baedi innanborgarinnar en lika vid
ytri adila. Hluti notenda borgarinnar er kominn
med Office365 leyfi og naudsynlegter ad klara
innleidingu. Um er ad reeda mjog stdra breytingu &
Microsoft leyfastraktar borgarinnar. Mikilveegt er
ad buid verdi til kennslu- og fraeedsluefni fyrir
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notendur. Ad auki er pad mikilvaegt ad notendur
geymi gognin i skyinu frekar en & eigin vélbdnadi
eda & heimasvaedum. petta er einnig naudsynlegur
pattur i studning vid stafreena vegferd. Dregid ar
mikilvaegi midlaegs bunadar i rekstri PON sem
kominn er til ara sinna. Minnkar teekniskuld og
porf fyrir fjarfestingu i midleegum bunadi. betta
mun t.d. til lengri tima losa diskaplass i
gagnastaedum borgarinnar um 12TB af gégnum
auk kostnadar vio dryggisafritun. Eftirlit og
rekjanleiki med gognum og medferd peirra verdur
betri og tengingar a milli kerfa einfaldari.

Nytt sima-
09
samskipta-
kerfi

Hefdbundnir bordsimar og landlinur eru & hradri
utleid og hefur Mila t.d. hafid pad ferli ad loka
akvednum hlutum kerfisins. Ljést er ad umtalsvernt
hagraedingartaekifeeri til lengri tima skapast vid ad
innleida nytt sima- og samskiptakerfi sem stutt
getur vid natima samskipti pvert a alla borgina.
Vid slika breytingu sparast mikil vinna vid ad
vidhalda og samraema per 72 simstédvar sem i
rekstri eru og simanumer peirra en einnig opnast
moguleikar & ad nota ,,softphones* tolvusima
meira, tengja simandmer vid starfsfolk,
hringihOpa, bidradir, pjonustu- og skiptibord sem
geta 0ll talad saman og verid mald med
samraeemdum heetti. | fyrsta sinn yrdi haegt ad
tryggja ad simanumer og tengilida upplysingar alls
starfsfélks veeru skradar & einum stad og birt &
innri vef til ad greida fyrir samskiptum. petta
verkefni midar ad pvi ad leita leida til ad draga ur
innvidakostnadi vid hvern sima og fjélga
tolvusimum svo ad starfsmenn borgarinnar geti
betur nytt hagsteeda samninga borgarinnar vegna
simanumera.

100 mkr.

Samremd
nemenda-
skraning

Gerd oginnleiding & samraeemdri
nemendaskraningu fyrir alla nemendur i leik- og
grunnskélum borgarinnar. | dag eru nokkur kerfi i
notkun fyrir grunnskéla, leikskola og fristund.
Kerfin eru m.a. ekki sampeett fjarhagskerfum
borgarinnar pannig ad hver fjolskylda feer marga
reikninga, sérstaklega ef bérnin ganga i
mismunandi skéla i borginni. Porf er 4 ad breyta
pessu og samraeema med notendamidada pjonustu
ad leidarljosi. Breyting & nemendaskraningu gerir
flutning barna & milli skélastiga audveldari pannig
a0 saga peirra fylgi peim, han dregur einnig ar
ymissi 0vissu og breytir miklu i bakvinnslu.

400 mkr.




f

Reykjavikurborg

bjonustu- og nysképunarsvid

Innanhus-
leidarkort

Leidsogukort fyrir stjornsysluhds mun audvelda
folki ad rata i hisunum og auka adgengi
hreyfihamladra med pvi ad synahverniger best ad
komast fra A-B hvort sem viokomandi er feer um
a0 taka stiga eda ert bundin vid ad nyta lyftur
hussins. Dregur einnig ar ménnunarporf i
afgreidslu og audveldar sjalfvirkni.

11,5 mkr.

Husum-
sjonarkerfi
09
hugbunadur
fyrir
skilvirka
rekstrar-
pjonustu

Um er ad reda kerfi sem heldur utan um rekstur,
vidhald stjérnsysluhisaog veitir yfirsyn yfir
birgdastodu. Med skilvirku kerfi og forgangsrodun
verkefnamaé nyta fjarmagn og mannaud betur.
Auk pess er notendamidud pjonusta vid starfsfolk
borgarinnar mikilveeg. Gott og notendamidad
beidnakerfi skiptir 6llu i upplifun notanda
pjonustunnar og stada mala sé skyr i allri umgjoro
innri pjonustu . Felur lika i sérendurhénnun &
ferlum til ad standa undir veentingum
framtidarinnar um pjénustustig.

22,5 mkr.

Stafreen umbreyting - Upplysinga- og

gagnastyring

Hladan

Innleiding HI6dunnar, nys
upplysingastjornunarkerfis Reykjavikurborgar
heldur &fram en gangsetningu hennar seinkadi
m.a. vegna Covid. Verkefnid er eitt mikilvagasta
umbreytingarverkefni borgarinnar pessi misserin.
Hladan mun breyta daglegu vinnulagi starfsmanna
til framtidar og rydja ar vegi hindrunum sem
standa i vegi fyrir ymiss konar sjalfvirkni. I
kerfinu verda 61l skjol vistud auk pess sem kerfid
bydur upp & ymsa moguleika til 6flugrar
verkefnastjornunar. Nokkurraara atak i
skjalamalum, hégun, stjérnun og verkaskiptingu,
pvert & alla borgina mun til lengri tima spara
margfalt pad fjarmagn sem i atakid verdur sett,
baedi hvad vardar 6ryggi gagna, traverdugleika og
betri stjornun og medferd personugreinanlegra
gagna.

264 mkr.

Gagna-
vinnslust6d
(e. data
science
platform)

Eitt af storu skrefunum i stafreenni vegferd
borgarinnar er ad préa gagnalandslag i fyrsta sinn.
Stor lidur i pvi er ad koma gagnahugbinadi (s.s.
gagnavinnslur, kéda, malabord og téIfraedilikon)
sem proadur er innan borgarinnar i rekstur &
midleegum stad. betta er gert med pvi ad setja upp
gagnavinnslustdd par sem hagt er ad keyra opinn
hugbunad, i sama préunar-og rekstrarumhverfi og
er til stadar hja PON. Med pessum hatti verdur
ferillinn fra proun ttil rekstrar i sama farvegi og er

90. mkr.
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til stadar fyrir annan hugbunad hja borginni.
Gagnavinnslustddin er mikilvaegur stokkpallur
fyrir PON til ad koma vérum sinum og hugbunadi
hratt og 6rugglega i rekstur og par med styrkja
stafrena umbreytingu borgarinnar. PON
framkveemir margar af umfangsmestu greiningum
a gognum innan borgarinnar. pad er pvi mikill
hagur i pvi fyrir borgina ad gagnapjénustan vinni
sina vinnu a traustum vettvangi sem adlagast vel
ad tekniumhverfi borgarinnar til ad geta komid
virdisaukandi lausnum i rekstur hratt og
orugglega. Byggir a voruhusi gagna.

Stafreen umbreyting - Honnun og umbreyting pjonustu

Voruhus Nadist ekki ad klara innan ars. Sampykkt i 30 mkr.
gagna. borgarradi 28.05.2020. R20030002

Ataks-

verkefni

vegna

COVID-19

Atak i Mikil eftirspurn eftir teikningum & rafreenu formi | 135 mkr.
teikninga- | af notendum, baedi almenningi, idnadarménnum,

skonnun borgarstofnunum og 6drum hagsmunaadilum.

Innskdnnun teikninga er brynt verkefni en mikill
fjoldi teikninga hefur ekki verid ferdur & stafraent
form og pviadeins adgengilegur i pappirsformi.
Mikilveegt er ad koma 6llum teikningum a vef
borgarinnar og gera adgengilegar 6llum. Ad
skdnnun teikninga lokinni verdur einungis tekid
vid teikningum med rafreenum heetti hja borginni.
Verkefnid snyr ad a) sérteikningum sem geymdar
eru i skjalageymslu i Hofoatorgi, b)
raflagnateikningum sem geymdar eru i
Borgarskjalasafni, skanna, skraog setja & vef og
ganga fra i umbuadir til framtidarvardveislu og c)
feera upplysingar og rafreen skjol inn i Scope,
umsyslukerfi Borgarskjalasafns. Stafreent adgengi
tryggir jafntadgengi allra og felur i sér
umtalsverda hagraeedingu fyrir fagadila s.s.
byggingaridnadinn, og borgina til framtidar.
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Stafreen umbreyting -

Upplysingateekniinnvidir og notendabtnadur

Orygoi
upplysinga-
teekni-
innvioda |

Bryn naudsyn er ad bregdast vid nyjum kréfum
um gagnaoéryggi. Hagkvaemast og jafnframt
oruggast er ad leggja nidur télvuvélasali i
kjollurum stjornsysluhtsa Reykjavikurborgar og
feera gogn og kerfi af naverandi gagnageymslum
og netpjonum yfir a nyjar gagnageymslur og
netpjona igagnaveri. Sérteekur banadur sem ekki
er haegt feera yfir & nyjan télvubinad yrai fluttur i
sama gagnaver. Agett frambod er komid af
gagnaverum & landinu svo sem i Hafnarfiroi,
Reykjanesbe, Blondudsi og i Reykjavik en 6l
bj6da pau upp a ad hysa binad sem og hysingu a
eigin bunadi. Pettaer lidur i ad verja kerfi og paer
upplysingar sem Reykjavikurborg vardveitir fyrir
6llum 6gnum, innri og ytri, hvort sem peer eru
tilkomnar af 4setningi, galeysi eda slysni.

205 mkr.

Oryqgi
upplysinga-
tekniinnvio
all

Bryn porf er 4 ad endurnyja lagnaskapa sem hysa
netskipta &samt ad setja midlaeega adgangsstyringu
a alla netskapa pannig ad peir uppfylli krofur um
oryggi. Fjolga parf einnig netskiptum semi dag
eru helsti floskuhalsinn i Gtbreidslu
fjarfundablnadar og megin orsok truflana a
netsamskiptum en netskiptarnir rada hradanum i
netkerfi borgarinnar. betta verkefni Gtheimtir
mikla vinnu med m.a. adkomu idnadarmanna vid
a0 leggja nyjar lagnir og setja upp nyja skapa,
oryggissérfraedinga vardandi adgangsstyringu a
skapunum, verkefnastjora vid ad greina verkefnid
og halda utan um innleidingu og
upplysingateknisérfreedinga vid greiningu og
uppsetningu bunadar.

350 mkr.

Allsherjar-
innleiding
fjarfunda-
bunadar

Mikilveegt er ad teekni & bord vid fjarfundabunad
nai til sem flestra starfsstada borgarinnar. I pvi
felst ekki einungis hagreaedi er vardar ferdakostnad,
mengun og umferd heldur einnig umtalsverdur
timasparnadur. Tryggja parf fyrst og fremst ad
starfsemi og pjonusta borgarinnar haldist 6rofin
hvad sem & bjatar. Komid hefur i 1j6s ad
starfsstadir borgarinnar eru misvel bdin undir paer
breytingar sem peir hafa purft ad takast a vegna
pbess astands er Covid hefur skapad sidan snemma
ars 2020. Mikilveaegt er ad huga ad peim pattum
sem skipta mali til pess ad fjarfundir skili &rangri.
Orugg og skilvirk samskipti skipta miklu mali
pegar starfsmenn starfa i dreifdu vinnuumhverfi.
Einfalt notendaviomot fyrir fundarstjorasem og

120 mkr.
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gesti er mjog mikilvaegur pattur. Einnig 6ryggi i
formi adgangsstyringar, t.d. rafraenar
audkenningar til ad tryggja ad peir sem koma inn &
fundinn séu peir sem peir segjast vera. Pa er gdour
fundarbunadur einnig lykilatrioi.

Alpjonusta
Vio prent-
umhverfi

[ dag rekur PON rdmlega 1.300 prentara. Par af
fimm prentpjonasem stjorna teeplega 900
nettengdum prenturum. Til vidbotar eru rimlega
350 prentarar sem eru 6druvisi tengdir.
Umhverfid sem byggst hefur upp yfir aratugi
skapar flokin innkaup, rekstur, vidhald og eftirlit
med kostnadi. Med pviad semja um alpjonustu
vid prentumhverfid verdur kostnadarvitund meiri,
innkaup audveldari og fyrsta skrefid yrdi tekid ad
innleidingu a adgangsstyrou prentskyi. Verkefnid
bestar medhondlun fjarmunaog avinnings.
Eingdngu er greitt eftir & fyrir notkun, i stad pess
ad fara i fjarfestingar i banadi og rekstrarvérum
med tilheyrandi ryrnun, afskriftum og annarri
6hjakveaemilegri séun.

50 mkr.

Blnadar-
kaup

Hér allur notendabinadur borgarinnar undir og
mikilvaegt ad draga ekKki ar fjarfestingu enda
fjolgar teekjum i rekstri stodugt og par med
endurnyjunarpdrf. Almennur télvubinadur a
atstodvum (mestmegnis fartélvur) endist almennt i
fjogur til fimm ar an vandraeda. Endurnyja parf
25% ad medaltali arlega svo ekki skapist hali sem
erfitt verdur ad vinna upp. Pjonustupungur
bunadur s.s. vegna aldurs er mjog kostnadarsamur
og er utfosun hansfljot ad borga sig. Almennter
brounin einnig sd ad Gtleida bordtolvur i sifellt
sterri hluta starfseminnar. pad hefur t.d. syntsig i
Covid faraldrinum ad fartélvur eru betri kostur i
fleiri verkefni en &dur var talid en eins og kunnugt
er hefur starfsfolk purftad vinnaad heiman i
auknum mali og pa er mun einfaldaraog édyrara
ad viokomandi hafi fartélvu frekar en bordtélvu.
petta mun hafa ahrif & hvernig teekniumhverfi
borgarinnar er samsett og gera PON erfidara um
vik vid ad koma bortélvum sem skilad er inn aftur
notkun. Spjaldtélvur, Chromebakur og simar

2.200 mkr.




f

Reykjavikurborg

bjonustu- og nysképunarsvid

munu verda vinselli vinnutaeki, serstaklega pegar
heegt verdur ad hljodrita (diktera) inn texta i stad
vélritunar. Mikilveegt er ad astand og afkastageta
bunadar sé gdd svo ad bunadur hamli ekKki
framleioni starfsfolks. pa parf bunadur almennt ad
vera tiltélulega nylegur svo ad hann geti vel unnid
med og tengst 6drum bunadi.

Sérstok
blnadar-
kaup SFS

Forsendur framprounar i notkun upplysingateekni i
0llu skéla- og fristundastarfi byggir a breyttum
starfs- og kennsluhattum par sem stafraen haefni
kennara og barna er i forgrunni. Adgerdirnar
byggja ofan a pa miklu og merkilegu prouni
notkun upplysingataekni sem einkenndi

skola- og fristundastarf vorid 2020 og 1690 er
serstok ahersla & ad tryggja umsjon, utanumhald
0g studning vid leerdomssamfélag i hverjum
grunnskola og leikskola. Verkefnid skiptist i
eftirfarandi peetti: 1) [ 36 grunnskdlum er gert rad
fyrir uppferslu bdnadar fyrir fagfolk og
vidbotarbunadi fyrir nemendur a unglingastigi sem
og nemendur med sérstakar parfir. 2) [ 63
leikskolum er gerd r&d fyrir auknum banadi fyrir
fagfolk, p.e.ad leikskolastjorar,
aodstodarleikskolastjorar, sérkennslustjérar og
deildarstjorar hafi télvu til umrada i starfi sinu. 3)
Pridji hlutinn felst i auknum studningi innan leik-
0g grunnskola vid notkun stafreennar teekni og
bunadi fyrir prounarstarfi & yngri stigum
grunnskola. Eins er gert rad fyrir kostnadi vid
midlun og fjarkennslubdnad, studning vid stafraent
fristundastarf, personuverndarmal og starfspréun
med fjolbreyttum leidum. Adgerdin stydur vid og
flytir fyrir frampréun nams- og kennsluhatta i
Reykjavik.

733 mkr.
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Midlaegur Endurnyjunarporf fyrir midleegan banad (ad 300 mkr.
bunadur og | undanskildum kostnadi vid ad flytja kerfis- og
netbunadur | gagnahysingu i gagnaver eda skyjapjonustur) er
mikil og einkum tilkomin vegna veldisvaxtar i
gagnaflutningum innan og utan kerfis. Naudsyn er
ad vidhalda 6flugum innvidum netkerfis og
midlegu teeknilegu umhverfi t.d. fyrir fjarhags- og
mannaudskerfi og dnnur eldri kerfi.
Sjalfvirkni- | Teekniskuld hefur safnastupp a mérgum arumog | 40 mkr.
veaeding handvirkni er ordin mikil og pvi er naudsynad
upplysinga- | fjarfesta i kerfum og bunadi sem safnar
teekni- sjalfvirkum upplysing um hvada bunadur og kerfi
innvida eru i notkun & innra neti borgarinnar og na pannig
borgarinnar | yfirsyn og minnka handvirka vinnslu vid gerd t.d.
gjaldskrar, hugbldnadarleyfaog yfirlit yfir
tolvubunad. Alls kyns leyfadttektir eru ordnar
algengar og fela i sér gridarlega fjarhagslega
ahaettu ef ekki er rétt & haldid vardandi leyfi og
annad pvi tengt.
Sjalfvirkt Innleidingar a eftirlitskerfi sem bidur upp & séfnun | 53 mkr.
eftirlit og 0g greiningu & infrastraktur/platform/net/6ryggis
oryggiskerfi | og fl. loggum og eventum, dashboarding,
med preemtive monitoring med notkunin & ML og Al
upplysinga- | lausnum gefur naudsynlega yfirsyn, rekstrar- og
teekniinn- gagnadryggi. Slikt eftirlitskerfi er forsenda fyrir
vioum stafreena umbreytingu og rafvaedingu ferla par sem
borgarinnar | ekkiibodilengur ad mela einungis CPU,
minnisnotkun og fl. slikt i tolvubanadi - hluti af
stafrenni umbreytingu er melanleiki ferla.
Naudsynlegt til ad sja heilsu og yfirsyn yfir
upplysingatekniinnvidi i borginni og virkni peirra
i rauntima.
Umbhverfis- | Unnid verdur ad pvi ad komamagntélum ar 22,5 mkr.
stjornun rekstri inn i stafreent kolefnisbokhald svo vinna

stjornsyslu-
husa

megi ad gagnadrifinni umhverfisstjérnun hdsanna
med markmid borgarinnar um kolefnishlutleysi ad
leidarljési. Undir petta fellur medal annars
innleiding & gagnvirkum meelum (s.s. fyrir hita,
vatn, loftgedi) og gagnatengingum vid
lykilmelikvarda rekstrar stjérnsysluhusa (s.s.
argang).
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Adgangs- Heilsteett adgangs- og oryggisstyringarkerfi fyrir | 50 mkr.
og Oryggis- | stjornsysluhus borgarinnar er mikilveaegur hluti i ad

styring tryggja 6ryggi starfsmanna og gesta hassins.
stjornsyslu- | Adgangskerfi husanna eru komin til ara sinna og
husa standast ekki natima kréfur. Samningar vegna

kerfana eru einnig ad komast a endurnyjun. Med
endurnyjun og sameiningu adgangskerfa B12-14
0g Radhussins med nyrri tekni méa spara badi
umsyslutima og plastnotkun i kortum sem gjarnan
tynast.

