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Effective
Multi-Vendor
IT Governance
Conduct better IT governance meetings
by setting goals, planning ahead, and
understanding best practices

by Steve Coper

Introduction
As more IT services and applications are outsourced to third-party vendors, it becomes increasingly
important for companies to understand how to effectively manage vendors and conduct
governance meetings at predefined intervals. This allows organizations to take full advantage of
IT-vendor relationships by providing the opportunity to strategize, review, align goals, and hold
vendors accountable for their performance. However, in order to conduct better governance
meetings and create stronger governance structures, it is critical that companies understand
what effective governance is and how it can help them achieve their core business goals.

Understanding goals
Managing IT vendors is now a core function of IT, but
sometimes setting clear goals and getting everyone on
the same page can be challenging. Meetings often end
up accomplishing little as conversations lose focus and
participants simply want to get the process over with as
quickly as possible. Organizations must try to overcome
this tendency by creating clear, concise goals and ensuring
that the pertinent topics are addressed. In order to achieve better multi-vendor IT governance
meetings and build better vendor relationships, it is critical that companies have a solid understanding
of their own business goals and how they can work with vendors to achieve those goals.

Why is effective vendor governance important?
In a recent survey of enterprises, over 93% of respondents said they were running applications
in the cloud or using IaaS solutions.1 Cloud services are taking up an increasingly large share of
the average company’s IT workload, making it even more important for companies to manage
vendors effectively. Working to create mutually beneficial relationships with IT vendors can
greatly reduce costs, improve performance, and drive business goals. A strong governance
structure is critical to ensuring that vendor relationships meet the needs of the business. By
implementing vendor-management best practices in an organization, IT and business leaders
can build better relationships with vendors and ensure that they live up to expectations.
This paper was created to help companies take full advantage of their IT vendor
relationships by planning effective multi-vendor governance meetings that address
the needs of key stakeholders and incorporate known best practices.
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What is effective multivendor governance?
Before delving into the details of planning meetings and reviewing vendor performance, you
should begin with the end in mind. Companies must first gain an understanding of what healthy
vendor relationships and effective governance look like. This will provide the basis for effective
multi-vendor governance meetings and help set clear goals for all parties to work toward.

Key tenets of IT governance include:
Mutual respect
Vendor governance is not one-sided. All meetings should begin with the goal of
achieving a mutually beneficial partnership. That means understanding the goals of
the vendor as well as those of the company. The most effective governance structures
work to build long-lasting, strong relationships with trustworthy partners. This strategy
reduces friction and turnover, while creating a healthier work environment.

Quantitative and qualitative
measurements
A key goal of vendor governance is to hold
vendors more accountable for the services
they provide. That means collecting both
quantitative and qualitative measurements
at regular intervals. This provides the data
necessary to assess a vendor’s performance
and prove issues to the vendor.
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Candid information sharing
A vendor relationship built on mutual respect should also have complete honesty. That means
openly sharing information about any problems, future plans, or limitations that need to be
addressed. This creates an environment that allows both parties to work together more
effectively and address issues before they become insurmountable or cause serious damage.

Continuous improvement
No vendor-governance strategy should be static. Both vendor and client parties should constantly
be working toward achieving better performance and a more harmonious relationship. On
the part of the client, this means collecting data, regularly reviewing performance, working
with the vendor to improve the relationship, and putting out RFPs as needed. Vendors
should do their part by submitting new ideas and working to improve their solutions.

Ongoing opportunities
for business growth
Companies should always be looking to understand how
they can use third parties to drive business goals. This
means identifying potential areas for improvement and
working closely with vendors to develop new solutions.
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Building a consensus
Stress the importance of
vendor relationships
In order to hold effective IT governance meetings and develop strong governance structures,
company leaders must understand the importance of vendor management and relationships.
As IT and business goals become more aligned, it becomes increasingly crucial that technology
leaders work with other members of the company to create a consistent, effective governance
strategy. By stressing the value of effective governance to key stakeholders, it is easier to develop
a structured means of holding vendors accountable and working to improve vendor relations.

