
The right KPIs can highlight what 
is important to a business and 

directly relate to business goals.

Service-Level Agreements are 
most effective when negotiated 

between the custom and the 
vendor, involving a realistic 

discussion of what is possible.

Measuring success is critical -  
and a balanced scorecard 

effectively ties metrics back to 
your business goals.

Executive Summary

Outsourcing your software testing is a risky business. 
Too many projects fail, while others sacrifice quality for  
on-time performance, which doesn’t help anybody. The 
key to success lies in the metrics and the way they’re 
measured: Key Performance Indicators and Service Level 
Agreements.

• Do your KPIs tie directly to business goals?
• Do your Service Level Agreements balance 

reasonable expectations between you and your 
vendor?

• Are you measuring the right things? Uncommon, 
but common sense, outsource test metrics can 
help.

• Consider a Balanced Scorecard approach to 
integrate metrics tuned to your business strategy.
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InformationWeek claims that at least 25% of IT outsourcing projects fail;1 the only surprise there may be that the number 
isn’t higher. This white paper takes a look at the reasons those projects fail, and recommends techniques to reduce risk 
while increasing value.
Outsourced testing often turns into a box-checking exercise, “just” verifying requirements without an understanding 
of which requirements are important or how the customers will use the system. The expectations gap is the difference 
between what the business expects and what the outsource vendor provides. Internal teams can get around this with 
shared history, team visions, and water cooler conversations, but outsourced teams operating in a different geography or 
time zone may not have that luxury.
Software work often involves handoffs, including documentation, builds, and test reports. Handoffs can create 
waiting— where a resource is idle, waiting for a build or a decision. They can also create information loss. Someone who 
misunderstands a document may ask a question and create more waiting, or worse, make a wrong assumption when 
there is no problem.
The governance challenge is the ability to understand if 
the work is on schedule, and how that impacts the project 
portfolio, both at a high level and at the individual project 
level. The Software Engineering Institute (SEI) has a vision 
for increased management visibility into every process, 
moving testing from a vague process (the first instance in 
Figure 1) to a defined process with concrete metrics and 
clear gates.2

Finally, software testing introduces conflicts of effort. 
Doing the job poorly by just checking boxes and ignoring 
problems can look good in the moment, because it 
leads to “on time” delivery. Excellent testing can delay a 
project. The measures put in place need to include long-
term impact, not just immediate measures like schedule 
conformance.
Classic measurements such as bug counts and schedule 
conformance don’t capture what is actually happening 
on the project. The solution must involve metrics that 
shine a light on the business and project goals, the 
team’s understanding of the customer, along with what is 
happening on the project in some depth.
What follows are the key performance indicators (KPIs), 
service-level agreements (SLAs), metrics, and policies to 
ask for when selecting a test-outsourcing vendor.

Solution: Metrics and SLAs Tied to Business and Project Goals
KPIs highlight the things that are important to your business—they should directly relate to business goals. This means 
that a “roll up” of the KPIs should not depict how well the test project is going; rather, it should help the company 
understand where it stands in relation to its own goals.
The goal is not high scores on KPIs; it is to help guide your business. “In today’s dynamic environment, testing initiatives 
need to be aligned to support business-driven outcomes, ensuring quality while keeping up with the fast pace of 
business,” says Stan Adams, head of strategic accounts for Prolifics, a customised IT solutions provider.
That means negotiating a set of metrics that matter to you, the customer, not getting a spreadsheet emailed from a 
vendor once a month with a list of numbers that don’t have any meaning to you. The best vendors will work closely with 
your business to determine what matters to you at the beginning of the project.

FIGURE 1: A Management View of Visibility Into the Software Process
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Using too many metrics creates a confusing picture of the project landscape, while using too few leaves unanswered 
questions and leads to a less balanced scorecard. Given that a typical person can consider five to seven things at a time, 
we suggest a scorecard of that size.

A Cumulative Flow Diagram (CFD) Showing Work in Progress4

Below is an example of a stacked line graph that details Work In Progress.
TIME/BUDGET CONFORMANCE — At the portfolio level, this is the number of projects that are on time and within 
budget. At a project level, it is the amount of deviation, from 100 percent (on track) to the percent completed out of the 
expected budget to date. The standard SLA for project conformance is 100 percent.
TOUCH TIME — Touch time is the amount of time actually spent working on the project. This can also be thought of as 
the amount of time spent on activities that add value to the project. A significant amount of project time is often spent 
waiting and in queues. Touch time can be a useful tool to discover when that is happening and identify ways to improve.

Key Reports, Dashboard, and Dealing with SLA Violations
Once the vendor agrees on KPIs, the next decision is how they will be reported. The client may actually have several 
levels of reports: Executives may want to see dashboards, with indicators of compliance and major problems, while line 
management may want a more detailed view of their projects. Some roles may want to start at a high level and drill down 
to specifics. The key is to get a report that meets the needs of all audiences, and is prepared often enough, and reported 
quickly enough, to be accurate and actionable. Some vendors promise realtime dashboards and that can have some 
value, but unless someone is checking periodically, it can easily turn from “whenever we need to check” to “we never 
check.”
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The Agile movement has standardised around a “sprint,” “iteration,” or “product increment” model, typically around two 
to four weeks. We find that one report pushed to stakeholders per product increment is generally about right. Less often 
than that provides less project oversight, while more often can lead to information overload. This middle ground also 
provides a good opportunity to reflect on performance and compare it to previous sprints without being overwhelming.
When service-level agreements aren’t met, there may be a good reason—or there may be a problem. More likely, it 
may be a bit of both. How the vendor handles exceptions when they happen is critical. Find this out before signing the 
contract. For example, an SLA breach should cause an immediate call and follow-up meetings until the metric stabilises.

Starting the Outsourcing Engagement
According to Simpreet Kaur, Independent Verification and Validation Professional at Prolifics, “Application quality plays 
an increasingly critical role in the success of a business, and many leading companies have shifted focus to business 
assurance service testing.”
That means there’s a great deal more to selecting an outsourcing partner and managing a project than just KPIs and 
SLAs. “Things like end-to-end verification and validation from a business process and business outcome perspective 
are critical,” she adds. “Test automation solutions, a strong service framework, proven test accelerators, and industry-
leading defect removal efficiency rates are all important must-haves as well,” says Kaur. “Done right, an optimised 
testing framework can enhance IT productivity and improve application quality, and save millions of dollars through early 
detection and scope coverage.”
Electing the KPIs on a test project can be particularly challenging. If your goal is to measure “by the numbers,” we suggest 
a balanced scorecard with metrics that tie back to your business goals. This white paper has discussed a few of those 
metrics as well as reporting and compliance considerations. Evaluating the answers to these questions is important, but 
be sure to also listen to the tone of your conversations, and the promises that are made, when picking an outsourcing 
partner. In many cases, the willingness to change and be honest about risk will indicate a good culture, which will be 
critically important when the problems emerge on the project. And problems probably will emerge. The question is: Have 
you hired a true partner?
Doing the hard work to define the relationship can give you confidence that the answer is yes, and that you’ve picked the 
right partner.
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