Med ofangreindu naest heildarnalgun og markmid i 6ruggum og areidanlegum
upplysingatekniinnvioum sem hagt er ad stjorna a einfaldan og skilvirkan hatt.

Virdingarfyllst,
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Oskar J. Sandholt,
svidsstjori Pjonustu- og nysképunarsvids




Stafraent island

Stefna um stafraena
bjonustu hins opinbera




Sy

fsland er medal allra fremstu pjéda heims & svidi stafraennar
pjonustu. Stafreen pjonusta er notud til pess ad skapa oflugt
samfélag med aukinni samkeppnishafni sem leidir til
verdmaetaskopunar og myndar grundvoll hagseaeldar. Stafraen

bjonusta er skyr, 6rugg, einfold og hradvirk. Upplifun notenda af
bjonustunni stenst samanburd vid pjonustu eins og hun gerist best.
Almenningur og fyrirtaeki i landinu komast beint ad efninu, hvar og
hvenasr sem er, sem sparar dyrmastan tima folks. Jafnframt minnka

ahrif pjonustunnar & nattaruaudlindir.
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Markmiod og aherslur



e Aukin samkeppnishafni e Oruggari innvidir

® Betri opinber pjonusta ® Nutimalegra starfsumhverfi




Aukin samkeppnishaefni:

Almenningur og fyrirtaeki geti nytt méguleika stafraennar pjénustu og innvidi
hins opinbera til aukinnar nysképunar, verdmaetaskdpunar og lydraedislegrar
patttéku.

Aherslur:

® Almenningur og fyrirtaeki hafa greidan adgang ad upplysingum sem opinberir

adilar bua yfir og varda vidkomandi.

® Samfélagid hefur pekkingu og kunnattu & méguleikum taekninnar, svo sem
stafraenna pjonustuleida og gervigreindar.

® Moguleikar stafreenna innvida eru nyttir til ad auka lydraedislega patttoku med

gagnvirkni og samradi vié almenning.

® Gogn hins opinbera eru adgengileg og hagnytt ad teknu tilliti til

personuverndarsjonarmida og sampykkis einstaklinga.

® Stafreen pjonusta og nyjar lausnir eru proadar i samvinnu vid ficlbreyttan hop
fyrirteekja og sérfreedinga, medal annars med hagnytingu opins hugbunadar.

® |oggjof gerir rad fyrir stafreenni pjénustu og samskiptum.

Opinn hugbinadur og vefpjonustur a bord vid rafreenar pinglysingar
skapa grundvéll ad auknu gegnsaei, yta undir nyskdopun og brua bil
milli stjornsyslu og einkageira.




Betri opinber pjonusta

Almenningur og fyrirtaeki hafi jafnt adgengi ad framurskarandi opinberri

bjdnustu sem er veitt Ut fra porfum notenda a skilvirkan og hagkveeman hatt.

Aherslur:

Stafraen pjonusta er adgengileg samfélaginu 6llu og logud ad porfum

mismunandi hopa.

® Stafraen samskipti, i gegnum Island.is, eru megin samskiptaleid hins opinbera

vid almenning og fyrirtaeki.

® Meginreglan er ad einungis purfi ad skra gégn einu sinni i samskiptum vid hid

opinbera og ad gogn ferdist & milli stofnana i stad folks.

® Rekstur vefkerfa og stafreennar pjonustu er hagkveemur og uppfyllir haestu

mogulegu oryggisskilyradi.

® Vefpjonustur og gagnaflutningslag hins opinbera er samraemt Ut fra tazknistefnu

fsland.is.

® Samhaefing og hagkvaemni hugbunadarlausna er tryggd.

Stafrzen umsdokn um faedingarorlof, 6kuskirteini og ymsar
sjalfsafgreidslulausnir tryggja hradari og betri opinbera pjéonustu.

Q




Oruggari innvidir

Upplysingataekni verdi hagad a 6ruggan, skilvirkan og hagkveeman hatt i °
gegnum trausta innvidi sem maeta baedi krofum almennings til grunnpjoénustu

stofnana og studla ad auknum sveigjanleika opinberrar pjonustu.

Aherslur:

® Vinnubrogd i rekstri upplysingateeknikerfa eru 6gud og byggja a alpjédlegum
stodlum.

®  Oflugir innvidir & svidi taekni stydja vid markmid um dryggi, skilvirkni og

nyskopun.

® (Oruggasta teekni  gagnaflutningi og adgangsstyringu ad upplysingum er hagnytt.

® Upplysingar hins opinbera eru avallt medhondladar Ut fra vidkveemni- og

oryggisstigi peirra.

® Grunnkerfi hins opinbera byggja a stédludum lausnum, sem vidteek pekking og

reynsla er af.

Flytjum gogn en ekki folk

Tenging stofnana vid Strauminn (X-road) tryggir 6ruggan og rekjanlegan
flutning gagna.



Nutimalegra starfsumhverfi

Opinberar stofnanir bui yfir nyjustu taeknilausnum og natimalegu starfsumhverfi
sem hvetur til framprounar og sveigjanleika og er grundvollur betra og
skilvirkara vinnuskipulags. Jakveaett hugarfar rikir gagnvart tackifeerum

nutimalegra starfshatta.

Aherslur:

® Opinberir starfsmenn hafa haldbaera pekkingu, haefni og faerni til ad vinna i

stafraenu starfsumhverfi og vinna ad stédugum umbotum og nyskopun i starfi.
®  QOpinberir vinnustadir vinna i samraemdum skrifstofuhugbtinadi.
® Starfsmenn vinna i verkefnamidudu starfsumhverfi.

® Moguleikar nyjustu teekni, svo sem sjalfvirknivaedingar, eru ad fullu nyttir med
abyrgum heetti.

Hid opinbera nyti lausnir a bord vid rafraenar undirritanir,
fijarfundatsekni og adrar framleidniaukandi lausnir til ad bzeta
vinnumhverfi og veita betri pjonustu.




Tilefni stefnumotunar

A sama tima og veentingar folks til pjénustu hafa aukist skapast stér taekifeeri til ad beeta
pjonustuupplifun notenda med aukinni stafraenni pjonustu. Sidustu misseri hefur stafraen
bjénusta proast hratt & fslandi & grunni stefnu stjérnvalda og peirra sterku innvida sem byggdir
hafa verid upp. Efling stafreennar pjonustu er eitt af forgangsmalum stjérnvalda og mun stefnan
leggja grunn ad pvi ad Island verdi & medal fremstu pj6da heims pegar kemur ad stafraenni
opinberri pjénustu.




Efling stafraennar pjonustu er eitt af forgangsmalum
stjornvalda

Stefna um stafraena pjonustu er umgjord um syn og aherslur hins opinbera um hagnytingu
upplysingatackni og stafraennar hjonustu til ad veita framarskarandi pjonustu med druggum hastti.
Stafraen pjonusta a ad na til alls samfélagsins sem og baeta hjonustu vid ihua utan pétthylis og stydja vid
alla pa sem eiga erfitt med ad nalgast bjonustu. Med pvi ad hafa helstu hjonustu hins opinbera
adgengilega a Island.is er verid ad koma almenningi og fyrirtaekjum beint 1 pa bjonustu sem leitad er ad.
Markmidid er ad einstaklingar og fyrirtaeki geti leyst Gr sinum malum med sjalfsafgreioslu, ad stafraen ferli
spari ferdalog folks milli stada og tryggi oruggan flutning gagna milli stofnana. Slikt kemur bé ekki 1 veg
fyrir ad pjonustan sé veitt med adrum haetti samhlida og pannig komid til mots vid parfir mismunandi

hopa samfélagsins.




Stafraen samskipti verdi megin samskiptaleid hins opinbera
vid almenning

Stafraen pjonusta audveldar opinberum adilum ad veita natimalega og skilvirka opinbera pjonustu. Med
bvi ad sameina pjonustu opinberra adila a island.is geta opinberir adilar nytt sér lausnir sem eru
hannadar med parfir beirra ad leidarljosi sem flytir fyrir innleidingu stafreenna lausna og kemur 1 veg fyrir
tviverknad. Stafreenar lausnir auka skilvirkni vinnustada og gera pad ad verkum ad haegt er ad sinna

verdmaetari verkefnum i meira meaeli og baeta pannig pjonustuna eda auka hagkveemni hennar.

Stefnunni er jafnframt atlad ad mida ad styrkri samkeppnisstodu Islands, fiolga starfum 1
bekkingaridnadi, baeta stafraena haefni almennings og auka hagszeld med nyskopun og skilvirkara
samfélagi. ba mun efling stafraznnar pjonustu skila hagraedingu i rikisfjarmalum og minnka ahrif

opinberrar starfsemi a umhverfid.




Leidandi stefna i 6flugu erlendu samstarfi

Stefnan er leidandi fyrir adrar opinberar stefnur sem og stefnumarkandi akvardanir a pessu svidi. Han var
unnin i samradi vid helstu hagsmunaadila asamt pvi ad drog ad stefnunni voru birt | samradsgatt
stjornvalda. Logd verdur sérstok dhersla a rikt samtal vid hagsmunaadila 7 adgerdum stefnunnar.
Viofangsefnid er 1 drri proun og pvi verdur stefnan 1 stédugri endurskodun. Samhlida stefnunni birtist
yfirlit yfir adgerair asamt arangursmalikvirdum. Hin byggir a adgerdadaetlun rikisstjornarinnar um
eflingu stafraennar pjanustu, sem sampykkt var i mai 2019, og yfirlystum markmidum um ad stafraen
samskipti verai meginsamskiptaleid hins opinbera vid almenning. pa hefur island gengist undir
sameiginlega yfirlysingu Nordurlandanna (e. Digital North) og vinnur i nanu samstarfi vid hin
Nordurléndin og Eystrasaltsrikin ad markmidum um vistvaena og sjalfbaera broun auk hagnytingar a
gognum og gervigreind. Stefnan byggir jafnframt & kdnnun sem fjarmala- og efnahagsraduneytio &t gera

um stédu stafraennar umbreytingar (e. Digital Transformation) hja stofnunum rikisins.

Fjarmala- og efnahagsraduneytid ber abyrgd a stefnunni og heyrir hin undir malaflokk 53 og 611
flarmalaaaetlun. Framkvaemd stefnunnar og adgerda er hja fjarmala- og efnahagsraduneytinu asamt
verkefnastofu um Stafraent island i nainni samvinnu vid stofnanir rikisins, Gnnur raduneyti, sveitarfélog,
almenning, félagasamtok og fyrirtaeki. Samband islenskra sveitarfélaga hefur gerst adili ad stefnunni fyrir

hénd sveitarfélaga og vinnur ad framgangi hennar medal sveitarfélaga landsins.
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Introduction

Governments around the world had to adapt to radically shifting conditions
during the COVID-19 pandemic. Demand for some public services, such as
unemployment benefits, has risen sharply, and so has the need to support
an increasingly remote workforce.

Many government ClOs believe that their organizations have responded
well, but digital initiatives will remain critical to the ability of government
organizations to pivot and continue to deliver against new demands.

Examples of mission-critical priorities include delivering new digital services
for citizens, enabling remote or hybrid workplace at scale, and sustaining an
effective supply chain.

Andrea Di Maio
Managing Vice President
Gartner Government & Education

Accelerate Digital for Future-Ready Government

Reported maturity of digital initiatives by government
over past four years

Percentage of respondents
100% Bl Maturing
M Initiating

B No Digital
Progress

50%

0%
2017 2018 2019 2020

n = 2017 (441); 2018 (528); 2019 (130); 2020 (227)

Q: Which of these best describes the stage of your organization’s digital initiative — i.e., your organization’s
digitalization efforts?

Source: 2021 Gartner CIO Survey

Note: Dates on the chart reflect year of data collection, not the cover year of the report. May not sum to 100%
due to rounding; No Digital Progress = No Digital Initiative, Desire/Ambition. Initiating = Designing, Delivering.
Maturing = Scaling, Harvesting/Refining
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How government ClOs step up
digital acceleration

Assess your digital maturity 74% of government ClOs report that they have
/‘/ increased the level of their business knowledge.

Set up for acceleration
PRNERs 73% of government CIOs report that they have
Prioritize what to accelerate <C_<>< assumed leadership of high-impact initiatives.

Sustain digital momentum Source: Gartner

Invest in future-ready capabilities
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Assess your digital maturity

Digital pioneers are already creating new data- and tech-enabled services Digital government maturity model

and business models that can increase the value delivered to their .
constituents. Those still operating with legacy infrastructure and analog r\. @ -Q-
processes will struggle to keep up. |;| ('_‘Isl{, uly Draital Smart

Data Centric
. .. e . . Open
Many government ClOs say their digital initiatives are maturing, but E- Government Managed Optimizing
many also confuse progress with maturity. Just because digital initiatives Deve'°P'"9 Defined

are going well doesn’t mean the organization’s digital initiatives are

H H H H H Value Focus Compliance Transparency Cereien: Insight-Driven Sustainability
necessarily mature — and this misperception could undermine long-term Value Transformation
investment in digital maturity.
Service Model Reactive Intermediated Proactive Embedded Predictive
To transform public services, government ClOs will need to candidly
. . . . . . . Customer- . . . Ecosystem-
assess where their organization stands in relation to its goals and take Platform IT-Centric Centrio Data-Centric  Thing-Centric o
strategic steps to increase digital maturity. Only this type of sustained _

i ; ; ; ; Ecosystem EREHIIEE SIMES o Aware Engaged Evolvin
digital government strategy will systematically make public services Y Centric creation . <
and operations more adaptable, affordable and sustainable.

Leadership Technology Data Business Information Innovation

Technology Focus SOA APl Management Open Any Data Modularity Intelligence
Percentage of Number of Percentage Percentage of Number of New

Key Metrics Servi g i o Dataset Improvement in  New and Retired  Service Delivery
ervices Lnline pen Latasets Outcomes, KPls Services Models

Source: Gartner
Note: KPI = key performance indicator; SOA = service-oriented architecture Become a Client | 4
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Set up for acceleration

Accelerate Digital for Future-Ready Government

Government ClOs and their teams can leverage four digital business accelerators.

Source: Gartner

Digital government
acceleration

Accelerate digital in government

=M
= | g
U—)

®

Reset
strategic
path

Unleash
force
multipliers

Banish
drags

Redirect
resources

Assess the urgency and readiness for further Example: Drive data
transformation and the maturity to adopt new and insights deeper
business models, operating models and platforms.  into your services.
Embrace actions that power momentum Example: Run a

whether they are internal to the organization, scenario planning

such as a business model innovation exercise.

workshop, or external, such as citizen demand.

Remove the negative forces that Example: Adopt
add friction to the business, such robotic process

as supply chain disruptions or automation (RPA) to
outdated processes. modernize legacy.

Recapture resources from areas Example: Retire
such as physical counters or underperforming
real estate and redeploy them channels.

to digital priorities.
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Prioritize what to accelerate

To prioritize near-term digital investments, define the urgency by categorizing investments into five speed lanes
according to their strategic intent and use case and balance investments across them in a “portfolio” model:

Triage immediate priorities

Immediate direction

. Transformation lane: Expand the role of digital technologies in service delivery, e.g., expand and integrate
Postpandemic . . .. . e
citizen services, digital automation, data insights.

____________________________________ _>
Fast lane: Finish digital initiatives that were in flight at the beginning of the pandemic or amplified
because of it, e.g., enable and sustain distributed government workforce.
__________________________________ _’
Fix-it lane: Fix “broken” parts of the business made vulnerable by the pandemic’s new reality, e.g.,
modernize legacy systems and technology.
_________________________________ _’

Slow lane: Continue at a slower pace those digital initiatives that remain relevant, but are no longer
critical to the postpandemic context, e.g., continue artificial intelligence (Al) experiments.

\

Exit lane: Stop digital initiatives designed for needs or opportunities that no longer exist to free
up resources.

Source: Gartner
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Invest in future-ready capabilities

Balance near-term digital investments with longer-term aspirations. Gaining future-ready capabilities is critical,
especially to build a resilient organization able to sense and respond to volatility and disruption.

Digital business acceleration is execution at speed

Longer-term capabilities

v

Serve the everything constituent who
wants everything to be in person and digital.
This requires the speed and ease of digital
and the hand-holding of human interaction.

Pursue right-scoped value, combining
incremental growth with wholesale value
proposition changes.

Craft an adaptable workforce that adopts
agile learning to shape talent to demand and
leverages nontraditional workforce models.

Future-
ready

Build a composable technology foundation
based on a modernized data and technology
core that lowers costs and provides agility.

Deliver any-scale operations that can

flex in size or scope and across workforce
models without too much impact on
operating expense ratios or infrastructure.

1§
| 4
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Sustain digital momentum

Pandemic fatigue threatens to allow a backslide into suboptimal, predigital Three steps to prevent digital backsliding
ways of working.

As organizations begin to return their people to the office, environmental o
cues could especially trigger old behaviors and stall digital ambitions.

by .

To sustain momentum, government ClIOs must institutionalize their new > Conducting an
digital ways of working using systems, processes and practices and (re) intermortem
commit to execute digitalization at speed.
To reinforce behavior and culture change: e
+ Pause, discuss and document the progress made on your digital plans. by

N Defining the
« Evaluate what adjustments are required to maintain or accelerate g from/to journey

digital plans.
+ Teach the organization what needs to be done differently.
using Changing systems,
> processes and
practices

Source: Gartner Become a Client | 8
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Three key priorities for
government ClOs

performance indicators will include a citizen/customer
experience metric to ensure that services delivered
are citizen-centric.