Major benefits of effective IT governance include:
Improved productivity
By creating streamlined structures to manage and oversee IT vendors, productivity can be
greatly improved. Managing vendors takes a considerable amount of time and resources.
Good governance practices can reduce this workload, eliminate
siloed information, and improve collaboration.



Productivity can be greatly
improved with good
governance practices.

Reduced costs
Third-party cloud solutions account for
nearly a quarter of the average enterprise’s IT budget.2
By implementing comprehensive sourcing and vendor-review plans, companies
can reduce needless expenditure, find the most cost-effective solutions, and
improve value-added returns in a more systemized, effective way. This can
translate to significant reductions in the costs of delivering IT services.
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Better end-user experience
Organizations that implement effective vendor-governance structures can
significantly reduce the risk of downtime, improve IT performance, and create
a more reliable IT infrastructure. This means that end users are less likely to
experience problems, potentially increasing productivity and brand reputation.

Greater accountability
In the past, IT in many companies has functioned as a nearly autonomous unit with little
accountability to the business at large. Governance structures help align IT services with
business goals and provide real, quantifiable accountability for vendor performance. This
allows IT to better function as a core component of the business, rather than a separate entity.
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Setting the agenda
Key IT governance talking points
Effective multi-vendor IT governance incorporates a mix of skilled personnel, disciplines, and
tools from both the client and vendor. Companies must establish for all parties an ongoing
program featuring regularly scheduled meetings to set agendas, address problems, and
make future plans. Before beginning, however, make sure the key
topics of discussion are understood. This ensures that meetings are
productive and that all necessary points are addressed adequately.
IT vendor governance should cover six key management areas:
1. Financial
2. Project
3. Relationship
4. Contract
5. Performance
6. Continuous improvement
Each of these areas covers a key component of the overall vendor-management strategy.
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1

Financial management

One of the most critical roles in an effective vendor governance strategy is controlling costs. As
third-party vendors make up an increasingly large share of the overall IT budget, this role becomes
even more critical. Companies must validate and reviews costs, monitor the economics of the
contract, and ensure that the value proposition or expected benefits are realized. This allows
companies to achieve more cost-effective service and keeps IT and vendors accountable.

Key points:
Foundational goals

Quarterly budget scorecard

The organization should set short- and

Every quarter, the organization should

long-term spending goals – and craft its

review its budget and rate it based on

governance strategy to support those

previously defined goals. This provides the

goals. These goals provide a basis from

opportunity for the organization to assess

which to measure performance and

its vendor relationships, set new goals,

allow companies to achieve measurable

and make adjustments as needed.

progress toward increasing value.
Governance meetings should regularly
meet to evaluate the company’s current
status in relation to milestones and address
any budget overruns as they arise.

Value proposition
management
Absolute spending figures have little
meaning when not placed in relation to

Monthly invoice reviews
Business leaders should review vendor
invoices monthly to gain an in-the-moment
snapshot of spending, ensure that expenses

the value they add to the company. The
organization must strive to ensure that
vendors are living up to their promises and
that SLAs meet the needs of end users.

are on track, and prevent billing surprises.
This review period can provide a reality
check for spending, reducing any unexpected
events. It also provides the opportunity for
the company to work with vendors to address
issues as they arise, rather than putting
them off until they become more serious.
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2

Project management

Although outsourcing projects to third-party vendors dramatically shifts IT’s role in the company,
project management remains a critical function and a core component of vendor governance.
Developing and implementing new solutions can be challenging, particularly when working with
third parties. Although the vendor might have its own project manager, it is still important for the
company to oversee projects themselves. The vendor’s project manager represents the vendor’s
interests, and the company must also represent



Even if the vendor has its own
project manager, the company
still has a responsibility to
oversee the project.

its own interests to ensure its needs are met. The
organization must measure and monitor project
control and execution performance; review schedules,
issues, risks and mitigating actions; and compare
budgets to actuals and estimates to completions.
This process helps ensure that projects stay within
budget, meet expectations, and finish on time.

Key points:
Setting and communicating expectations
The company must be very clear with the vendor about what it requires from the project
early on. This means setting quantifiable milestones and holding the vendor accountable
to them. To ensure that the project stays on track, governance structures should be
created to monitor performance and set up regular communication with the vendor.

