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Innovative Outsourcing
Much is written about the allocation of risk and sometimes there are companies which turn their ability to accept risk into a competitive advantage. A recent Forbes magazine article featured two such companies. We would welcome subscriber reactions to this story.

 
In this article, ‘Outsourcing's Next Wave’, Dan Woods writes about two companies which, he claims, have taken outsourcing to ‘a new level’. RightNow Technologies, which offers ‘a suite of software products and a methodology focused on improving customer service’, and HCL Technologies, an Indian professional services firm are, according to Woods, accepting a higher level of risk in deals with their customers. In doing this, 'they try to take responsibility for a much larger chunk of a company’s operations, with the goal of achieving a major transformation or a specific return on investment.’ 

RightNow has launched a new eight step process which involves customers from the beginning and offers them more opportunities for making real decisions from the start of a project.  Woods adds that ‘the company does not provide outsourced call center staff, but instead recommends and trains the staff of large providers. From the point of view of a company hiring RightNow, what is being purchased is business transformation.’ The main point for RightNow is to improve customers’ processes and products, at the same time as helping to cut costs. According to Greg Gianforte, CEO and founder of RightNow ‘The eight-step process allows us to break the transformation process into digestible pieces’. 

 
HCL takes the whole process even further. As Woods observes, HCL ‘does deals based on guarantees of business results’. The company is prepared to take more risk, which customers are sure to appreciate. One of many examples of HCL’s work is where ‘HCL develops, maintains and manages a product line for a larger enterprise software vendor’, guaranteeing that the vendor will receive a specified percentage of the product's gross sales. An example of their increased exposure to risk is where they only take payment if the program enables a customer to reduce costs. Customers are certainly paying attention to operations like this, where the vendor will take on a big portion of the risk. 
 
Woods summarizes, ‘what RightNow and HCL are doing represents the natural evolution of software from an automation tool to a cost-cutting and management tool’. There is, however, one major concern; as more vendors see the opportunity for good business, they will come to the market with offers which they are not prepared for.  New suppliers may therefore run the risk of over-committing, failing to deliver the promised capabilities.[image: image1.png]
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