Meet new citizen expectations Q\ By 2022, half of all digital government key

Deliver breakthrough citizen experiences at scale

Source: Gartner

Build, develop and retain agile talent

Champion agile learning

Invest in emerging technologies

Aim for a scalable and secure digital platform
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Meet new citizen expectations

Citizens are one of the main stakeholders and the focus of many of the digital Change in citizen expectations due to COVID-19

initiatives undertaken by governments. % of government ClOs

Even prior to 2020, governments were focused on improving the experience

of the citizens they support, but citizens’ expectations for digital services Use of Digital Channels to Reach
Customers/Citizens
skyrocketed when the world was suddenly locked down. 81%

82%

The pandemic has forced governments to respond rapidly to keep citizens
and stakeholders informed — making digital channels a critical means of

. .. Use of Self-Service by Customers/Citizens
reaching citizens as stakeholders.

82%

Accelerating digital initiatives will be key to continuing to responding to

the extensive economic and social ramifications of the pandemic — and the Demand for New Digital Products 85%
associated needs of citizens. and Services e
Degree of Customer Engagement
(In Contrast to a Transactional Relationship)
0% 50% 100%
H 2020
H 2021

n = ~224 Government; Excludes “not sure/not applicable*

Q: How would you characterize the changes that have occurred in your enterprise as a result of the COVID-19
pandemic in each of these areas?
vs. How do you expect these aspects of your enterprise to change in 2021 compared with their status today?

Source: 2021 Gartner CIO Survey
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Deliver breakthrough citizen
experiences at scale

In an increasingly cloud-based environment, social and immersive
computing scenarios have raised people’s expectations for citizen or
user experience (CX/UX), availability, performance, security and even
business impact.

In this dynamic environment, traditional, technology-centric approaches
to software quality fail to quickly deliver the innovation and breakthrough
experiences required to succeed at digital government today.

Instead, government ClOs must cultivate a shift in how their people | |Q|

think to focus less on whether applications fulfill a long list of requirements
written by a business analyst, and more on whether they deliver a
compelling CX/UX.

Source: Gartner

That means moving away from the traditional technology-centric model
of quality to an outside-in, citizen-driven perspective. By infusing quality
into every step, from the inception of an idea through to operations, and
by building links among citizen experience (CX), multiexperience (MX),
UX and employee experience (EX), you build what Gartner calls digital
dexterity — which rapidly drives tangible business benefits.

By 2025, organizations who invest in building digital immunity will increase
customer satisfaction by decreasing downtime by 80%.

Accelerate Digital for Future-Ready Government

By 2023, more than 60% of governments
will have tripled citizen digital services,
but less than 25% will be integrated across
organizations' silos.

Become a Client | 11


https://www.gartner.com/en/become-a-client?utm_medium=asset&utm_campaign=RM_GB_2021_ITAPPS_NPP_IA1_SWEL-DIG-MOM-BAC&utm_term=bac

Build, develop and retain agile talent

To drive the digital ambitions of the enterprise, government CIOs must
develop in themselves and their people the competencies they need to
ensure high-performance software delivery.

Digital leaders are snapping up in-demand talent, while also developing
their people — for example to increase citizen centricity while innovating
with technology.

A delivery approach based on agile and product-centric principles aligns
teams with citizen and agency priorities, rapidly delivers and improves
digital products, and empowers teams to make decisions — enabling the
agility crucial to success with digital government.

The use of what Spotify has termed “guilds” — also known as communities
of practice — is one tactic that can drive organizational learning, talent
development and flexible career paths to retain that talent.

Accelerate Digital for Future-Ready Government

Spotify chapters and guilds

A chapter provides personal growth and professional development. It meets regularly
to discuss its subject area and to develop members’ expertise.

« Guilds are lightweight communities of interest that promote collaboration to develop
competencies.
IQI Chapter Lead: Line manager for members.

IQI Guild Coordinator: Creates an active learning space to help members to develop
their skills.

Solallallallall| e [allallalla

L PO PO PO PO L PO PO PO PO
|Q| l'eﬂ l'eﬂ l'eﬂ l'eﬂ 'Q| l'eﬂ l'eﬂ l'eﬂ l'eﬂ
e [ S S PAL 1Ty | [0y | [P | [T
Glailielliel el | & allialliellie!

DL DL

chapter |11 | {1131 [1121] |13 Q| S

Guild E,Q|i E,Q|! !,Q|! !,Q|! Chapter |,Q|| |,Q|| |,Q|| |,Q||
chapter [ 11| QRG] Il il HaHl b

IR e NI e NI = M H Y

Guild TSRS S HAESY ISHITS TS ISy

| S| | S| L — 4 | S| L — 4 L — 4 L — 4 L — 4
Squad Squad Squad Squad Squad Squad Squad Squad
Tribe Tribe

Source: Gartner
Note: TL = Tribe Lead; PAL = Product Area Lead; DL = Design Lead; PO = Product Owner
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Champion agile learning

Team members return the investment that organizations make in the
new employment deal by applying and growing their skills in service of
digital acceleration. Sought-after skills include those tied to in-demand
technologies and tools, such as Al and data, and “soft” leadership skills
from design thinking to empathy.

The agile learning manifesto

Agile learning connects learning curves with earning curves. For employees, learning
advances their career, future-proofs them against change and increases their value.

Agile Learning

Earning Curve

Well-resourced organizations are snapping up in-demand talent,
while also developing in-house teams through agile learning based
on eight principles:

Learning to earning. Belief that the
enterprise’s financial performance
is inextricable from individual
advancement

. Motivation multiplier. Easy access
to learning and consumable content,
and opportunities to apply it

. Just-in-time microbursts. Short,

well-designed chunks, applied
immediately and practiced regularly

. Dynamic pathways. Learner-directed
and adapted

. Progressive layering. “Skills for life,”

skills for a career path and skills in
the latest techniques in their field

. Flow of value delivery. Embedded

learning in everyday work

Data-driven, Al-enabled. The right

learning experience at the right moment

with the right learners and teachers

. Socially amplified. Social connections

powering people to help one another
learn and create a learning culture

Learning Curve

Primary values of agile learning over a more traditional training focus

Business outcomes Real-time embedded

over knowledge gained over training time offline
Growth mindset Community compounding
over current skill set over individual practicing

Source: Gartner Become a Client | 13
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Invest in emerging technologies

Many government ClOs have already deployed a combination of existing
and emerging technologies as part of the response to the pandemic,
but most expect investment to remain strong in a range of emerging
technologies.

Investments in cybersecurity, cloud services and business intelligence
remain the most in-demand technology investments, which has been the
case for several years.

Investment, of course, depends on government CIOs being able to secure
funding — at a time when governments are heavily focused on funding
recovery efforts. Even when funding is available, any perception that IT
areas are spending unnecessarily will reflect poorly on the CIO.

Government ClOs will need to spend time educating their executives on
the merit of the investments being made, and crafting a compelling case
that links these investments to mission outcomes.

Accelerate Digital for Future-Ready Government

Changes in technology investments by government ClOs
Percentage of government respondents (select responses only)

Cyber/Information Security

Cloud Services/Solutions

Business Intelligence/Data Analytics

Process Automation

Digital Workplace

Artificial Intelligence/Machine Learning

Software Development or Upgrades

Infrastructure and Data Center 34%
Enterprise Resource Planning

58%
56%
54%

B Percentage of Respondents Decreasing Investment
B Percentage of Respondents Increasing Investment

n varies by question, Government respondents; Excludes “not sure*

Q1: What are the technology areas where your enterprise will be spending the largest amount of new or additional
funding in 2021 compared with 20207

Q2: What are the technology areas where your enterprise will be reducing funding by the highest amount in 2021
compared to 2020?

Source: 2021 Gartner CIO Survey
Note: Showing technologies with at least 10% of government respondents reporting plans to increase spending.
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Aim for a scalable and secure
digital platform

The most successful digital businesses use a wider range of products,
architectural techniques and services than others. Progressive software
engineering leaders must therefore champion the move from legacy
monolithic systems to the kind of flexible digital foundation that digital
leaders employ.

A composable digital platform flexes with today’s ever-changing
business demands, allowing you to switch building blocks in and out
as teams assemble or reassemble business processes and citizen or
employee experiences.

Composable digital platforms are more fitting for modern digital
experiences — and reflect the reality that the IT organization is no
longer the sole provider of information and technology delivery.

The challenge for government ClOs is to envisage and enable the
composable architecture that brings digital capabilities closest to
the point of value. You’ll also need to equip people with the tools

and practices they need to innovate, regardless of where they sit in
the organization.

Accelerate Digital for Future-Ready Government

New model for enterprise I&T including the digital foundation

I R BTN

Fusion teams

Communities of practice (RPA, analytics, Al, Scrum, etc.)

Cross-cutting services (EA, cybersecurity, risk, etc.)

c L r r ¥ r xr L ¥

Closertothe [T CX enablement platforms
customer or (1] (e.g., customer portals, omnichannel)
operations
[T Enterprise systems
[ ] ] (e.g., ERP, HR, finance, supply chain, BI)

Modernized digital foundations

[ ] Data and analytics platforms
(11 (e.g., self-service data products, big data platform, ML, Al engines)
(1] Ecosystem platforms
[ ]| (e.g., API development, APl marketplaces, integration)
Closer to Technology development platforms
corporate .= (e.g., DevOps tooling, low-code/no-code, access management,
IT RPA tooling, cloud-based scalable infrastructure)

B IT department M Business areas

Source: Gartner

Note: Al = artificial intelligence; Bl = business intelligence; CX = customer experience;

EA = enterprise architecture; ML = machine learning; RPA = robotic process automation Become a Client ‘ 15
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Learn more.
Dig deep.
Stay ahead.

Follow us on and

Research and insights to help federal, state and local leaders
drive successful digital government initiatives.

Join forward-thinking leaders in 2021 to explore emerging
trends, accelerate learning and guide near-term decisions.
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Digital Initiative Impact Continues to Grow

30%

Scaling or

0
Refining 15% 14%

0%

2017

Source : Gartner 2017 & 2019 CIO Survey
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29%

2019
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Why?
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“Why Is digital having a bigger
Impact in some governments
compared to others?”

Government CIO

Gartner



NYC Department of Social Services

Digital for Good

Opportunity:

DSS ITS addresses Mayor's goal of reducing the
population of street homelessness by introducing new
technology aimed at transitioning them to services and
permanent housing

Action:

StreetSmart — DSS ITS partners with DHS, to
coordinate efforts of the department and providers. ITS
lead DHS implementation using:

* Human-centered design

» Co-created with ecosystem partners

* Product-centric iterative delivery

* Integrated shared platforms

» Targeted analysis of shared data

Outcomes:
Department of Selimrby = W StreetSmart is now a key enabler of the ecosystem
Homeless Services supporting the reduction in homeless.
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Common Success Factors in Digital Government

Human-Centered
Design

Innovative
Data Use

Building Platforms
and Partnerships
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What Are Government Doing?

Services
Delivery

User-Centric
Personalized
Predictive

Digital
Foundations

Modernizing
Streamlining and
Augmenting

g
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Data-

Centric
Insight-Driven
Predictive
Innovative
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Digital Is Changing Service Delivery

What Works Today:

« Connected Services Through One-Stop-Shop and
“Tell Us Once”

« Personalized Multichannel Service Delivery
* |ncreased Focus on Inclusive Services

What Is Emerging :

« Using Human-Centered Design to Focus on People

« Proactive and Predictive Approach to Delivering
Services

* Frictionless and Automated Services

7 © 2019 Gartner, Inc. and/or its affiliates. All rights reserved. Gartner is a registered trademark of Gartner, Inc. and its affiliates. Ga rtn erﬁ



Examples of Evolving Governments Service

|

I"E'ilrman

services
.gov.au

DHS Australia Las Vegas Allegheny
Creating a Citizen- Improving City County
_Gentric, Park Safety Predictive
Digital-Experience Predicting Child Safet

Platform Traffic Problems | arety
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Use Human-Centered Design to Progress

Take the time to understand the civic moment you
support. Use HCD techniques to map the journeys
and model optimal outcomes.

Know the stakeholders; why do they care and
what does success feel like to them?

|deate: Don’t be limited by the current paradigm.
Start a wall.

Gartner



Digital Changing Everything in Government

What Works Today:

 Modernization Underway Everywhere

« Digitally Driven Business Process Efficiency,
Transparency and Transformation.

e Process Automation

What Is Emerging:

« Platforms Enabling New Business and Operating
Models

« Workforce Augmentation

* Increased Organization Agility

« Connected and Collaborative Digital Ecosystems
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Examples of Government Taking a Platform

Approach
Innovate
(i) e
Platform

State of Ohio

A shared platform
to customer-
centric and
data-driven

20

Utah State

Innovating
with a Digital
Government
Technology

platform
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A% Smart Nation

Tt S 1N GAPORE

Singapore
Public API
gateway
sensor platform
Digital Twin
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Platforms and Partners Change Everything

&

Model the ecosystem today and how it can be
empowered or disrupted

ldentify the foundations for digital transformation, use
them as the blueprints for the your digital government
technology platforms

Explore new business and operating models to further
the public purpose, use real-world data and examples
from other industries to explain how they would work

Gartner



How Data-Centric Is Changing Government

-
'y

What Works Today:

Open Data Programs

Improved Data Quality and Diversity
Active Data Literacy Programs
Insight-Driven Decision Making

What Is Emerging:

 Embed and Predictive Analytics
« API-Driven Innovation
« Augmentation Through Al/Machine Learning
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Examples of Government Leveraging Data

PIN.goV

Indiana State Western
Transparency Australia
Dashboards Cloud-Based
Data hub Al/ML Optimize
Investigations

18 © 2019 Gartner, Inc. and/or its affiliates. All rights reserved. Gartner is a registered trademark of Gartner, Inc. and its affiliates.

US Health
and Human

Services

Advanced
Analytics-Based
Fraud Detection
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Enable and Encourage Innovative
Use of Data ﬁi’

Build data literacy — it is essential.

Empowering agility and innovation through APl and
self-serve analytics.

Build machine learning capabillities to boost the value
of your data — Start with readily available platform

Al options.

Gartner
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Recommendations

& Where should you start:
— Practice human-centered design starting today.
— Explore innovative data reuse to join up government systems.

— Take the first steps toward the digital foundations needed for a digital
government technology platforms.

& Already advanced? We've got you covered:
— Expand new, proactive service delivery models to all mission areas.
— Venture into predictive service delivery, beware of caveats.
— Leverage platforms for partnerships beyond the public sector.
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Digital Transformation

Digital Transformation Is Not
About Technology

by Behnam Tabrizi, Ed Lam, Kirk Girard, and Vernon Irvin

March 13, 2019
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Summary. Companies are pouring millions into “digital transformation” initiatives
— but a high percentage of those fail to pay off. That’s because companies put the
cart before the horse, focusing on a specific technology (“we need a machine-

learning strategy!”) rather than... more


https://hbr.org/topic/digital-transformation
https://hbr.org/search?term=behnam%20tabrizi
https://hbr.org/search?term=ed%20lam
https://hbr.org/search?term=kirk%20girard
https://hbr.org/search?term=vernon%20irvin

A recent survey of directors, CEOs, and senior executives found
that digital transformation (DT) risk is their #1 concern in 2019.
Yet 70% of all DT initiatives do not reach their goals. Of the $1.3
trillion that was spent on DT last year, it was estimated that $900

billion went to waste. Why do some DT efforts succeed and others
fail?

Fundamentally, it’s because most digital technologies provide
possibilities for efficiency gains and customer intimacy. But if
people lack the right mindset to change and the current
organizational practices are flawed, DT will simply magnify those
flaws. Five key lessons have helped us lead our organizations
through digital transformations that succeeded.

Lesson 1: Figure out your business strategy before you invest
in anything. Leaders who aim to enhance organizational
performance through the use of digital technologies often have a
specific tool in mind. “Our organization needs a machine learning
strategy,” perhaps. But digital transformation should be guided
by the broader business strategy.

At Li & Fung (where one of us works) leaders developed a three-
year strategy for serving a marketplace in which mobile apps were
just as important as bricks-and-mortar stores. They chose to focus
their attention in three areas: speed, innovation, and
digitalization. Specifically, Li & Fung sought to reduce
production lead times, increase speed-to-market, and improve
the use of data in its global supply chain. After concrete goals
were established, the company decided on which digital tools it
would adopt. Just to take speed-to-market as an example, Li &
Fung has embraced virtual design technology and it has helped
them to reduce time from design to sample by 50%. Li & Fung also
helped suppliers to install real-time data tracking management
systems to increase production efficiency and built Total
Sourcing, a digital platform that integrates information from
customers and vendors. The finance department took a similar
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approach and ultimately reduced month-end closing time by
more than 30% and increased working capital efficiency by $200
million.

There is no single technology that will deliver “speed” or
“innovation” as such. The best combination of tools for a given
organization will vary from one vision to another.

Lesson 2: Leverage insiders. Organizations that seek
transformations (digital and otherwise) frequently bring in an
army of outside consultants who tend to apply one-size-fits-all
solutions in the name of “best practices.” Our approach to
transforming our respective organizations is to rely instead on
insiders — staff who have intimate knowledge about what works
and what doesn’t in their daily operations.

Santa Clara County in California (where one of us works) provides
an example. The Department of Planning and Development was
re-engineering work flows with the goal of improved efficiency
and customer experience. Initially, external consultants made
recommendations for the permit-approval process based on work
they themselves had done for other jurisdictions, which tended to
take a decentralized approach. However, customer-facing staff
members knew, based on interactions with residents, that a more
unified process would be better received. Therefore, Kirk Girard
and his team heavily adapted the recommended tools, processes,
diagrams, and key elements of the core software as they
redesigned the work flow. As a result, permit processing time was
cut by 33%. Often new technologies can fail to improve
organizational productivity not because of fundamental flaws in
the technology but because intimate insider knowledge has been
overlooked.

Lesson 3: Design customer experience from the outside in. If
the goal of DT is to improve customer satisfaction and intimacy,
then any effort must be preceded by a diagnostic phase with in-
depth input from customers. The staff of Santa Clara County’s
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Department of Planning and Development conducted more than
ninety individual interviews with customers in which they asked
each customer to describe the department’s strengths and
weaknesses. In addition, the department held focus groups
during which they asked various stakeholders — including agents,
developers, builders, agriculturalists and crucial local institutions
like Stanford University — to identify their needs, establish their
priorities, and grade the department’s performance. The
department then built the input into their transformation. To
respond to customer requests for greater transparency about the
permit approval process, the department broke down the process
into phases and altered the customer portal; customers can now
track the progress of their applications as they move from one
phase to the next. To shorten processing time, the department
configured staff software so that it would automatically identify
stalled applications. To enable personalized help, the department
gave Permit Center staff dashboard control of the permit
workflow. Leaders often expect that the implementation of one
single tool or app will enhance customer satisfaction on its own.
However, the department’s experience shows that the best way
to maximize customer satisfaction is often to make smaller-scale
changes to different tools at different points of the service cycle.
The only way to know where to alter and how to alter is through
obtaining extensive and in-depth input from the customers.