Monthly measurement reports
Companies should be carefully monitoring project progress and reviewing that
progress at least once a month. By collecting quantifiable data on project progress
and comparing that data to predefined milestones, the organization can gain a clearer
understanding of progress and identify areas that may need to be addressed.
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Issue resolution
To make sure project issues are resolved quickly, there must be structures
in place. This necessitates clear communication with vendors, collection of
data to help identify problems, and conflict-mediation structures.

Quarterly multi-vendor project overview
It is also important for the organization to have a sense of how its projects
are performing in aggregate. This means reviewing quarterly multi-vendor
consolidated reports, with clear indications of the status of every project
underway. This overview allows business leaders to quickly gain an understanding
of the current state of affairs and take strategic action as needed.
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3

Relationship
management

Building strong relationships with vendors can have many benefits for an organization.
Better partnerships help decrease turnover, improve reliability, and deliver better IT
services. IT vendor governance must incorporate a sense of this value and work
to build strong relationships while ensuring the company’s needs are met.

Key points:
Overall communications



Ongoing, well-defined
communications will help
foster a healthy vendor
relationship.

The company must institute and maintain a program for ongoing communications with
the vendor. Regular meetings should be held between the client and the vendor, and
key points of contact should be well defined. This allows for the mutual goal planning,
assessment, and collaboration necessary for a healthy vendor relationship.
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Vendor risk assessment
Vendor risk assessments allow companies to gain insight into the potential risks associated
with a given vendor’s product or service. This is a critical component of developing a mutually
beneficial relationship that meets the company’s unique needs. Risk reviews should identify



Risk assessments should
occur both before contracting
the vendor – and on an
ongoing basis for the period
of the contract.

any risks that the vendor may be subject to, both in
absolute terms and relative to other vendors, and
determine how that risk will align with the company’s
overall risk management strategy. These reviews
should occur both before contracting with the vendor
and on an ongoing basis for the period of the contract.

Satisfaction review
It is important for the client to communicate its level of satisfaction with the vendor regularly. This
allows the vendor to address any problems and work toward improving the delivered services.

Long-term planning
In order to maintain a healthy vendor relationship for extended periods, it is important
to plan for the future. This means open communication between all parties and
discussion of long-term goals. This allows the vendor and client to ensure that
they stay on the same page in regards to demands and capabilities. It also allows
incumbent vendors the opportunity to adapt to the company’s long-term needs.
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4

Contract management

The foundation of a vendor-client relationship is the contract. It provides a key basis by which vendor
performance can be measured. It also serves as a roadmap for vendor-client relations, providing
important guidelines in the event of problems and allowing the company to better plan for the
future. Companies must hold meetings regularly to ensure compliance with contract agreements
and the service-delivery model; conduct dispute resolution; and maintain contract documents.

Key points:
Compliance review
At the core of vendor governance is compliance review. The company must ensure that the
vendor is delivering on the requirements set forth in their SLAs and address any shortcomings
promptly. Monitoring contractual deliverables and red areas can provide the company with
leverage to negotiate reduced prices or other compensation. It also can help the company
identify problem vendors and decide when to request bids from alternative sources.

Dispute resolution
Most contracts include predefined processes for escalating issues and resolving disputes. In
the event of problems, companies may need to meet with the vendor to discuss solutions or to
terminate the contract. Companies should strive to gain an understanding of why the problem is
occurring and whether the vendor can actually meet the company’s needs. This will help guide
the actions the organization takes when attempting to solve any issues that may be occurring.

Contract review and improvement
Improving a contract so that it better meets the needs of the company is extremely important to
vendor governance. It is frequently the case that terms that seem sufficient on paper actually fail
to deliver the level of performance the company requires. In some cases it may be necessary
to renegotiate the contract before the renewal period. During renegotiations, it may be helpful
to solicit bids from other vendors to provide alternative options and leverage for negotiations.
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5

Performance
management

Ensuring vendors deliver the level of performance necessary to meet business needs is a critical
business function. As IT’s role shifts from building and maintaining the infrastructure to monitoring
and managing third-party vendors, it becomes increasingly important that performance be strictly
controlled and structures be in place to take action when problems arise. Companies must measure
and monitor delivery performance in relation to SLAs and to business goals; review deliverables
and trends; and aggregate incident, problem, root cause, and
other performance data. This allows the company
to gain a holistic view of IT vendor performance
and ensure that end-user requirements are met.



