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LIGHT AT THE END OF THE TUNNEL – OR AN ONRUSHING TRAIN? 
WHAT ARE SOME OF THE INDICATORS OF A POTENTIALLY FAILING CONTRACT  

We have already discussed how you may remedy a poorly performing contract yet a more fundamental question is  
how does one know when you are heading for a fall and what are they early warning signs of a potentially stressed 
account? 

Everyone is keen to portray an outsourcing relationship as a marriage and as such there are some common 
indicators to both situations, and I am not talking about lipstick on the collar or smelling of another party’s 
aftershave. However the equivalent may well be running into your main competitor coming out of your key 
contacts office or your client using the language and terms of your competitor to describe situations. 

So what are some of the indicators of likely challenges? 

These are likely to be different from the perspective of the client and the provider of the service and we will seek 
to deal with each in turn. 

For the service provider the following may be indicative of a contract moving into distress, none of which by 
themselves may indicate an issue yet when taken together may well tell a story and paint a picture which should 
not be ignored. 

One of the most obvious signs of disconnect is when both parties spend 
time in the regular governance meeting discussing a service status report 
showing everything as green and good whilst the client is forever 
complaining about the need for better service. This indicates that you are 
either measuring the wrong things or there is an underlying account issue 
being hinted at by the client who is consciously or sub-consciously trying to 
draw your attention to it.  

If at the same time the key client begins to reduce time spent at the 
governance meeting, misses meetings or sends deputies then this should 
raise a flag that all things may not be as they should be. 

Alongside this if you are getting unexpected requests to change the service 
credit regime then you need to start seriously looking at the state of the 
relationship as there may be an inherent issue which needs resolving, and like most things it is best to deal with it 
immediately rather than allow it to fester and poison the relationship. 

If the account team are also struggling to establish any form of relationship with the key client representatives or 
are not getting traction through regular meetings then these may able be taken into the mix. 

The single biggest indicator of an issue may be the relegation from prime to sub-contractor role where you lose all 
access to the end customer and are replaced by a new prime contractor. This is a little like finding out you are no 
longer the boyfriend and are simply a friend –possibly the kiss of death in any relationship. 

Client requests to swap out members of the account team on the most benign and remote of issues and also a 
heightened level of focus on nit picking on SLA’s and service credits can be hinting at a larger and hidden issue. 

All of these individually may not amount to much yet taken together may highlight a considerable mounting 
problem. 

• Reducing engagement in 
governance 

•Misalignment between 
performance and feedback 

• Service credit focus 
• Team change requests 
• Lack of key client relationships 
•General air of client 

dissatisfaction 

EXTERNAL INDICATORS 
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We have so far looked at what may be termed customer facing points. There are many internal indicators which 
are also worth keeping under review.  

The financial performance is a key indicator and things such as financial forecasting becoming increasingly 
inaccurate or the backwards movement of margin are dull but important indicators. As are unplanned revenue and 
or margin reductions as a result of the customer reducing services or moving work away from the account. 

Internally you should be ensuring that you are not seeing a high unplanned 
turnover in the account and delivery teams which may be indicative of stressed 
working or overly demanding operational requests – for example a large 
number of employees suddenly requesting to move accounts or official 
complaints to senior management are signs which should not be simply 
ignored as they may be indicative of a much larger issue. 

Any disconnect between internal and external messages being received will 
also give cause for concern as the parties may well be talking past each other 
and not listening to the others perspective.  This, together with the account 
team only reporting issues after the client raises them higher up the 
organisation, may again be indicative of challenges in the relationship. 

The account team need to be highly attuned to the ease of getting access to 
the key customer contact and if they suddenly find themselves losing customer face time and or relegated to 
meetings with deputies then the warning lights should begin to flash.  

From the customer side the signals tend to be less obvious and possibly more subjective – akin to the “you don’t 
listen anymore” during a personal relationship breakdown – and will tend to be focused on the tactical and reactive 
rather than any long term perspective. 

For example, a single failure to deliver against a secondary SLA for the first 
time in the life of the contract to date is suddenly indicative of the 
complete failure of the provider to deliver the service as contracted and 
leads to inordinate amounts of time being spent poring over the entrails of 
the problem to prove that is not an inherent problem. As the provider this 
should make you ask what is driving this disproportionate response and 
why the sudden sensitivity in this area. 

Going back to the use of language keep an ear open for middle managers 
using and mimicking the language of their bosses and repeating the latest 
“in phrase” such as “responsiveness”, “innovation”, or “flexibility” as 
experience would indicate that potentially there is a large dose of criticism 
coming your way and they are positioning to say you were warned and did 
nothing about it. 

Alongside these areas you may also detect an increasing demand from the 
customer for free value added work and access to knowledge and expertise outside of the original construct of the 
deal in place.  

• Poor unplanned Financial 
performance 

•High unplanned staff turnover 
• Increasing staff dissatisfaction 
•Disconnect in messaging & 

lack of message transparency 
• Inability to access key 

customer contacts 

INTERNAL INDICATORS 

•Disproportionate focus on 
minor issues 

•Mimicking of bosses language 
and use of latest “in phrase” 

• Increasing demand for free 
work 

•Demand for access to out of 
scope knowledge and 
expertise 

CUSTOMER INDICATORS 
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If you are detecting many of these signals then you may wish to consider performing an in depth review of the 
account and its relationship with the customer in order to uncover whether there are fundamental challenges to 
the continued delivery of service and serious flaws in the relationship. 
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