Lesson 4: Recognize employees’ fear of being replaced. When
employees perceive that digital transformation could threaten
their jobs, they may consciously or unconsciously resist the
changes. If the digital transformation then turns out to be
ineffective, management will eventually abandon the effort and
their jobs will be saved (or so the thinking goes). It is critical for
leaders to recognize those fears and to emphasize that the digital
transformation process is an opportunity for employees to
upgrade their expertise to suit the marketplace of the future.



One of us (Behnam) has coached over twenty thousand employees
from multiple organizations through the digital transformation
process (he has also consulted with the organizations mentioned
in this article). He often encounters participants who are skeptical
of the entire operation from the get-go. In response, he developed
an “inside-out” process. All participants are asked to examine
what their unique contributions to the organizations are, and
then to connect those strengths to components of the digital
transformation process — which they will then take charge of, if
at all possible. This gives employees control over how the digital
transformation will unfold, and frames new technologies as
means for employees to become even better at what they were
already great at doing. At CenturyLink, where one of us works, the
sales team had been considering adopting artificial intelligence to
increase their productivity. Yet, how Al should be deployed
remained an open question. Ultimately, the team customized an
Al tool to optimize each salesperson’s effort by suggesting which
customers to call, when to call them and what to say during the
call in any given week. The tool also contained a gamification
component, which made the selling process more interesting.
Vernon Irvin, who watched this process from the inside, observed
that it made selling more fun, which translated into an increase in
customer satisfaction — and a 10% increase in sales.

Lesson 5: Bring Silicon Valley start-up culture inside. Silicon
Valley start-ups are known for their agile decision making, rapid
prototyping and flat structures. The process of digital
transformation is inherently uncertain: changes need to be made
provisionally and then adjusted; decisions need to be made
quickly; and groups from all over the organization need to get
involved. As a result, traditional hierarchies get in the way. It’s
best to adopt a flat organizational structure that’s kept somewhat
separate from the rest of the organization.
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This need for agility and prototyping is even more pronounced
than it might be in other change-management initiatives because
so many digital technologies can be customized. Leaders have to
decide on what apps from which vendors to use, which area of
business best benefit from switching to that new technology,
whether the transition should be rolled out in stages, and so on.
Often, picking the best solution requires extensive
experimentation on interdependent parts. If each decision has to
go through multiple layers of management to move forward,
mistakes cannot be detected and corrected quickly. Furthermore,
for certain digital technologies, the payoff only occurs after a
substantial portion of the business has switched to the new
system. For example, a cloud computing system designed to
aggregate global customer demand can only generate useful
analytics when stores in different countries all collect the same
type of data regularly. This requires ironing out differences in
existing organizational processes across different regions. If the
details of how a new technology will be used are chiefly developed
by employees from one country, they might not be aware of the
potential incompatibilities.

Working with Li & Fung, Behnam helped to create six cross-
functional teams, each staffed by employees from different
offices in Hong Kong, mainland China, Britain, Germany and the
U.S. These teams led different stages of the digital
transformation. Since the structure of these teams was flat, they
were able to present ideas to and obtain input from Ed Lam (CFO)
and heads of business units quickly. This allowed the teams to
experiment with new ideas about how innovative data structure,
analytics, and robotic processing could best be integrated.
Furthermore, because new proposals were vetted by employees
from different country offices and different functions, these
teams were able to foresee problems with implementation and
were able to address them before the entire organization fully
adopted the new technologies.



Digital transformation worked for these organizations because
their leaders went back to the fundamentals: they focused on
changing the mindset of its members as well as the organizational
culture and processes before they decide what digital tools to use
and how to use them. What the members envision to be the future
of the organization drove the technology, not the other way
around.
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Infrastructure Services Sourcing Strategy:
Practical Principles for Dynamic Insourcing

Versus Outsourcing
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Defining what to outsource versus what to keep in-house is a complex task.
Sourcing and vendor management leaders should employ these strategic
yet practical principles to rapidly and successfully identify outsourcing
options and define how to optimally bundle and dynamically manage IT

services.

FOUNDATIONAL DOCUMENT
This research is reviewed periodically for accuracy. Last reviewed on 2 March 2021.

Key Challenges

In a fast-changing digital world, many sourcing leaders are puzzled when trying to answer the
strategic question: What shall we insource or outsource?

Facing countless delivery models and market offerings, sourcing leaders are expected to
identify the appropriate service bundles that will maximize cost optimization and business value

but often find themselves unable to do so.

The analysis of sourcing options is often done without enough insight into internal capabilities
and gaps, service financials and related price trends or practical information about providers'
portfolios, capabilities, transformational processes and real clients' ROl and satisfaction.

The linear execution of a traditional sourcing process (from strategy to transition) can easily last
a year or longer. Even in the best cases, this causes a static approach to sourcing, with
providers delivering old SOWs that soon become misaligned to customers' business strategies.



Recommendations

Sourcing and vendor management leaders involved in infrastructure services sourcing
transformation and execution must:

Use a repeatable and dynamic decision-making process to analyze relevant sourcing options
for each business initiative and service area, starting with the objectives: the why and the when.

Identify sourcing options that are most relevant for each business initiative by analyzing options
and principles for the next key sourcing questions (the what, the who and the where).

Select a few credible alternative scenarios by applying further sourcing principles and service
bundles (the how) to each single initiative. Execute each single initiative as part of an
overarching strategic view (e.g., the digital platform infrastructure). Dynamically manage the
balance of customer satisfaction, end-to-end digital infrastructure management, automation
and cost-optimization initiatives with deals and providers' success.

Introduction

In order to remain competitive in the digital world, organizations face a need for acceleration on their
cloud strategies, loT investments and digital business transformation. This makes traditional
sourcing strategies obsolete because IT infrastructures are becoming hybrid infrastructures

spanning traditional data centers, private and public cloud, and Edge compu’cing.1 Meanwhile,
digital business transformation is supported by technology platforms in five areas (see Note 1) with

rising complexity, time-to-market requirements, security and compliance issues.

Part of the complexity of sourcing strategy decisions is the difficulty of linking business objectives,
many different delivery models and a wide range of market options into a bundled approach. How
to link business objectives to sourcing strategies is the matter of the first two steps of a bimodal
sourcing strategy (see Note 2) and has been covered in "Infrastructure Services Sourcing Strategy:
Key Reasons to Outsource."

This note will instead introduce the main options for a sourcing strategy, focusing primarily on
infrastructure services and how to identify viable bundles and scenarios. Following notes will explain
how to evaluate such alternatives and how to align each sourcing decision toward the
implementation of a digital platform spanning the hybrid IT infrastructure.
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Figure 1. Practical Principles for Dynamic Insourcing Versus Outsourcing

Practical Principles for Dynamic Insourcing Versus Outsourcing

ID: 349519 © 2018 Gartner, Inc.

Source: Gartner (July 2018)

Analysis
Use a Repeatable and Dynamic Decision-Making Process to Analyze Options for
Each Sourcing Initiative or Service Area, Starting With the Why and the When

While customers' organizations face challenges on how to evolve toward real-time performance and
the vision of an end-to-end managed digital platform, at the same time many sourcing leaders are
expected to answer these apparently simple questions in a timely manner:

What shall we insource or outsource?
What are the sourcing options that we must evaluate?
Which are the service bundles that will maximize cost optimization and business value?

How can we source the capabilities that are requested to make each business initiative a
success?

How can we put together a sourcing strategy that enables us to evolve toward the digital
business platform infrastructure?
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Historically™ in versus out decisions have been taken across a linear framework of key sourcing
questions:

1.

Why establishes consensus of expectations and objectives of the business initiative or service
area requiring a sourcing decision.

What identifies the target processes, capability or service for improvement and delivery.

Who identifies the best source of internal or external supply to accomplish the specific
objectives.

How evaluates alignment of initiative and objectives to the optimum service delivery model.
Where evaluates the options associated with the best location for service delivery.

When applies to the timing associated to the initiative, now also forcing decisions associated to
skills availability and traditional versus agile approaches (Mode 1 versus Mode 2).

Currently, the same questions must be analyzed in the context of much deeper innovation (driving
uncertainty and agile approaches) and much faster global transformation (driving the need for
delivery industrialization and bimodal). Therefore, the decision-making process — while still based
on the same fundamental questions — now must be executed in a more agile, nonlinear way.

To identify the right sourcing approach for each business initiative and service area while also
developing a longer-term dynamic sourcing strategy (see "Manage Your Bimodal Sourcing Strategy
as a Dynamic Portfolio of Traditional and New Sourcing Options"), sourcing leaders should:

Implement and institutionalize a dynamic, repeatable decision-making model to identify relevant
sourcing options by leveraging the process and the six key questions reported in Figure 1.

Identify key drivers, scope, SMART objectives and high-level financials of each sourcing
initiative (the why and the when) as well as the most appropriate selection process, as
described in related research (see "Infrastructure Services Sourcing Strategy: Key Reasons to
Outsource," cited above).

Answer the remaining key sourcing questions by leveraging the options and practical principles
detailed in this note to dynamically bundle or unbundle services to satisfy rapidly evolving
business and IT requirements.

Identify the Sourcing Options That Are Most Relevant for Each Business Initiative by
Analyzing the Next Key Questions (the What, the Who and the Where)

Once you have evaluated the why and the when of a business initiative, you can start to identify the
sourcing options that can best fit such an initiative and be part of the final bundle of internal or
external capabilities, skills and services. To do that, we have listed in the following table the most-
used sourcing options with practical principles of when to use or not to use, available examples and
other information like reference satisfaction or average market term or contract value.
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Table 1 explores the options associated with the what, e.g., the service or capability areas that are
most often outsourced, with quantitative information about the average contract term and average
customer satisfaction.

Table 1. The What: Typical Managed Services Sourcing Functions (Service Towers)

Service
Component

Email/Messaging

Data Center
Mainframe
Application Servers

WAN/LAN/Telecom

Service Desk

Workplace Services

File/Print Support

Application
Development

Application
Maintenance

Average
Market
Contract
Term in
Years

4.4

5.0
4.0

4.1-4.2

4.1

4.1

41

3.0

3.2

Average Client
Satisfaction (scale
of 1-5 where 1 =
least satisfied and
5 = most satisfied)

3.5

3.1
3.1

3.1-3.3

3.1

3.0

3.2

3.1

3.1

Source: Gartner (July 2018) and Key Metrics 2018

Example

Sourcing of email and messaging services, for
example 0365 or similar cloud office services

Managed service relationships, often spanning both
data centers and other hybrid IT infrastructure

. 4
services

Outsourcing of telecommunication services either
managed by network service providers (NSPs) or
managed service providers (when bundled)

Provision of outsourced IT service and help desk’

Provision of end user support and managed
workplace services, inclusive of digital workplace

. 6
transformation

Management of file and print services for distributed
or centralized environments

Project work, application development, either Mode 1
(traditional waterfall developments) or Mode 2 (agile,
scrum, Kanban)

Maintenance and support of existing application,
most often in Mode 1 and near/offshore delivered

Please be aware that a large number of contractor relationships and transformation or project-
oriented relationships (see Table 2) are often mistaken for outsourcing. These are in fact sourcing
options (about the how) while not being ongoing managed services (e.g., an outsourced service).

As such, Table 2 explores the options associated to the who, e.g., the best source of internal or
external supply to accomplish specific objectives.
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Table 2. The Who: Internal Versus External Source Options

Source Option

Internal
Employees/
Internal
Delivery (e.g.,
in house or
insourcing)

Contractors/
Staff
Augmentation
(see Note 4)

Program,
Projects or
Transformation
Engagements
(professional
services)

Page 6 of 20

Description

Leverage only
internal
resources
(employees) for
service delivery

Augment the
organizational
capabilities with
selective skills
and capabilities
sourced
externally

Alignment of the
initiative with
tactical/
transactional
solution as
projects.
Synergy of
portfolio of
projects into a
program to

Practical Principles:

When to Use

Strategic
investment on
skills

When change
or outcome is
unpredictable

Highly
confidential
information or
capability

Need for high
engagement
and loyalty

Long-term
requirements —
stable
capabilities

Short-term
requirements

Peak
requirements
(not addressed
in form of cloud
or managed
service)

Outcome is
unpredictable

Strategic skills
(with parallel
internal
investment)

Short- to
medium-term
transitional
requirements

Turnkey
engagements

Practical Principles:
When Not to Use

Short-term, peak
requirements

Obsolete skills,
capabilities and
competences

Noncore,
nondifferentiating
activities

Predictable
outcomes and
routine activities
(when automation,
managed or cloud
services are
available)

Long-term
requirements

Core and
differentiating
activities

Not as a
replacement for
managed and
cloud services
when available

Long-term
requirements

Not as a
replacement for
managed and
cloud services
when available

Examples

Highly confidential and
core-competency-
related initiatives

Many organizations
are selectively
reinsourcing specific
skills and hiring
analytics and loT

experts7

Most organizations are
now implementing
RPA and IA to move
repetitive tasks from
labor to automation

Technology specific or
niche skillsets required
for project/program/
transformation
initiatives not available
within the organization

Independent validation
of key decisions and
roadmap aligned with
industry best practices

On average, 21% of IT
resources are
contractors, with a
peak of 33% in
telecommunications

. 8
companies

Digital workplace
transformation

Cloud first strategy

Legacy/cloud-enabled
ERP implementation
program
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Source Option

Managed
Services (aka
outsourcing)

Description

achieve the
strategic
transformational
objective of the
initiative

Outcome-based
sourcing for
industrialized
services with
predictable
volumes and
service levels

Source: Gartner (July 2018)

Practical Principles:
When to Use

Peak activities
with a defined
outcome

Agile activities
with
unpredictable
outcomes

Long-term
requirements
for stable
delivery with

Customization
or differentiation
— predictable
outcomes

Evolution
toward
industrialized
services with a
component of
managed
service

Practical Principles:
When Not to Use

Not a replacement
of internal
employee for
unpredictable/high
engagement and
loyalty required

Too much variable
requirements

Stable
requirements and
variable
consumption
(better to use
cloud services)

Commonly
available cloud
services

Peak requirements
for specific skills

— rapid innovation

Examples

Project to add
features/capabilities to
an existing system

On average, PACE layer for
project spending is of 17%
for Innovation, 28%

differentiation and 55% for

9
systems of record/run

53% of projects are
waterfall and 47% are other

methods (agile, scrum ...)"

Data center operations
managed services

Service desk managed
services

Network management

End-user support

Since capabilities, skills and services can be sourced locally or on a global perspective, Table 3
provides an analysis of the most common geographical delivery options, helping to answer the

where, e.g., options associated with the best location for service delivery.
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Table 3. The Where: Local Versus Globally Delivered Source Options

Source
Option

Local/on-
site

Onshore/
rural shore
(e.g., low-
labor-cost
areas of
the same
country)

Near
shore

Offshore
and global
delivery

Page 8 of 20

Description

Skills and
services are
delivered at client
site or a nearby
location

Skills and
services are
delivered within
the client country
— possibly in
lower-cost labor
areas'

Skills and
services are
delivered from a
lower-labor-cost
country in the
same region or

. 12
continent

Skills and
services are
delivered from
the lowest-labor-

Principle When to Use

High-proximity
requirements

Client-provider
intimacy required

Fast-changing
requirements,
Mode 2 innovation

Cultural proximity,
vertical specific
competences

Changing
requirements and
bimodal innovation

High compliance
requirements

Acceptable mix of
cultural proximity,
vertical-specific
competencies and
low cost

Globally delivered
agile — regional
compliance
requirements (e.g.,
GDPR)

Need for top
economies of
scale/scope

Principles When Not
to Use

Economies of
scale/scope

Linear
processes,
documented
development

Industrialized
services

Need for strong
economies of
scale/scope

Fast-changing
requirements

Need for top
economies of
scale/scope

Fast-changing
requirements

High-proximity
requirements

Example

Architectural and
technology consulting

On-site support for HA
systems

Touch services like field
services, IMAC and
desk-side support

High-end consulting

New products: MVS
ideation and prototypes

Multidisciplinary
collaboration (business,
marketing, IT, partners,
customers)

Service desk with high
cultural alignment

Centers of competence
with specific technology
or business
understanding

Application maintenance
and support from low-
cost location inside the
same business
environment and culture

Remote management
with limited time zone
difference, same cultural
or business environment
or similar compliance
(e.g., GDPR)
requirements

Project or products
delivery with an optimal
balance between
proximity and efficiency

Globally delivered

remote infrastructure
management
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Source Description
Option
cost areas of the
world™
Cloud Cloud services
services delivered with a

standardized/
industrialized
approach

Source: Gartner (July 2018)

Principle When to Use

Access to large-
scale pools of
resources

Cloud capability
has an high fit for
purpose

Scalability and
scope flexibility for
the same purpose

Highly
industrialized
solutions or
services

Principles When Not

to Use

Client-provider
intimacy

Fast-changing
requirements

High
customization
required

Client-provider
intimacy

Example

Technology centers of
competence

Level 2 and Level 3
support on specific
technology

Massive application
maintenance/
development and
infrastructure
management from low-
cost regions

laaS
PaaS
SaaS

BPaaS

Sourcing leaders involved in infrastructure services sourcing transformation and execution must:

Evaluate each of the typical service sourcing functions (the what) as a potential scope for
sourcing decisions by leveraging the information provided in Table 1, also in alignment with its

typical time frame (part of the when question).

Select the most appropriate mix of internal and external sourcing options (the who) for each
sourcing initiative by leveraging Table 2 and the best geographical mix (the where), leveraging

Table 2.

Start identifying the sourcing, delivery and service options that best fit with the requirements of

each sourcing initiative and shape the potential alternative approaches.

Select a Few Credible Alternative Scenarios by Applying Further Sourcing Principles
and Service Bundles (the How) to Each Single Initiative

Now it's time to look at the sourcing of each initiative in terms of the fit with the existing or evolving
holistic sourcing strategy by applying additional practical principles related to what cannot be
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outsourced, new requirements for emerging competences and skills, factors influencing the in
versus out decision, bundles and sourcing models.

What to never outsource. Gartner sourcing research already identified the most important
capabilities or skills that should not be entirely outsourced.' They are:

Ability to govern vendors and providers (vendor management), an obvious core competence
. . . . . . 15
when leveraging increasing amounts of external services (i.e., don't outsource your VMO).