Measuring and monitoring
delivery performance gives
companies a more holistic view
– and helps ensure that end-user
requirements are met.

Key points:
Monthly performance measurement reports
Each month, the company should review performance measurement reports, comparing them
both to SLAs and current business needs. Any areas in which performance is lagging should be
addressed, either by working with the incumbent vendor to develop new solutions or improve
existing ones, or by finding a new vendor that can better meet the needs of the company.

Quarterly multi-vendor aggregate performance reports
It is also important to gain a better vantage of overall vendor performance by reviewing
aggregate reports on a quarterly basis. This can help identify structural problems within
the organization and allow the company to make better long-term strategic decisions.
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Monitoring qualitative performance
Although vendors may be delivering on the relevant metrics set forth by the SLA, they
may be failing to deliver on end-user expectations. This phenomenon is known as the
watermelon effect, and occurs when compliance with SLAs appears green on the outside,
but upon further inspection, is red on the inside. In many cases, the performance statistics
laid out in the contract don’t actually meet the needs of the business. This can have
extremely damaging implications for IT and the business, as users are unsatisfied with
the performance, leading to losses in productivity, damage to brand image, and other
problems. Vendor governance must address this problem by monitoring qualitative reports
on performance and working to tailor SLAs to better meet real business needs.
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6

Continuous improvement
and innovation

Improving vendor relationships, performance, and cost-effectiveness should be built into
the framework of effective IT governance. One of the greatest benefits of using third party
providers is that it allows

the company to source talent, ideas, and services from

a diverse range of providers. Businesses should take advantage of this by involving the
vendors intimately in business innovation and allowing them to submit proposals, work
with business leaders to develop new solutions, and bring fresh ideas to the table.

Key points:
Vendor proposals
Companies should establish a predefined multi-vendor process for vendors to submit ideas,
business cases, and proposals, and hold briefings to discuss added value, partnership
and other innovation topics. This gives vendors the opportunity to prove their potential to
bring value to the company and allows for an influx of new ideas into the organization.

Monthly review
Every month, companies should track and review individual submissions and make decisions about
each one. New vendors should be given an equal chance to prove their worth over incumbent vendors.

Quarterly review
Clients should meet with vendors on a



Quarterly reviews are an
opportunity to share strategic
and tactical business ideas.

quarterly basis to share strategic and tactical
business ideas and discuss IT intelligence,
emerging trends, and plans for the future.
This allows the vendor and client to be strategic
partners, working together to achieve mutually beneficial goals.
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In summary
Managing multiple vendors has become a core functions of the business. As cloud services and
other innovations replace in-house operations, it is increasingly important that governance structures
be strong and companies regularly conduct meetings to review performance, discuss solutions,
and plan for the future. Understanding best practices for vendor governance is critical to holding
more effective multi-vendor governance meetings and achieving better outcomes with vendors.

Key points:
•

Vendor governance is a critical function
of IT and the business.

•

Effective governance can improve productivity, reduce
costs, and lead to better vendor relationships.

•

When conducting IT governance meetings, it is important
to set clear goals and focus on achieving those goals.

•

Be sure to engage the support of key stakeholders within the
company when planning governance meetings.

•

Open communication, regular review, and strong partnerships
form the basis for effective IT governance.

•

•
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Key governance talking points should include:
Financial management

Contract management

Project management

Performance management

Relationship management

Continuous improvement and innovation

Each point should be discussed with key business leaders, IT, and vendors on a regular basis.
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Founded in 1995, WGroup is a technology management consulting firm that provides Strategy,
Management and Execution Services to optimize business performance, minimize cost and create
value. Our consultants have years of experience both as industry executives and trusted advisors
to help clients think through complicated and pressing challenges to drive their business forward.
Visit us at www.thinkwgroup.com or give us a call at (610) 854-2700 to learn how we can help you.
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