Ability to manage the end-to-end service outcome and your vendors in a multisourced
environment (multisourcing and service management) is a core and critical competence of
which only the performance management part can be outsourced by using an MSI sourcing
model."

Critical and core skills and competencies, inclusive of IT leadership, enterprise architecture
development, business enhancement and demand management and technology advancement.
Note that technology skills and competencies are changing fast, as reported in the model Value/
Differentiation versus Competency/Performance (see Figure 1 and "New Bimodal Sourcing
Strategy Options Enable Successful Digital Businesses").
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Figure 2. Emerging Digital Critical Capabilities and Skills

Emerging Digital Critical Capabilities and SKkills
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Source: Gartner (July 2018)

Additional influencing factors. Additional practical elements that influence the balance between
insource versus outsource decisions for infrastructure services enabling digital platforms comprise:

Product development strategy and roadmap. Many organizations are evolving from a project-
centric to a product-centric IT operating model. The balance between custom development
versus COTS solutions and magnitude and speed for change also drives the need for services
sourcing transformation and often increases the number of providers engaged for innovation
and application services. This impacts the infrastructure sourcing models (type and number of
infrastructure providers), in some cases even requiring the integration (bundle) between
infrastructure and application sourcing decisions (e.g., requirements for SaaS, end-to-end

solutions and DevSecOps)."

Emerging critical skills. The high business value and differentiation potential of digital business
— especially in the early invention and pilot phases — require investment in one's own
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competencies (invest) and buying external expertise (buy; see Figure 1). Hiring, selective
reinsourcing and "techquisition" activities are considered to be proof of this new style of
sourcing applied to emerging competences like 10T, Al, design thinking and monetization
models (see "How to Source Critical Domains of Expertise for Successful Digital Business
Initiatives").

Decisive move from staff augmentation into managed services. Many organizations are
finding themselves exposed to a high number of external contractors, with risks associated to
productivity, knowledge management and management overheads. Practical rules for bundling
(especially in application services) are reported in "Bundling by Service Line to Separate Service
Providers Can Enhance Performance Through Competition." Also see the Whirlpool Case Study
at the end of this document.

Cloud strategy and hybrid IT infrastructures. Gartner predicts that the cloud compute laaS
market will achieve a compound annual growth rate (CAGR) of 33.4% for the period 2017 to

2022." By contrast, the traditional data center outsourcing market will have a -3.5% CAGR for
the same period. Growing popularity of cloud — coupled to a practical inability to migrate fast
out of legacies — is increasing the mix of different architectures and the need to focus
infrastructure sourcing decisions on Hybrid IT Infrastructure end-to-end management, cloud

migrations and workload optimization.19

Past sourcing performance. Ineffective and often-outdated contracts and missing vendor
management and service level management capabilities may have resulted in poor
performances from previous outsourcing arrangements. For some organizations, past supplier
performances influence perceptions on the sourcing models as they develop negative
impressions that may impact future sourcing decisions, heading toward unjustified bulk

reinsourcing (instead of fixing the true reasons of failure).20

Bureaucracy and protectionism. Certain organizational cultures promote protectionist
behavior and pose resistance to bimodal service delivery models and claim internal delivery is
ideal for the client's context. Such cases are declining with constant pressure on cost
optimization and business value creation across the industries. However, these environments
are likely to influence insourcing/outsourcing decisions and can be overcome by leveraging
external market capabilities for critical business initiatives on cost optimization and business
innovation.

Business case. Finally, no matter how compelling market trends and industry best practices
are, if certain delivery and sourcing models are not the right fits for your organization and the
business case is not favorable for external delivery, then the business will continue to opt for
internal delivery for infrastructure services.

Bundling, sourcing models and the MSI. For Mode 1 multiyear relationships, individual service
components are often bundled into more complex logical categories of connected services
(examples are reported in Table 4). One of the main factors of bundling decisions is the specific deal
size and how it refers to market average. The simple rule is that if annual spending on a specific
service function (e.g., the service desk) is too small compared to the average deal size (e.g., for
managed workplace services in a certain region), then it can be bundled with other services (e.g.,
email services, LAN services and other managed workplace services). This will provide a more

Page 12 of 20 Gartner, Inc. | G00349519



sizable end-to-end deal that will in turn create more interest in providers and higher likelihood of
success.

Bundles are going to be delivered as parts of the overall sourcing model (like shared service versus
selective outsourcing). Models have been analyzed in Gartner research for both traditional Mode 1
sourcing models and Mode 2 dynamic sourcing models (see Note 2 for the list of model and
relevant research for drill down on each single model). Additional principles for bundling in the
application space can be found in "Bundling by Service Line to Separate Service Providers Can

Enhance Performance Through Competition."

The final key element to define the right bundles and sourcing models is the client vendor
management and multisourcing management ability that will lead to early decisions on how to

implement the required MSI (multisourcing integration) management capability.21

Table 4. The How: Typical Bundles and Contract Value for Outsourcing Deals (Infrastructure-Level Examples)

Bundle

Enterprise
Systems

Services™

Enterprise
Communication
Services

Managed
Workplace

. 23
Services

Multisourcing
Integration”

Description

Data center outsourcing and
hybrid infrastructure managed
services, often bundled with
cloud migration and DC
transformation

Managed (data) network
services wide-area network
infrastructure

Network system monitoring
Voice services

Video services

Service desk services
Desktop management
services

Email and communication
often including LAN and other
communication services

MSI role, sometimes bundled
with the service desk or
bundled into the largest
delivery area (i.e., enterprise
systems services)

Source: Gartner (July 2018)

Average Annual Contract Value and Reference Satisfaction

Europe

$1.27 million
Reference overall

satisfaction = 4.13

N/A

$1.57 million
($430 K service
desk and $1.14
million for

workplace services)

Reference overall

satisfaction = 4.09

N/A

North America

$1.41 Million
Reference overall

satisfaction = 4.23

N/A

$2.60 million
($1.13 K service
desk and $1.47
million for

workplace services

Reference overall

satisfaction = 4.30

N/A

Asia/Pacific
$1.50 Million
Reference
overall

satisfaction =
4.06

N/A

N/A

N/A

Sourcing leaders involved in infrastructure services sourcing transformation and execution must:
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Evaluate the options for each sourcing initiative in light of the overall sourcing models in use
while understanding that most organizations will end up with transformational requirements

toward a hybrid multisourcing approach25 and with an increasing need of identifying and

. . . o epe 26
exploring new sourcing models for bimodal activities.

Leverage past and current issues to improve vendor management and sourcing/procurement
o 27 . . . ape s . . .28
maturity” and evaluating and fixing specific issues of each service relationship.

Determine the most likely sourcing option for the MSI capabilities (internal, outsourced, hybrid)29
also based on the sourcing maturity and dynamic sourcing readiness, measured through a

simple checklist.”

Decide the most appropriate bundles of sourcing components by leveraging the information

provided in Table 4 and related research’ as well as the outcome of each single tender or RFP
(where service towers can be bundled or unbundled due to the result of the competitive
evaluation).

Identify additional open alternatives for further qualitative and quantitative analysis, due
diligence, proofs of concepts and pilots or parallel negotiation.

Execute each single initiative as part of an overarching strategic view (e.g., the evolution toward
the digital platform infrastructure).

Dynamically manage the balance of customer satisfaction, end-to-end digital infrastructure
management, automation and cost-optimization initiatives with deals and provider success by
leveraging the internal marketplace (active options) and the external marketplace (as described
in "Toolkit: Sample Workbook to Implement the Digital Sourcing Strategy").

Case Study

Whirlpool Corporation is the world's major home appliance company with $21 billion in annual
sales, 92,000 employees, 70 manufacturing and research centers, and operations in virtually every
country. Developed more than 100 years ago on a root of innovative family businesses and
acquisitions, including the largest in its industry segment, e.g., Indesit in Europe, Whirlpool is
constantly looking for new market opportunities by leveraging collaboration and innovation to create
demand and trust.

Industrialization/Europe. The impact of the Indesit integration in Europe has been huge, merging
30 legal entities, launching 50 ERP go-lives on a new landscape, impacting most IT architectural
components and driving changes in almost all factories and on more than 50% of SKUs (stock
keeping units) in an organization dispatching about 2 million products a month. In January 2017, the
new EMEA CIO, Andrea Ciccolini, and HR Business Partner Francesco Conti — facing an IT
organization composed of 75% external contractors and only 5% internal project managers — set
two major short-term priorities: talent development and delivery/sourcing strategy.
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Talent development focused on increasing the internal IT capabilities required to manage the merge
and end-to-end services. Key investments followed, to reinsourcing/hiring critical skills like business
relationship managers, business analysts, PMs, agile coaches, solutions architects, Bl and data
leaders.

The new delivery and sourcing strategy focused on increasing maturity to Level 3 on Gartner's IT
score scale and drastically reducing the dependency on contractors (from 57% of all IT resources to
32% in 24 months). Current sourcing negotiations aim at increasing the use of outsourcing/
managed services well above the current level of 26% to further reduce contractor dependency.
Business orientation is ensured by the ongoing hiring plans, mostly focused on filling integrated
supply chain, finance, digital, go-to-market, consumer services, loT and infrastructure services
skills. Now that the European integration has been successfully delivered, it’s time to move to
Strategy Driven investments and Digital Platforms investment across the globe.

Gartner Recommended Reading

"4 Major Sourcing Trends for a ‘New Normal’ World: Change, Outcomes, Risk and Agility"
"The Four Main Myths of Insourcing Debunked: Impact on Cost, Performance, Resilience and Skills"

"Embrace Dynamic Sourcing to Optimize Cost and Business Performance as Shown by Whirlpool
and Nokia"

"How Nokia Signed a $500 Million Digital Platform Service Deal in 90 Days With a Dynamic
Sourcing Approach”

"Kill Your RFP and Negotiate an Infrastructure Service Deal in 90 Days"

Evidence

' Digital infrastructure architecture won't be based on current topologies, but will be global in scale,
driven by business requirements. See "The Data Center Is Dead, and Digital Infrastructures
Emerge."

2 Digital infrastructure architecture won't be based on current topologies but will be global in scale,
driven by business requirements. See "Sourcing Decision Framework: The Business-Aligned
Approach to Outsourcing."

3 See "Sourcing Decision Framework: The Business-Aligned Approach to Outsourcing" and
"Establish IT Sourcing Principles for Successful Outsourcing."

4 See "Magic Quadrant for Data Center Outsourcing and Hybrid Infrastructure Utility Services, Asia
Pacific," "Magic Quadrant for Data Center Outsourcing and Hybrid Infrastructure Managed
Services, Europe" and "Magic Quadrant for Data Center Outsourcing and Hybrid Infrastructure
Managed Services, North America."
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5 See "Critical Capabilities for Managed Workplace Services, Europe" and "Critical Capabilities for
Managed Workplace Services, North America."

6 See "Magic Quadrant for Managed Workplace Services, Europe" and "Magic Quadrant for
Managed Workplace Services, North America."

7 See "Key Considerations When Insourcing After Outsourcing or When Fulfilling New IT Demands."

8 See Figure 35. "Distribution of IT FTEs: Insourced versus Contractor, by Industry, 2017" in "IT Key
Metrics Data 2018: Executive Summary."

9 See Figure 4. Project Spending by Pace Layer by Industry in "IT Key Metrics Data 2018: Key
Applications Measures: Project Measures: Current Year."

10 See Figure 21. Percent of Projects Using Waterfall, and Other Methodologies Industry in "IT Key
Metrics Data 2018: Key Applications Measures: Project Measures: Current Year."

1 See "Understanding Rural Sourcing as an Alternative to Offshore Outsourcing."

12 See "Evaluate Offshore/Nearshore Countries for Outsourcing, Shared Services and Captives
Worldwide, 2017."

13 See "Toolkit: Negotiate More Effectively Using Key Labor Rates for IT Application Outsourcing
Deals."

14 See research note "What You Should Never Outsource: Three Key Rules."
15 See "Building and Maturing a Vendor Management Capability Primer for 2018."

16 See "Toolkit: Orchestrate Detailed Multisourcing Service Integration Roles and Responsibilities to
Meet Business Objectives."

17 See "Apply a Dynamic Sourcing Strategy for IT Services to Support Digital Initiatives."
8 See "Forecast Analysis: IT Services, Worldwide, 1Q18 Update."

19 See "Magic Quadrant for Data Center Outsourcing and Hybrid Infrastructure Utility Services, Asia
Pacific," "Magic Quadrant for Data Center Outsourcing and Hybrid Infrastructure Managed
Services, Europe" and "Magic Quadrant for Data Center Outsourcing and Hybrid Infrastructure
Managed Services, North America."

20 Evaluate sourcing relationships on five critical areas leveraging "Toolkit: Outsourcing Relationship
Assessment and Improvement Plan Template."

21 See "Four Essential Categories to Assess When Outsourcing the Multisourcing Service Integrator
Role" and "Key Performance Indicators Required for MSI-SIAM Role to Manage Multisourced IT
Services Ecosystem."
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22 See "Magic Quadrant for Data Center Outsourcing and Hybrid Infrastructure Utility Services, Asia
Pacific," "Magic Quadrant for Data Center Outsourcing and Hybrid Infrastructure Managed
Services, Europe" and "Magic Quadrant for Data Center Outsourcing and Hybrid Infrastructure
Managed Services, North America."

23 See "Magic Quadrant for Managed Workplace Services, Europe" and "Magic Quadrant for
Managed Workplace Services, North America."

24 See "Market Guide for Multisourcing Service Integration."

25 See "Hype Cycle for Hybrid Infrastructure Services, 2017" and "IT Market Clock for Hybrid
Infrastructure Services, 2017."

26 See new sourcing options in "New Bimodal Sourcing Strategy Options Enable Successful Digital
Businesses."

27 Sourcing and vendor managers can assess their outsourcing relationships with strategic service
providers by using "Toolkit: Outsourcing Relationship Assessment and Improvement Plan
Template." Sourcing and vendor management leaders can assess the maturity of their vendor
management capability with "ITScore for IT Vendor Management."

28 Evaluate sourcing relationships on five critical areas leveraging "Toolkit: Outsourcing Relationship
Assessment and Improvement Plan Template."

29 See "Research Roundup for the MSI-SIAM Role."

30 See "Checklist and Guide to the Impact of Bimodal on Sourcing, Procurement and Vendor
Management."

31 See "How to Bundle Your Services in an Infrastructure and Application Outsourcing RFP."

Note 1 Infrastructure Services and Technology Supporting the Digital Business Platform

Information systems platform — Supports the back office and operations, such as ERP and
core systems.

Customer experience platform — Contains the main customer-facing elements, such as
customer and citizen portals, multichannel commerce and customer apps.

Data and analytics platform — Contains information management and analytical capabilities.
Data management programs and analytical applications fuel data-driven decision making, and
algorithms automate discovery and action.

loT platform — Connects physical assets for monitoring, optimization, control and monetization.
Capabilities include connectivity, analytics and integration to core and OT systems.

Ecosystems platform — Supports the creation of, and connection to, external ecosystems,
marketplaces and communities. APl management, control and security are its main elements.
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For more details, see "Building a Digital Business Technology Platform."

Note 2 Bimodal Sourcing Strategy Steps
Gartner recently identified the major steps required to manage strategic sourcing decisions:

1. Analyze need

2. Analyze financials

3. Assess vendor market

4. Analyze options

5.  Communicate sourcing strategy
6. Execute sourcing strategy

7. Evaluate results and reassess

See "Formalize Technology Sourcing, Procurement and Vendor Management Disciplines to Ensure
Business Value."

Note 3 Traditional (Mode 1) and Emerging (Mode 2) Sourcing Models

Traditional sourcing Models has been identified in Gartner sourcing research (2000-2012) as the
foundational elements of sourcing strategies and are: Internal Delivery; Shared Services/Captive
Centers; Joint Ventures; Build Operate and Transfer; Brand Service Company; Full Outsourcing;
Best-of-Breed Consortium; Selective Outsourcing; Prime Contractor/Multisourcing Integration.

For practical principles on when to use or not to use see, "How to Put Sourcing Models into Action
to Address Business and Market Dynamics."

New sourcing models has been identified as part of Gartner research on Adaptive/Bimodal sourcing
(2010-2018) as new required models to implement agile and dynamic sourcing strategies and are:
In-House resources; Reinsourcing (selective); Use of current providers; Engagement of new
providers/Subcontractors; Use of small providers for IP; Crowdsourcing and Hackathons; Digital
Business Consulting services; PCI/PCP and looking forward innovation procurement; Startup
Aggregators/Technology Incubators; Collaborative consumption/influence platforms; Techquisitions.

For practical principles on when to use or not to use, see "New Bimodal Sourcing Strategy Options
Enable Successful Digital Businesses."

Note 4 Using Staff-Augmentation-, Project- or Managed-Services-Based Resourcing

For more information, albeit with applications services, see the following historical research:
"Choosing the Right External IT Delivery Model to Meet Business Needs: Staff Augmentation,
Project-Based Services or Outsourcing."

Page 18 of 20 Gartner, Inc. | G00349519



More on This Topic

This is part of an in-depth collection of research. See the collection:

Use Our Checklist to Evaluate and Enhance Your Readiness for the Dynamic Sourcing of Digital
Business
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In today's business environment, insourcing and outsourcing decisions are
more frequent, more strategic and more complex. Understand the elements
for agile and effective decision making and strategy refresh.
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Strategic Planning Assumption(s)

Through 2010, organizations that apply outsourcing as an ad hoc solution to tactical business
problems will be dissatisfied with the performance of their contracts more than 70 percent of the
time (0.8 probability).

Analysis

1.0 Introduction

Today's business environment is dynamic and fast-paced, one in which change is normal and a
stable state is not. At the same time that business strategies and priorities change, the scenario in
the service market is turbulent, with new entrants and offerings, and frequent mergers and



acquisitions. Which services should be insourced and which should be outsourced are decisions
that dramatically change from organization to organization and from time to time.

Problems exist in all service engagements, but insourcing decisions generally do not result from
dissatisfaction with the external service provider, just as most outsourcing decisions typically do not
result from lack of capability or credibility from internal IT organizations (see “Insourcing After
Outsourcing Reveals Same Drivers, but New Circumstances”). Successful organizations will
outsource or insource services based on solid decisions, made for business reasons. They will
practice disciplined multisourcing, which is the provisioning and blending of business and IT
services from the optimal set of internal and external providers in the pursuit of business goals.

2.0 Decisions Are More Business-Focused and Granular

In the past, insourcing vs. outsourcing decisions were less sophisticated and generally made for
one class of services, or to fill an immediate resource gap. Services were not generally aligned with
business goals. Organizations decided they would insource or outsource all their application
development, all their infrastructure services or all their back-office processes. Or, they would
outsource a function to fill a gap and try to approach the external provider as extensions of their
own organizations, like staff augmentation. Today, decisions are made at a more-granular level. The
business and the IT organization will define more precisely what should be sourced internally or
externally, and why.

As a result, specific “chunks” of service will be insourced when other parts are outsourced. Or
specific chunks will be insourced back from a previous “wholesale” outsourcing decision. For
instance, a company decides to continue to outsource its accounting processes, but insource, from
its current outsourced relationship, the financial management applications and processes. The
company realizes that it was losing its ability to design new financial controls and standards
because it lost its intellectual property with the outsourcing. It is not that the decision made some
time ago was wrong, but circumstances changed. There is more external oversight and more
stringent regulations to comply with, and more process knowledge is required. In this example,
change at the regulatory level forces changes inside the company. The level of change required
serves as a driver to re-examine the sourcing strategy.

Given the same conditions, another organization may have made a different decision. For instance,
in a traditional manufacturing company, financial management is important but is not strategic and,
although financial decision and management will forever remain an internal responsibility, those

applications can be easily outsourced or obtained in a business process outsourcing arrangement.

The reality is that there is no "one size fits all" for insourcing vs. outsourcing decisions. Be sure you
follow a formal and documented process to arrive at decisions. You will use that as a baseline for all
subsequent decisions and for formal revisions of your sourcing strategy, triggered by changes in
current business and service conditions (see “How to Build a Sourcing Strategy” and “Advance Your
Sourcing Strategy with Gartner’s Self-Assessment Tool”).
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3.0 Decisions Are Affected by the Maturity of the Organization

IT organizations follow an evolutionary path, from delivering a chaotic response, through several
stages of increasing maturity, to ultimately delivering value. Likewise, the business' perception for IT
will evolve from uncertainty, through several stages of increasing appreciation, to respect (see “How
to Climb the IS Credibility Curve”). By the same token, insourcing and outsourcing decisions will
become increasingly sophisticated as the organization matures.

Before a certain level is reached — one where IT proactively offers solutions to business problems
or opportunities — insourcing vs. outsourcing decisions are made mostly based on the reaction to
an immediate need, such as resources in specific numbers or with specific skill sets, or a reaction to
a sustained level of failure or dissatisfaction, such as frequent business interruption or spiraling
costs.

In mature organizations, business, IT and sourcing strategies are tightly aligned. The IT organization
proactively offers solutions to its users, leading to the development of a portfolio of services,
comprised of internally and externally provided services. The IT organization begins to view external
sourcing as an opportunity and starts analyzing resource and sourcing options based not simply on
availability, but on what the business value is in each of the options. Sourcing decisions become
strategic and business metrics are used to evaluate their overall business effectiveness. That
change of perspective is pivotal in the development of mature sourcing practices. Not many
organizations have reached those mature stages, but that is an objective all should strive for to
reach for demonstrable, positive business impact.

If your organization has not yet achieved a mature stage, then sourcing decisions are tactical and
external resources are often engaged to remedy a resource or skill gap. Internal sources will
generally be the preferred choice when the IT organization is making the decision, and external
sources are often given higher consideration when other groups are making the decision for IT. In
either case, the IT organization can actively use all instances of sourcing decisions to increase the
organization’s maturity about sourcing by involving different, relevant perspectives in the decisions
and evaluating the appropriate factors. The more IT drives informed decisions according to an
established framework, the more credibility IT will have for appropriate decisions.

As your organization climbs the maturity curve, be sure to create a decision framework and a
repeatable process that become embedded in sourcing governance. This will ensure that every
decision is approached with a recognition of the appropriate influencing factors and perspectives,
leading to decisions that support the sourcing strategy and business goals.

4.0 Decisions Depend on Different Perspectives

The key to strategic, business-aligned sourcing decisions is to involve the different stakeholders,
with their different perspectives, to participate in the process. We perceive three important
stakeholders with different perspectives with regard to insourcing vs. outsourcing decisions:
business end users, the IT organization, and internal or external service providers. Each
perspective, if isolated from the other two, will drive different, conflicting choices (see “Combine
Three Building Blocks to Build a Sourcing Governance Framework”). For example, business will
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choose a source mostly because it complements the business, without due consideration to
security or compatibility with the architecture, and without considering the people or organizational
implications of that choice, whereas IT organizations might put undue emphasis on technological
considerations without consciously evaluating cultural compatibility and fit with the business.

Business users clearly have a demand perspective about services, with specific expectations
regarding outcomes. Service providers clearly have a supply perspective, with specific delivery
objectives. The IT organization has to deal with both demand and supply perspectives (see
“Sourcing Management: Aligning Demand and Supply”). This conflict is healthy for the business
when it is not suppressed — which is commonly the case — but resolved under appropriate
governance processes and rules. The sum of the conflicting perspectives will drive the application
and adaptation of sourcing decisions to changing business needs, from a demand perspective, and
to a changing resource scenario, from a supply perspective.

A well-designed sourcing governance framework will establish mechanisms that drive decisions
with a combination of perspectives that are, in each case, the most appropriate combination to
further the business strategy. Be sure you develop the appropriate governance framework, involving
the different stakeholders, to support your decisions.

5.0 Decisions Involve Many Factors

Industries are different, business strategies are different, enterprises are different, service markets
are different — and they change all the time, making it a challenge to plan, acquire and manage the
dynamic combination of services from internal and external sources. However, organizations can
improve the success rates of their decisions if they address the appropriate factors and evaluate
them against in and out alternatives through sound decision processes.

In the past, organizations considered factors in three categories when making sourcing decisions:

Business
Economic
Technical

These categories enable an objective evaluation of alternatives from the perspective of the end user
(demand perspective). However, many other factors affect the execution of services (supply
perspective) and, therefore, their contribution to the expected results. The additional categories are:

Sourcing
Organization
People

These three categories are often poorly evaluated. To make optimal sourcing decisions,
organizations must examine many factors in each of the six categories and balance the importance
of various factors in light of today's reality and future objectives.
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Business Factors: Assess how different alternatives will deliver the most value to the business
and how services will further business objectives and strategy. Assess the business value
delivered by the service, expressed in ways such as innovation, competitive potential and
intellectual property. All those positive characteristics must be evaluated against business risks.

Economic Factors: It is not enough to only compare costs. Also evaluate other attributes, such
as the cost structure (critical, for instance, in country comparisons when considering onshore,
nearshore or offshore locations), investments and cash flow, drawing a complete economic
picture that should be compared to the estimated return (see “How to Build the Sourcing
Business Case”).

Technical Factors: Analyze how well the proposed services fit your business architecture and
technology standards, or how the provider’s architecture fits your business requirements.
Another issue is how the proposed services and processes can be integrated with established
operations. Technical factors deal also with the critical decision of preserving the current
architecture or transitioning to the service provider’s standard environment. Technical factors
also consider other critical aspects, such as security.

Sourcing Factors: Evaluate the availability on the "supply side." The different sourcing models
— from internal delivery to selective outsourcing — from different sourcing locations —
insourcing, onshore, nearshore or offshore — can be dramatically different. For those models
and locations, evaluate sourcing management issues, such as structure, roles, relationships,
responsibilities and governance framework.

Organizational Factors: Evaluate “organizational fit,” comparing internal and external sources.
The enterprise personality profile (a composite of culture, leadership style, risk profile and
maturity) will greatly influence insourcing or outsourcing choices, as well as the respective
sourcing governance models. A good organizational fit is an obvious advantage for the internal
source, and may be the deciding factor in the absence of a strong advantage for the external
source. Conversely, a good organizational fit with an external provider can be a deciding factor
when it already brings advantages over the internal source in other factors.

People Factors: Assess workforce management issues (hiring, training, dismissing and so on)
vs. dynamic access to resources in outsourcing. Also assess how people will be affected at the
workforce, team and individual levels, considering working relationships, collaboration, the
impact of change the service will bring and the necessary change management program that
will take place with each choice. Services are a people business that requires integration among
the different sources to achieve expected performance levels.

Other categories of decision factors are possible, dealing with specific issues such as compliance,
time to market, innovation and global sourcing. However, the six categories detailed here are
applicable to all decisions, and organizations must consider all six decision factor categories
whenever making sourcing decisions.

6.0 Decisions Are Influenced by Drivers and Catalysts

Drivers and catalysts affect the evaluation of decision factors. They compose the backdrop scenario
for that evaluation. You must identify the occurrence of new drivers and catalysts and their possible
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influence in your sourcing strategy. A positive identification will trigger the need for a refresh in your
strategy.

Drivers: These forces stir internal or external resources toward business objectives and are
directly associated to business strategy. They compel an organization to examine the adequacy
of a source in the current environment. Frequent drivers of insourcing vs. outsourcing decisions
are:

Economics: Changes in the economic scenario and financial conditions

Control: The initiative to retain or shed ownership of process, technology, intellectual
property and so on

Business conditions: Industry threats or opportunities
Competitiveness: The inherent characteristics of an organization’s products or services
Intellectual capital: The initiative to obtain, protect, manage or relinquish knowledge assets

Client ownership: The initiative to be close to or move away from a direct relationship with
end users or external customers

Catalysts: By definition, catalysts change the speed of chemical reactions, increasing or
decreasing them. Catalysts are circumstances or events that will accelerate or inhibit insourcing
or outsourcing decisions. For example, entrepreneurial organizations outsource more and
switch service providers more often; while conservative organizations insource more and switch
less. Every organization is under the influence of fixed and variable catalysts that affect its
propensity toward insourcing or outsourcing. Common catalysts that affect the speed or
direction of sourcing decisions are:

Merger and acquisition activity

Leadership bias and changes in leadership
Business process maturity

IT maturity

Resource or skill availability

Security concerns

Transition and continuity factors

An assessment of catalysts that are at play whenever a driver triggers the examination or
revalidation of a decision in the sourcing strategy, or when a new sourcing decision needs to be
made, will help the organization scope and describe the options for consideration. For example, a
business opportunity may be identified but the IT organization is not able to implement and operate
the required technology fast enough to seize the opportunity. The IT organization may want to drive
a fast-track outsourcing selection process, but security concerns will slow it down. In this case, the
driver (business opportunity) indicates a sourcing decision, but the catalyst (security concerns)
requires that a wider lens be used for considering the options. Conversely, an active business
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leadership can be a positive catalyst, deciding to accept additional risks to take advantage to the
business opportunity. You must recognize the presence of catalysts and deal with them
appropriately.

7.0 Decisions Are Subject to Change

Sourcing decisions will happen in four ways.

Development of Sourcing Strategy: One of the questions that must be addressed in that
process is “Who?” (See “Stop Outsourcing and Begin Disciplined Multisourcing.”) Who can best
deliver it, an internal or external source? What is our internal level of competency? Is the market
capable of delivering this service reliably? At that point, a decision will apply to a defined scope
of work, such as complete processes or a group of applications — for example, the company
decides that corporate-level applications will be built internally.

Evaluation of a Specific Demand: Under the general guidance established by the sourcing
strategy, the organization is evaluating a specific demand, which may be influenced by one or
more of the drivers and catalysts noted above. The decision process for sourcing a new
demand must be made in a structured way that considers the six categories of decision factors,
as well as any applicable drivers and catalysts. The decision process must be described in
sourcing governance practices and the resources involved in the decision process must
demonstrate compliance with these practices when seeking approval to proceed once a
decision has been reached (for example, the strategy indicates that a financial dashboard
should be built internally, but the organization decides to outsource this service to reach out to
high business process management expertise levels).

Annual Refresh of Sourcing Strategy: The third way is as a normal course of business. We
recommend that the sourcing governance process require a re-examination of the sourcing
strategy on an annual basis to determine if significant changes have occurred and if the strategy
is still valid in the current environment. This examination should also look at drivers and
catalysts to determine if any new forces are at play that will affect the overall sourcing strategy.
As an example, a service provider now offers financial applications as a service, charging
services by transaction volume, enabling a shift to variable costs in the expenditures for those
applications.

Event-Triggered Re-evaluation of Sourcing Strategy: The fourth way is when a new driver or
the influence of strong catalysts causes a re-examination of the sourcing strategy, outside of the
(annual) time frame indicated by sourcing governance. In this situation, the force of the driver is
such that the organization has to react quickly and open the strategy up to new options, even if
those options were not weighted heavily in the original, foundation sourcing strategy — for
instance, when a recent merger requires that all corporate applications from both companies be
insourced until they are seamlessly integrated.

In each of these situations, it is imperative that the organization understands the elements of
effective decision making and builds appropriate sourcing governance processes to ensure that the
sourcing strategy remains supportive of business requirements, continuously and consistently. A
sourcing strategy is not something that is done as a one-time activity and then executed. It must be
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viewed as part of the fabric of the business and the cornerstone for defining and deciding how
business is done.
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Key Considerations When Insourcing After
Outsourcing or When Fulfilling New IT
Demands
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Insourcing considerations are two-pronged — bringing back outsourcing IT
delivery in-house and deciding what IT work will be delivered internally
versus externally. Sourcing and vendor management leaders must weigh the
pros and cons to ensure they make the right choices.

Key Findings
Decisions made to insource are often based on delivery dissatisfaction with external providers.

However, bringing the IT delivery back in-house does not always solve delivery issues; in fact, it
may exacerbate them.

Large enterprises that have made the decision to insource after outsourcing have often received
significant media attention. However, in reality, insourcing after outsourcing does not happen in
many cases. Clients are more apt to change external providers, or modify the deal with their
current provider, than bring it back in-house.

New IT work is being carefully scrutinized to determine whether it is appropriate for delivery
internally or whether external delivery is the best option. Digital business requirements and
interactivity with the business are causing many clients to contemplate internal delivery in some
areas, such as application development and analytics.

Recommendations

Sourcing and vendor management leaders aiming to improve their services' sourcing execution
should:

Evaluate the current state of service delivery, set goals for the new state and evaluate how
effectively these services can be delivered through insourcing in comparison with outsourcing.

Assess, jointly with HR, the skills and competencies required to support IT delivery work that is
net new or insourced from what was outsourced. Differentiate between the need to hire and/or



train individuals and teams in advance of starting any transitions. Always examine the enterprise
brand value to determine the ease of attracting and retaining talent.

Determine how work will be transferred, taking into account the boundaries of the current
outsourcing contract, for those domains where insourcing is identified to be most suitable, but
where it is currently outsourced instead. Focus on ownership and risk of transfer of IP, systems,
assets, tools, processes and procedures related to the current delivery.

Minimize risk of insourcing by ensuring a backfill agreement for critical domains with the current
outsourcing provider or a domain specialist. Insourcing failure is always an option.
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This document was revised on 28 September 2018. For more information, see the Corrections page
on gartner.com.

Sourcing strategies should be continually evaluated to ensure that optimal delivery is occurring for
all IT and business delivery. This requires an examination of current delivery models to determine if
they are serving the needs of the business (based on current delivery requirements) or if a change is
needed. A change would be either to move delivery to a new external provider or bring it back in-
house for delivery with your own resources.

Sourcing strategies should consider new delivery requirements facing IT. Examinations of the new
requirements and factors, such as time frame to deliver, culture, maturity of the business and extent
of business collaboration, as well as the skills/talent needed to deliver, will guide the enterprise
decision to insource or outsource.
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This research document focuses on two areas, under examination by clients, for insourcing. The
first insourcing consideration is bringing IT delivery back internally after outsourcing. The second is
what enterprises are currently considering for internal delivery when tasked with new business
requirements.

For Dimension 1 and Dimension 2 insourcing, see Figure 1.

Figure 1. Insourcing Has Two Dimensions

Insourcing — Dimension 1 and Dimension 2

OQutsourced

Insourced

ID: 346877 © 2018 Gartner, Inc.

Source: Gartner (March 2018)

Dimension 1: Insourcing After Outsourcing — Reaching the Decision

The IT services market is buzzing with change as new outsourcing alternatives emerge each year,
driven by technology advancement and new providers entering the market. Just as rapidly,
organizations' IT services change in response to external and internal forces, making it necessary to
update IT sourcing strategies and reassess service delivery methods over time. When contracts
come up for renewal or clients consider a change in service delivery for business or frustration
reasons, sourcing managers must work with their IT and business stakeholders. They need to
decide how to continue providing services most effectively (or decide not to provide them). At that
juncture, the choice to bring a service back in-house or to transition from one vendor to another is
the most common consideration.

Sourcing managers (with their IT and business stakeholders) must evaluate both scenarios in light of
the factors. These factors include service delivery approaches, the credibility and maturity of the IT
department, the quality and cost of service delivery, and in the case of re-insourcing, the ability to
meet goals of changing business strategies with internal resources. They must analyze business
demand versus supply and realistically assess how well each scenario would meet business
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demand. Because sourcing options and business requirements change over time, decisions must
be made based on an up-to-date sourcing strategy.

Whether or not a change is made to insource or change providers, clients must understand and be
ready for the impact of the decision. With insourcing, the decision is largely based on readiness and
the ability to reabsorb the work. When switching vendors, it is whether or not new delivery will be
better than the current provider and how much risk you are willing to accept to make that change.
Either way, thoroughly examining the pros and cons of each potential decision can help you avoid
business disruption when delivery agents change. In addition, careful risk and change management
can minimize disruptions to your services ecosystem.

When bringing services back in-house, sourcing managers must examine the rationale for the
change, value propositions and any risks associated with change. Common factors that drive the
decision to insource after outsourcing are shown in Figure 2.

Figure 2. Common Reasons Why Clients Choose Insourcing After Outsourcing

Common Reasons Why Clients Choose Insourcing
After Outsourcing

= Reduce cost, changed = Tie delivery to current
economic conditions business needs
= Baseline volumes = Expansion or reduction of

current scope
= Provider's strategy has changed

= Intellectual property = Delivery capability insufficient
= Security = Deal flexibility insufficient
= Resources

= Business direction = Near end of term
= Delivery requirements

= New players; i.e., CIO, CEO

= New technology offerings

ID: 346877 © 2018 Gartner, Inc.

Source: Gartner (March 2018)
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Cost: Clients want reduced cost for IT service delivery, especially if they have signed a fixed-
price multiyear contract, and they feel that their rates exceed market-bearing rates. They may
also find "margin stacking, or margin-on-margin" situations where their primary vendor
contracts out some or all service delivery to a subcontractor.

Control: Clients want to steer services in a different direction or increase agility to support ever-
changing business needs. Clients may choose insourcing for greater control over security,
intellectual property (IP) and regulatory demands, and to lower risk exposure or when their
enterprise culture works better when they have complete control.

Change: Changes in business direction drive the need for transition; for example, mergers and
acquisitions, new senior leadership setting a different direction for the enterprise, or business
strategy being revised. In addition, volume baselines may change significantly, such as a
divestiture of the business making the delivery a smaller scope.

Coverage: Over time, a contract has fallen out of alignment with the current needs of the
business. The provider's strategy may also not be in alignment with delivery needs; for example,
if a vendor is running down a book of business.

Capability: The service provider is delivering unsatisfactory service. Or, the client had
expectations that items were included (or excluded) in the coverage of the existing contract, but
they were not.

Contract: A contract is coming to the end of term, which necessitates a decision to retain the
current provider, change providers or take the work back in-house for delivery.

But Are You Ready? And Will Delivery Be Better If You Insource?

Bringing services back in-house after outsourcing could necessitate a significant investment in
resources, time and money to recruit and establish new roles, responsibilities, skill sets,
competencies, personnel, tools and methodologies. As with any large-scale transition, sourcing
managers (working with their stakeholders) must clearly articulate the key business reasons for the
decision.

Moreover, for implementation and long-term sustainability, the most critical element of success is to
align business drivers to the transition approach and action plan. It is important to contemplate all
the costs and challenges involved when switching the party responsible for delivering services, even
when the new party is your organization.

Answering the questions below, grouped into five major areas, will help organizations gain a better
perspective on whether insourcing after outsourcing is a viable option. Please see "Toolkit:
Outsourcing Relationship Assessment and Improvement Plan Template" for a more detailed analysis
of the outsourcing relationship and to identify detailed improvement activities.
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Strategy

Why did we outsource in the first place? To improve service? Focus on core competencies or
strategic tasks? Speed, agility, flexibility and innovation? Cost takeout or increased cost
predictability?

How good was the organization at performing this delivery before it was outsourced? What is
the capability to do so now?

Is the outsourcing deal aligned to current business objectives? What objectives are not being
met, and could internal services meet those?

Cost

Do we have the capital and time to invest in keeping the environment and employees up to date
regarding continuous improvement, automation, innovation and technology advancements?

Do we have the economies of scale to perform the delivery at a cost-effective price?

How will asset transfer occur? What costs are involved? Who owns the assets and what
guidelines were established in the contract to determine asset value (and cost to acquire)? Does
the vendor's depreciation approach match ours?

Service Quality

Do we have strong standards, methodologies, processes, procedures, metrics and sourcing
management competencies to reabsorb the work?

How long will it take to "ready" the environment? What is the organizational impact of this
transition?

Are the required service levels being met? How is service delivery satisfaction? Are end users
satisfied? Are "the service dashboards showing green but the end users seeing red"? In the
new scenario, will service delivery be the same? Better? Worse?

Investments/Capital

Is the environment ready? You may need to make investments in hardware, software, tools and
platforms to support the insourced work. Do you have the funds and time to build and ready the
environment?

Who owns IP, systems, assets, tools, processes and procedures for the current delivery? Is it
our organization, or is it proprietary to the incumbent vendor and will leave with them?

HR/Training

How is hiring in this area for the skills needed? Can HR recruit enough of these skills to sustain
delivery? How will it retain staff?
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Does the current vendor utilize global resources? If so, what plans do we have regarding where
work is performed? Do we have global locations and access to global talent? Do we need
global talent?

What is the job market in your area? Are you able to hire, in the time you need them, the right
resources to support the insourcing decision?

Dimension 2 — Insourcing Net New Business Requirements

Digital business is causing new demands on IT, more than ever before and at a faster pace for
delivery. The business expects IT to be fast, agile, innovative and efficient. These demands are
causing sourcing and vendor management leaders, along with their IT and business stakeholders,
to determine, at an accelerated rate, how IT will deliver against the new business and industry
requirements. And, some net new IT work is being insourced more than in the past, but in specific
areas.

Common factors used to determine insourcing of net new IT requirements:

Design (requirements analysis) and configuration: Specific tasks requiring significant
interactions with the business, necessitating on-site and often internal resources with an
understanding of complex business issues, interfaces with existing or planned applications/
platforms, business goals and objectives.

Project- or methodology-specific demands: "Increasingly, projects are run in agile or DevOps
models. Both agile and DevOps imply highly collaborative teams to autonomously deliver
results. Both models imply strong dedication and collaboration between business and delivery
representatives to release new functionality increasingly faster. Organizations therefore need to
invest anyway in agile capabilities and might consider that in their respective domain it is better
to completely control the agile delivery instead of being dependent on outside capabilities."

Agile is as much a philosophy as a methodology. Its core tenets include increasing
collaboration, empowering development teams and keeping the development process
transparent. Therefore, the critical success factor for agile involves people. Practitioners must
think and act differently in their approach to work. The agile approach leans heavily on the
closeness, creativity and collaboration of its practitioners, and they must exhibit a range of skills
and personal traits that aren't as critical in traditional IT and development approaches. These
traits include new technical, business and professional effectiveness skills, as well as new

mindsets.’

In agile methodologies such as scrum, teams are collaborative, self-sufficient and accountable,
requiring no outside support to get the job done.’

They don't wait for work to be assigned to them by managers in a traditional, authority-based
"assembly line" approach. Within agile, "the most efficient and effective method of conveying

. . s . . u3
information to and within a development team is face-to-face conversation.
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Teams must have a high level of communication and aligned goals to get the job done. The
intensive communication requirements with agile have caused some enterprises to consider
doing this development work with insourced resources versus external.

Culture: Different business cultures necessitate different approaches to sourcing; for instance,
when the enterprise wants complete control over resources and the ability to change work
priorities as desired. In some enterprises, there may be different cultures in different business
units based on leadership and maturity of the individuals articulating needs and desires for new
IT support.

Integration with the business to drive innovation: Net new IT work driven by digital business
generally requires close proximity — in many cases between IT resources and business units —
as much of this work is iterative in nature. It also requires increased agility. Proximity, and a
mutual understanding of the direction of the business, goals and objectives between internal
resources, can enhance communication, innovation and outcome. Innovation is a must in
driving new ideas — automation, artificial intelligence (Al) and robotics-based solutions — that
support business requirements and integrate IT with the business.

Concern with loss of intellectual property: Digital business initiatives may include new
product design, new channels for sales and changing portfolios. Clients may wish to hold that
insight internally, with insourced resources to retain trade secrets. They could be leery of the
ability to protect IP when using service providers.

Insourcing After Outsourcing: Big Press Coverage, but Limited Insourcing Really Occurring

Insourcing has received media attention in recent years, but the attention has been given to large
enterprises that have articulated a significant change in IT resource strategy. However, this attention
has not directly led to a noticeable increase in insourcing deployments. Here are examples of
companies that have insourced some of their IT delivery, and their rationale for making the change:

General Electric (GE) IT outsourcing dropping from 74% to 50%

GE — In 2016, GE's CIO stated that the company would drastically reduce its outsourcing of
talent from 74% to 50% (in terms of number of employees) by the end of 2017. GE had
previously been a big outsourcer and offshorer of IT, but CIO Jim Fowler is increasingly bringing

a lot of its IT work back in-house — including adding a new captive center in Bengaluru, India.’
Captives cut outsourcing to Indian IT to solve digital challenges in-house

India is withessing captives cut outsourcing with Indian outsourcing vendors and moving work
in-house (captive centers) as the country adopts emerging areas, such as artificial intelligence,
cloud and digital technologies. GE CIO Fowler stated that 70% of the services were outsourced
before he took over the responsibility as chief information officer, and he desired to reduce that
to 50%. "We made a decision for 50:50, and there is still a role for contractors to play, and
business partners to play. But | have to bring intellectual property in-house. We have moved
from being project managers to product managers, where each of our products is treated like a

commercial product,” he told Business Standard in an interview in December 2017.°

DBS boosts "insourced" tech staff by more than 1,300% in 12 months
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DBS increased the amount of "insourced" technology staff by 1,362% in 12 months.
"Insourcing enables us to create intellectual property, better manage our technology
deployment, and improve cost efficiency," says a spokesperson for DBS. Staff costs went up by
1% overall, while costs per head — total employee expenses (such as salaries and bonuses)

divided by total head count — shrunk by 0.4%.°

JC Penney to reduce outsourcing to India

As part of an "insourcing" drive, U.S. retail chain JC Penney plans to hire at least 1,000 people
across software and business functions in two years for its Bengaluru technology center. JC
Penney chief information officer Therace Risch stated that the company would also continue to
hire in the U.S. The shift toward insourcing is reflective of a broader change in the attitude of
large enterprise buyers of technology that have over the years viewed India as a low-cost

. . . 7
outsourcing destination.
Telstra moving toward insourcing

Australian telecom major Telstra, which has been outsourcing technology work to Infosys for
nearly 10 years, spoke of its plans of setting up a captive unit in India. The firm's large service
provider Infosys will help it set up a unit with 200 people initially. The company is expected to

work on emerging technology areas at lower costs at the India c:aptive.8
General Motors brings back 10,000 IT jobs to the U.S.

Auto giant General Motors announced in 2012 that it intended to bring back 10,000 IT jobs to
the U.S. in the next three to five years. This is flipping its percentage of outsourced work from

90% to 10% and vastly simplifying its IT structure.’

Outside of these large firms and their notable coverage, few firms are bringing work back to internal
delivery after outsourcing.

Conclusion

Outsourcing after insourcing: While insourcing is heavily discussed among clients, especially
when they are frustrated with service provider performance, it is not a trend that has any major
traction. When clients outsource, they are apt to stay outsourced. If delivery problems occur, or
the deal size and scope change, they are more apt to transition to a new outsourcing vendor (or
take some critical functions back in-house) than take the entire workload back for internal
delivery. Many enterprises that have examined bringing work back in-house find that it is a
costly proposition, especially when assets have been transitioned to a supplier or they are
receiving industrialized, one-to-many services. They are heavily reliant on the provider's
infrastructure, platform, tools, methodologies and labor to deliver. Enterprises are also aware
that they may have difficulty hiring enough staff, with the right skills to reabsorb the work,
especially if it requires on-site delivery.

Insourcing net new IT work: Digital business transformation is a type of digital journey that
has the ambition of pursuing net new revenue streams, product/services and business models.

Gartner, Inc. | G00346877 Page 9 of 12



It is favored by enterprises that must adapt to an industry in disruption, or ones that want to
disrupt their industries. "’

Digital business is creating much more demand on IT for expedient, agile delivery and

outcomes that will drive business success. IT support of digital business, in many cases,
requires a higher degree of interaction between the business and IT, causing enterprises to
consider which is best to deliver against the needs. Insourcing for net new IT work in this area is
occurring for some enterprises that feel that internal resources are the most optimal to work
directly with the business to design, create, test and implement. Gartner, however, forecasts

that the IT outsourcing market will increase $113 billion over the next five years.11 This indicates
that insourcing for net new work is not expected to be a significant trend.
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Reuters Insources Software Development
Offshore

Published: 29 July 2003

Analyst(s): Dion Wiggins

Through refined processes and continuous training, Reuters has moved a
large part of its software development from the United States and Europe to
a more-efficient, cost-effective development center in Thailand.

What You Need to Know

Reuters has built a solid model for success through process, training and a culture of knowledge
sharing and continual improvement — combined with a well-thought-out, progressive strategic
sourcing plan aimed at how to achieve goals rather than what to produce. Clearly defined,
progressive objectives that consider the advantages and disadvantages of each location, using
insourcing and outsourcing models, are essential for enterprises seeking to move offshore. Not-so-
obvious costs such as telecommunications must not be overlooked when considering moving
offshore; they can be difficult to correct later.

Case Study

Reuters Software (Thailand) has an office in Bangkok, Thailand, with 278 employees working as a
service organization to internal product managers and service owners from Reuters' news and
financial services companies worldwide (see www.about.reuters.com/aboutus/overview/ and
www.reuters.com). This model of offshore insourcing has proved to be a successful, cost-effective
alternative to offshore outsourcing and using internal staff based in the United States and Europe.

Problem

During the 1980s and 1990s, Reuters experienced a period of rapid growth, acquiring small and
large companies around the globe, which resulted in many distributed development sites and poor
communication between sites. In such an environment, it was difficult to implement a single, unified
development strategy and ensure that valuable resources were not wasted through duplication and
lack of coordination across geographies.

Reuters has more than 800 client-facing products, many of which is are in the care and
maintenance phases of their life cycles, with only bug fixes and minor functional enhancements
being performed as products are phased out and users make the transition to more-strategic


http://www.about.reuters.com/aboutus/overview/
http://www.reuters.com

Reuters products. Because of resource constraints, supporting products in Reuters' traditional
development locations did not always allow for all the features that clients were asking for to be
delivered in a timely manner, resulting in client dissatisfaction and a poor reputation for supporting
some product lines.

Obijective

During the mid-1990s, Reuters concluded that it needed to upgrade its product development and

maintenance processes. Changes were needed to improve customer satisfaction, deliver software
in an efficient, cost-effective manner, and optimize resource utilization to accelerate strategic new
product development.

Approach

1. Measuring the Size of the Problem

Reuters' first step was to gauge the magnitude of the problem. During a nine-month period
spanning 1996 to 1997, a project called Blueprint was launched to catalog and produce an
inventory of development locations, and their respective areas of expertise and products. Reuters
identified 80 software development and maintenance locations worldwide, with some functionality
being duplicated as many as six times.

2. Creating a Strategy

In 1998, Reuters formulated a consolidation strategy and looked for an offshore destination that
would be suitable for providing care and maintenance services for client software products. By
relocating these services, some established locations would be moved, downsized or closed.
Reuters determined that by using a consolidated development center, a staff of 200 would be
needed to care for and maintain established products, providing bug fixes and minor functional
enhancements only. These staff would not be used to develop new products or provide major new
enhancements to core products.

3. Determining Offshore Location and Model

India, Vietnam, China, Eastern Europe and Thailand were considered as possible locations for a
high-capacity development center specializing in software care and maintenance. China was ruled
out because its legal system lacked the desired degree of transparency. At the time, the pool of
available talent in Vietham was considered too small. The Eastern European countries were either
not cost-competitive or lacked sufficient infrastructure.

Why Thailand? Thailand was added to the list of companies to consider as destinations because of
Reuters' 1997 acquisition of Bisnews, a supplier of low-cost terminals to the Thai domestic equity
markets with a development team of approximately 40 people. Reuters didn't acquire the company
for its developers, but for its business. Reuters' initial reaction was that it did not need the
development team; about 25 percent of the team were terminated. The remaining team members
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continued to support and enhance the domestic product line, and became involved in regional
development projects and development for the Reuters Consulting unit.

In late 1996, Reuters formally adopted the Capability Maturity Model (CMM). The Thai developers
impressed Reuters' U.K. management by quickly embracing CMM and becoming one of the first
Reuters IS groups to be certified at CMM Level 2. Management continued to be won over by the
Thai workers' skills and work quality. When management began to focus on a consolidation
strategy, Thailand was considered a possible destination as a direct result of the impressive efforts
of the Thai developers.

India may have seemed the obvious place to develop software for such high-profile products.
Reuters was already outsourcing the development and maintenance of some internal systems to
Satyam Computer Services, one of the leading Indian offshore IT service providers, and was happy
with Satyam's services. Reuters investigated insourcing and outsourcing options from different
regions. Outsourcing software care and maintenance to Indian service providers would cost 40
percent to 50 percent of what it would in the United Kingdom; using an insourced model in Thailand
would cost 18 percent of what it would in the United Kingdom.

Another factor for selecting Thailand was the nature of the work itself. Internal systems scope is
relatively static and easy to define, while the scope of client-facing products is much more dynamic,
with priorities changing quickly and a more-rapid response from developers required. Reuters
decided that an outsourcing model would not provide the level of control necessary for such an
agile set of client-facing products.

Insourcing in India was also considered. However, the IT market there is very competitive —
Reuters would be competing with hundreds of other companies for India's top IT workers, and
would be forced to offer higher levels of compensation to attract the best and brightest. In Thailand,
Reuters could leverage its first-mover advantage, cherry-picking from the best workers available
and gaining considerable brand equity as an employer. Competition for top IT graduates is not as
fierce as in India. As Reuters increased its staff, it would not be greatly affected by other entrants to
the market. Reuters was also able to gain tax and other incentives through the Thai government's
Board of Investments. All of these factors made Thailand attractive.

4. Getting the Business Case Approved

During the first three steps, business, governance and management models were fleshed out as
part of the overall costing exercise. After selecting Thailand, the models were quickly fine-tuned and
turned into a solid business case, which was submitted to management in late 2000 and approved
three months later in early 2001 — which by Reuters' own admission was a fairly short decision
process.

Results

Quality: Many companies opt for offshore development with the primary goal of reducing costs by
deploying a similar level of resource at a lower cost per resource. Reuters' primary goal was to
improve the level of service delivered to clients by increasing the number of resources applied to
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tasks; in some cases the increase was as much as nine times. Reuters can now handle more
change and feature requests from clients and deliver them faster. Customers are more satisfied,
and Reuters' reputation for poor support and service is being turned around.

Respect and Efficiency: At first, the selection of Thailand produced skepticism in many parts of the
enterprise, especially in locations that were directly affected by the restructuring. Many IS
organization workers believed that fresh graduates could not replace them. However, because of
Reuters' rigorous training and culture of knowledge transfer and sharing, the Thai software
operation proved its efficacy and earned respect companywide. Initially, Thai developers were only
responsible for caring for and maintaining established products. However, because of their success,
the objectives of the Thai development center have changed; it is now developing strategic
products. High-level functions, such as architecture and design, remain in the United States and
Europe; low-level implementation, design, and testing of many products have begun to move to
Thailand.

Critical Success Factors/Lessons Learned

The keys to success for Reuters have been a rigorous adherence to process and an intensive
training and knowledge transfer program, combined with a thorough, well-executed strategic
sourcing plan.

Critical Success Factors

Process: Reuters employs several CMM experts. The company is currently at CMM Level 3, with
plans to reach CMM-Integrated Level 5 by year-end 2003. Reuters' global head of process
technology relocated from London to Bangkok in July 2002 to support the Thai software process
improvement full-time. Strict process enforcement helps to maintain staff excellence, product
quality and clear communications between product owners and the Thai staff.

Recruitment: More that 80 percent of Reuters' Thailand staff have been recruited from the top 10
percent to 15 percent of the IT graduates from Thailand’s leading universities during the past three
years. Graduating students carry no "baggage" from previous employment, so it is easy to
indoctrinate them in company processes and standards

Between April 2003 and June 2003, Reuters recruited 40 new graduates. As a result of being a
major employer of new graduates, several of the newer universities, such as Kasetsart and
Thammasat, are working with Reuters to improve their curriculums. Reuters supports the
universities by allowing site tours and providing CMM training to students at the universities.

Reuters is constantly looking for skilled workers with solid industry experience, but they are
becoming harder to find. Many workers who have held roles such as project manager have not had
formal training and lack discipline in process and management skills.

Training: Reuters has launched an intensive training scheme to constantly improve staff skills and
bring them up to the level required for its ambitious projects. An in-house training facility with two
full-time trainers ensures that new recruits and established staff continuously improve their skills.
Additional trainers from abroad frequently provide instruction specialist topics.
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University graduates who join Reuters are put though a one-month training program that includes a
company orientation, a technology and architecture overview, and advanced programming courses
in C++ and Java. They are assigned to a transition project and sent to a transitioning product
development location for three to six months of training.

A culture of knowledge sharing, continuous personal improvement and adherence to clearly defined
processes enables Reuters to bring a university graduate up to project leader level in as little as two
years. Many are up to the challenge and often exceed expectations.

Language: Although English is not spoken natively in Thailand, many of the staff have strong
conversational and written English skills. Although not all staff are required to have strong English
skills, strong English is important for those facing internal clients such as product managers outside
of Thailand. All direct reports to the technical director must have strong English skills. The
company's knowledge-sharing culture encourages workers with a good grasp of English to help
those with lesser skills. Three training sessions per week (two in conversational English and one in
business English) are conducted at Reuters training facilities by teachers from local English
language schools.

Knowledge Transfer: Knowledge transfer has been reasonably successful. New recruits in Thailand
are sent to the original product development locations in the United States and Europe for
knowledge transfer; employees who are moving are also frequently sent to Thailand for knowledge
transfer before their departures. Some knowledge gleaned from longtime domain experience is
more difficult to transfer. At first, new employees can have difficulties dealing with and investigating
fault reports and enhancement requests. Key staff mitigate such problems by working with new
recruits immediately on their arrival at the transitioning product development center.

Staff Terminations and Relocations: It is never pleasant to terminate staff, and it's even harder when
employees with more than 15 years at the company see their positions move overseas. Reuters was
keenly aware of these issues, giving the affected employees as much notice as possible or offering
them positions elsewhere in the company. Key development staff at product development locations
whose functions are being moved are encouraged to participate in the transition process, and are
offered retention bonuses for successful project completion. Employees facing job loss or relocation
are treated well. As a result, Reuters has minimized the difficulties of making the transition to new
employees.

Lessons Learned

Communications: The original objective for Reuters' Thai development center was to provide care
and maintenance, so communications bandwidth was not considered important. With the decision
to relocate some strategic product development to Thailand, bandwidth requirements have
changed. Because of stringent telecommunications regulations, Thailand has the most-expensive
international communications infrastructure in the Asia/Pacific region. A recent price quote for a
redundant 45-Mbps link to the United States came in at close to $400,000 per month. Reuters is
seeking lower-cost solutions, because this level of expense makes much of the work in Thailand
financially unfeasible. Currently a lower-speed link is used, forcing Reuters to move work to
Singapore, where bandwidth is affordable, but salaries and facilities costs are higher. Experiments
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are under way to establish servers in Singapore and connect to them remotely for testing from
Thailand, which may be a viable work-around. Many enterprises are facing similar issues, with job
opportunities in Thailand suffering as a result.

Key Issues

Which trends and external forces are driving changes in workplace strategies?

This research is part of a set of related research pieces. See Outsourcing Backlash: Globalization in
the Knowledge Economy for an overview.
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Stop Outsourcing and Begin Disciplined
Multisourcing

Published: 23 February 2006

Analyst(s): Linda R. Cohen, Allie Young

This report explains what multisourcing is and how your enterprise can
implement it. It also presents five questions that organizations must ask
before they outsource any |T service.

Key Findings

Many outsourcing deals fail to live up to their potential because of the widespread use of
outsourcing in an ad hoc, compulsive way to solve current business problems.

Organizations must adopt disciplined multisourcing to consistently deliver seamless, integrated
services from internal and external sources.

Organizations must change the sequence of their sourcing decision processes.

Predictions

Through 2010, organizations that continue to apply outsourcing as an ad hoc solution to tactical
business problems will be dissatisfied with the performance of their contracts more than 70
percent of the time.

By 2010, market leaders will instill disciplined multisourcing as a core competency for
successful business operations. Lack of multisourcing management discipline will result in
large-scale business disruption among buyers, suppliers and their value chains.

Recommendations

Develop multisourcing as a core discipline in your organization to guide your sourcing strategy.
You will never achieve optimal business performance without a well-planned and integrated
sourcing strategy.

Understand the importance of sequential choices and decisions in implementing your sourcing
strategy. Begin by methodically examining why the sourcing model must change, what services
should be considered to meet those goals, who can best perform those services, and finally,
how and where the work should be done.
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Use the Gartner multisourcing frameworks to guide you in the review and implementation of
your sourcing strategy.
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1.0 Introduction

The dynamic for outsourcing success is changing rapidly. The typical goals of lower costs and
improved performance are losing ground to misspent funds and wasted effort.
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The root of the problem lies within an organization’s outsourcing practices. To turn those practices
around requires a new way of thinking. It requires organizations like yours — whether new to
outsourcing or a practiced veteran — to embrace a new operational model that is strategic,
repeatable and reliable.

We’ve pioneered that model at Gartner, and call it “disciplined multisourcing.” It offers an important
approach to creating a seamless and cohesive service environment that responds rapidly to change
and delivers measurable business results. And it comes at a time when investors are insisting that
companies have well-articulated plans for outsourcing services externally.

1.1 Compulsive Outsourcing

Although its benefits continue to be debated in the popular press, outsourcing is now considered an
established business practice. This has led to more outsourcing deals — but not necessarily “good”
deals. Eventually, a step is missed somewhere, and service is disrupted. “Outsourcing” is blamed,
and a specific outsourcing deal may be regarded as a disappointment or even a failure.

Gartner calls this trend “compulsive outsourcing.” Your organization probably compulsively
outsourced if you outsourced:

Simply to save money
Because your competition was doing it
Without a sourcing strategy directly aligned with your business strategy

Without first developing the competency to effectively manage relationships with your service
providers

Because your CEO stopped asking, "Should we outsource?" and started mandating
outsourcing or offshoring

Problems from compulsive outsourcing arise when sourcing actions are taken serially and tactically
rather than strategically. This error creates a domino effect:

Organizations struggle to manage and integrate internal and an ever-growing number of
external service providers.

Tactical outsourcing actions fail to align and integrate with changing business needs.
Failure to integrate leads to suboptimized operations.
Suboptimized operations lead to redundancy, higher costs and service disruption.

This domino effect prevents organizations from responding quickly to business needs (including
accessing the skills and technology you need when you need them). Eventually, compulsive
outsourcing breeds chaos that makes it harder to achieve business goals. Potentially, compulsive
outsourcing can disrupt your business operations, constraining growth and eroding profit.
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1.2 Disciplined Multisourcing vs. Compulsive Outsourcing

Gartner is not saying "don't outsource." We are saying that organizations must stop outsourcing the
old way — compulsively — and must begin to use a more strategic, structured and disciplined
approach — what we call “multisourcing.” Multisourcing is not synonymous with “selective
outsourcing,” the widespread practice of using multiple providers for best-of-breed service
provisioning. Over-applied selective outsourcing created much of the chaos of compulsive
outsourcing. Think of multisourcing as the overarching framework for optimizing sourcing strategies
and actions.

Table 1 shows why organizations need a new approach for making sourcing decisions. When we
compare attributes of ad hoc outsourcing to those of disciplined multisourcing, we see how
compulsive outsourcing likely fails to align with a business's goals and long-term strategic
objectives.

Table 1. Compulsive Outsourcing vs. Disciplined Multisourcing

Outsourcing Actions Multisourcing Disciplines
Ad hoc/reactionary Strategic and repeatable
Tactical event Studied operated model
Problem-focused Outcome-focused

Reactive, compulsive Predictive, monitored, measured

Situational reaction Comprehensive, disciplined
Separated Integrated
Managed metrics Governed outcome

"Supplier" relationship = "Partner" relationship

Command and control = Trust and control

Source: Gartner (February 2006)

1.3 Multisourcing Defined

Gartner’s definition: Multisourcing is the disciplined provisioning and blending of business and IT
services from the optimal set of internal and external providers in the pursuit of business goals.

Multisourcing is a new management discipline. Although it is an emerging concept, we believe it will
be the dominant model of the future. Companies that master multisourcing now will be well-
positioned to lead their industries and drive competitive advantage. Companies that continue to
outsource in a compulsive or tactical way will constantly operate at a disadvantage to competitors
that embrace multisourcing. Those that adhere to the new discipline of multisourcing can better
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focus management efforts, resources and capital on the functions that deliver differentiation and
value to customers.

Multisourcing is an opportunity to excel — to effectively meet the needs of the business, to be more
agile and responsive, and therefore, to drive significant added value for customers and
shareholders. Disciplined multisourcing delivers an integrated and seamless service operation. From
basic IT services to complex business processes, an organization that embraces multisourcing will
draw its services and capabilities from a blend of internal and external sources that help the
organization meet its goals for cost-efficiency, agility and growth.

This transformation is not easy. Organizations that want to adopt multisourcing must be prepared to
undergo a lot of change. They need commitment and investment, and a deep understanding of the
principles and new approaches of multisourcing to be successful.

2.0 Begin By Turning Outsourcing Decisions Upside-Down

Begin to build a multisourcing strategy by turning your traditional approaches to outsourcing
decisions upside-down. Compulsive outsourcing typically begins with a scenario something like one
of these:

An executive, looking at the bottom line, asks, "Why don't we outsource more?"

An executive, pressed to implement a new strategy, realizes critical skills are lacking and
immediately responds, “Why don’t we outsource it?”

An executive, hearing that his or her company's biggest competitor has outsourced, rallies his
team and frantically questions, “Why aren’t we outsourcing?”

Invariably, in each of these scenarios, the executive's staff moves into action. The staff draws up a
list of service providers, what options they offer and what services they deliver best.

With this approach, the most important question is never really sorted out: the “why” of
outsourcing. The organization never explores why it is considering outsourcing and it never looks at
how sourcing decisions align with, support and affect its strategic business objectives.

Companies must begin by critically asking why they seek to outsource. Until senior executives all
agree on why outsourcing is necessary to achieve business goals, the staff cannot confidently
proceed. When impulsive decisions to outsource are made, companies are rarely able to articulate
the true desired outcomes, so they cannot measure success. They also cannot get consensus
about why the business is changing its delivery model. Our research shows that, in many cases,
senior executives have differing and often-conflicting goals for outsourcing. This lack of executive
consensus is one of the main reasons why outsourcing deals fail.

3.0 The Five Questions of Multisourcing

In multisourcing, Gartner recommends a different approach — a reordering of the sourcing decision
process. Developing successful sourcing strategies must begin with asking these questions, in this
order:
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Why are we sourcing? (Is the business goal to save money, improve operations or boost
business performance?)

What services and functions should we consider to meet those goals? (Across the enterprise,
what services or processes are candidates for a sourcing review?)

Who can best perform or deliver these services to meet the goals? (Should the job be
performed in-house or outsourced to external resources?)

How should the work be done? (Do we want a customized or standard service/process?)

Where should the work be done? (Will this work be performed domestically/onshore or
nondomestically/offshore?)

Let's look at each of these questions in more detail.

3.1 Why Are We Sourcing?

To answer the first question, analyze your business goals and objectives. We identify three different
sourcing objectives (see Figure 1):

Efficiency focuses on cost improvement
Enhancement focuses on operational improvement
Transformation focuses on business performance improvement

Figure 1. Sourcing Relationship Models

r-N

Business Performance
Improvement

Operations Trans‘tion
Improvement

Cost
Improvement

Business Outcomes

v

Relationship Complexity

Source: Gartner (February 2006)
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Each of these sourcing relationship models requires different management and measurement
schemes, leading to different deal structures. In an efficiency deal, for example, metrics and
service-level agreements (SLAs) will be tied to cost improvement. In a transformational deal, the
service provider is paid for business performance improvement, such as increasing margins,
opening access to new customers or helping manage growth.

Furthermore, organizations must recognize that sourcing decisions are not static. Just as business
directions, needs and priorities change over time, sourcing relationships also must change to
accommodate the business. Efficiency goals may be the impetus for outsourcing, but over time,
organizations may see the need for enhancement or even transformation. Conversely, an
enhancement or transformation deal must evolve to an efficiency deal over time to ensure optimum
cost and performance.

As part of asking “why,” organizations must periodically scrutinize their outsourcing relationships to
determine if the current (or original) relationship model is still appropriate. Contracts must be flexible
enough to anticipate and accommodate the evolution to new relationship models as necessary.
SLAs must be reviewed and renewed periodically to realign expectations and outcomes should the
relationship model change or need refreshing.

3.2 What Services and Functions Should We Consider? Who Can Do This Job for Us?

Keeping the three relationship models in mind, companies should then focus on “what” and “who.”
Look at these two questions together, since they are closely aligned.

Behind all sourcing decisions are two fundamental issues about the service or process being
considered for outsourcing:

The organization’s competence to perform the work
The level of differentiation value the organization receives from that service or process

Figure 2 provides a framework to assist in this review process. It shows where the three types of
outsourcing relationships fit in with a company's competence and differentiation value.
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Figure 2. Competence and Differentiation

Value to Differentiate
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Source: Gartner (February 2006)

Organizations should objectively plot each service and process into this framework that it relies on,
according to the level of competency and the competitive differentiation afforded. Your organization
will need objectivity and candor to undertake this analysis. You may need help from a third party to
assist in this evaluation.

This step accomplishes two things:

It sets up a list of the entire range of work that your organization must consider in its sourcing
decision making. It helps answer the question: “What services and functions should we
consider?”

It begins to indicate whether this work should be done in-house or outsourced. It helps answer
the question: “Who can best supply these services?”

If the service or process provides a high differentiation value and your organization has a high level
of competence, you probably should invest in keeping the job in-house. If you receive competitive
value from the service/process, but have only moderate competency, then you must invest to
increase your competence or outsource.

When evaluating the best source for services, remember that you will need sustainable high levels
of competency to maintain the high value that differentiates you from your competition. Sometimes,
the ability to attract, retain and continuously re-skill internal resources at a high level of competency
can be expensive, so sustaining those services or processes that highly differentiate you in the
market may lead to a decision to outsource.
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3.3 How Should the Work Be Done?

To determine how your service should be delivered, you need to understand the changing dynamics
of the IT services industry. Figure 3 provides Gartner’s framework, "The Four Worlds of Sourcing," a
model that helps organizations understand what their real delivery options are for services and
processes before they go shopping.

Figure 3. The Four Worlds of Sourcing

Business Outcome

A
Optimization Value Creation
One-to-One One-to-Many, Many-to-Many
Pay for Performance Business Transaction

Enterprise Delivery Shared

Environment Environment

¢ oje ®
One-to-One One-to-Many
Multisourcing
Predictable Pricing encompasses all Rental Approach
four models
Management # Access

Operations Efficiency
Source: Gartner (February 2006)

The Four Worlds of Sourcing framework helps organizations visualize two aspects of their
decisions: the desired delivery (custom or standard) and the value (operational efficiency or
business outcome). Companies that interpret their environments in this framework of the IT services
market will have a more-holistic understanding of their sourcing possibilities. If they decide to
outsource, they will know which vendor relationship models to look at and which delivery and
pricing models to expect from these providers.

The details of each axis are:

Value: The vertical axis shows the value of a service by its direct impact on business goals. In
operational efficiency, the goals could range from increasing cost-effectiveness or process
effectiveness. Typically, the benefits of operational outcomes affect other services and
processes built on these services. At the top is business outcome — services that have a much
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more direct impact on business goals. They are services that enable more-complex and
difficult-to-measure outcomes such as brand dominance, revenue enhancement, early-mover
advantage or competitive advantage.

Delivery: At one end of the axis are services that are customized to a specific organization's
environment in a one-to-one relationship model. At the other end of the delivery axis is
standardization — a one-to-many service in which the organization adapts to the way the
service is delivered, rather than the other way around. The basic principle of standardized
service focuses on scalability and cost. The greater the economies of scale, the lower the cost
of the service. With standardized service, however, organizations must forgo high levels of
customization in favor of a repeatable, leveraged service.

3.4 Where Will the Work Be Done?

Globalization has dramatically altered the entire spectrum of business activity. It is at the heart of
the last question to consider in your sourcing decision — where services and processes will be
delivered.

In Figure 4, we categorize service delivery locations as domestic or nondomestic (nearshore or
offshore) in relation to service consumers. The consumers can be business units, departments of
the organization or customers. We also consider the ownership of the service delivery resources —
internal resources or external resources.
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Figure 4. Service Delivery Locations
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Source: Gartner (February 2006)

Consider these four possible service delivery options in terms of location:

In-house, domestic: These services are internally built and maintained, with personnel and
resources in the same country as that of the service consumer.

In-house, nondomestic: These services are delivered in a different country than the organization,
using the organization's staff and resources (also known as a "captive center").

Outsourced, domestic: These services are bought from an external service provider, with personnel
and resources in the same country as that of the service consumer.

Outsourced, nondomestic: These services are bought from an external service provider, with
personnel and resources in a different country from that of the service consumer.
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These categories represent binary choices between in-house and outsourced; however, we are
seeing more blends of domestic and nondomestic resources to deliver services.

4.0 Recommendations

Multisourcing will be the dominant model of the future. Organizations that master it now will be
positioned to lead their industries and drive competitors out of business. Those that refuse to
change will constantly be operating at a disadvantage to competitors that are better able to focus
management efforts, resources and capital on the functions that deliver differentiation and value to
customers.

We recommend these actions:

Develop multisourcing as a core discipline in your organization to guide your sourcing strategy.
You will never achieve optimal business performance without a well-planned and integrated
sourcing strategy.

Understand the importance of sequential choices and decisions in implementing your sourcing
strategy. Disciplined multisourcing always begins with “why” and subsequently focuses on
what, who, how and where.

Use the Gartner multisourcing frameworks to guide you in the review and implementation of
your sourcing strategy. These frameworks can be tailored to reflect your organization’s unique
services and processes needs, but will require holistic and comprehensive analysis.

Recommended Reading

"Multisourcing: Moving Beyond Outsourcing to Achieve Growth and Agility" (Cohen, Young),
Harvard Business School Press (November 2005)

This research is part of a set of related research pieces. See Adopt Disciplined Multisourcing in Your
Organization for an overview.
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