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“Lost pattern recognition must be rebuilt through incidents, and
the operation pays the tuition.”

1. The handover that passed every test

The transition team produced 640 pages of process documentation.

Every application had an operating guide. Every recurring job appeared on a schedule.
Incident categories were listed, escalation numbers checked and the supplier's analysts
had completed classroom sessions followed by four weeks of shadowing. The
knowledge-transfer tracker was entirely green.

Three months later, a month-end batch failed shortly after midnight. The new support
team followed the operating guide precisely, restarted the failed job and created a second
error that prevented the ledger extract from balancing. The former analyst who would
have recognised the sequence had already left. She had known that a particular warning
was harmless on ordinary nights but decisive when two monthly jobs overlapped. That
knowledge had never appeared in the procedure because, to her, it had ceased to feel like
knowledge. It was simply how the system behaved.

The handover had transferred documents. It had not transferred judgement.

This distinction is becoming expensive as organisations move technology support and
business processes to external providers, often across distance and at speed. The business
case records roles removed, rates reduced and service levels purchased. It rarely records
the institutional knowledge leaving with the people who made the old operation work.

That omission creates a knowledge drain nobody measures until the first unusual event
asks a question the documentation cannot answer.

2. What the organisation thinks it knows

Most transition plans begin with a reasonable assumption: knowledge can be identified,
captured and taught.

The plan inventories processes, systems and tasks. Subject-matter experts write
procedures. Supplier staff observe the work, then perform it under supervision. Tests
confirm that they can complete representative activities. Sign-off marks the transfer
complete.

This works well for knowledge that can be expressed as a stable instruction:

• Which job runs at what time.
• Which field is mandatory.
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• Which report is reconciled.
• Which authority approves an exception.
• Which number is called after a failure.

But operating knowledge is not all of one kind.

Knowledg
e

Typical form Transfer difficulty

Procedure Written steps and rules Low when the process is stable

Context Why a step exists and what depends upon it Moderate

Pattern Recognition built from repeated incidents High

Relationsh
ip

Knowing who can resolve an ambiguous issue High

Judgemen
t

Choosing between imperfect options under
pressure

Very high

The transition usually captures the first row and assumes that the others will follow. They
do not.

A procedure can say what normally happens. Context explains why the sequence matters.
Pattern knowledge distinguishes a familiar warning from the beginning of a serious fault.
Relationship knowledge reaches the buyer who can make an urgent commercial decision.
Judgement decides whether to continue processing, reverse a transaction or stop the
service.

The last four forms are revealed by variation, not repetition. They appear when the
expected process breaks. That is why conventional training can look complete while the
real capability remains shallow.

The value of experienced staff is not that they remember the normal process. It is that they
recognise when normal has stopped being a safe guide.

3. Why the drain remains invisible

The knowledge loss is difficult to see because it does not leave in one dramatic moment. It
leaves through a sequence of individually rational decisions.

The outsourcing timetable creates a date by which internal roles will close. Good people
see the date and secure other work. The transition plan then depends most heavily on
those with the least reason to remain. Retention payments may keep a few specialists until
cutover, but presence is not the same as commitment to teach.

Documentation work is added to the existing operation. The experts must maintain
service, answer supplier questions and write down years of accumulated understanding at
the same time. Under pressure, they document the most visible procedures first. The rare,
awkward cases are postponed because they are difficult to describe and appear less
urgent.
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The supplier is also under pressure. Its team must demonstrate readiness against a finite
curriculum. Analysts learn what will be tested. They practise standard cases, complete
assessments and accumulate sign-offs. Asking too many questions can be mistaken for
slow progress; admitting uncertainty can threaten the transition date.

Finally, governance counts artefacts because artefacts are countable. Ninety-eight per
cent of documents approved looks like control. “The incoming analyst has not yet
developed a feel for abnormal reconciliation patterns” is both harder to measure and
harder to present to a steering committee.

The result is a green transfer supported by evidence that confirms activity, not capability.

4. A composite loss hidden inside a saving

Consider an application-support operation of 26 people responsible for an order system,
warehouse interfaces and overnight financial extracts. The outsourcing case removes 18
internal roles and retains eight people for supplier management, architecture and
business liaison.

The transition identifies 310 recurring tasks and 74 applications or interfaces. Over twelve
weeks, the team completes 95 per cent of the planned documents. The supplier passes 47
of 49 readiness tests. The two failures concern low-volume reports and are accepted as
minor risks.

During the first eight weeks of service, contractual performance appears sound. More
than 90 per cent of incidents are closed within target. Yet the retained team grows
increasingly busy. Analysts are reopening tickets, explaining data histories and joining
supplier calls to interpret failures.

A closer review finds that 38 per cent of incidents closed by the supplier generated a
follow-up query to the retained organisation. Eleven incidents had been categorised as
new defects even though internal staff remembered similar behaviour from earlier
releases. Three changes were raised to correct issues that had previously been managed
through known operating sequences.

The apparent saving rests on two transfers:

• Routine work moved to the supplier.
• Diagnostic uncertainty moved back to the buyer.

The organisation reduced the people who held the patterns, then retained too few people
to answer the questions created by their absence.

By month six, the eight-person retained team has become twelve. Two former specialists
have returned on temporary contracts to stabilise the service. Change volume is above
plan because the supplier treats undocumented behaviours as new work. The unit rate
remains lower; the system of support costs more than the contract suggests.

Nothing here proves that outsourcing was the wrong decision. It proves that the
knowledge being transferred was defined too narrowly.

5. The serious case against protecting old knowledge
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There is a powerful opposing argument.

Institutional knowledge is often another name for dependence on particular individuals.
The analyst who alone understands the month-end sequence may be valuable, but the
arrangement is also fragile. It limits mobility, conceals weak design and allows local
workarounds to become permanent. An external provider with disciplined procedures,
larger teams and repeatable training may reduce that risk.

Outsourcing can therefore improve knowledge, not merely drain it. It can force
documentation, remove undocumented variations, create common operating records and
replace personal memory with organisational process. Defending every piece of inherited
knowledge would preserve inefficiency and make change impossible.

This argument is right about the problem and incomplete about the remedy.

The objective should not be to preserve personal dependency. It should be to convert
useful judgement into a capability that survives the individual. That conversion requires
more than asking the individual to write a procedure. It requires observing how decisions
are made across real variation, challenging why workarounds exist and deciding which
knowledge should be designed out, which should be documented and which must be
learned through supervised practice.

Some inherited knowledge is a warning about defective systems. Some is obsolete custom.
Some is a control that nobody formally designed. Treating all of it as treasure is foolish.
Treating all of it as undocumented noise is equally so.

6. Transfer through exceptions, not presentations

A stronger knowledge transfer begins with the abnormal path.

Instead of asking only “What do you do?”, ask experienced staff:

• Which events make the documented procedure unsafe?
• Which warnings are commonly misleading?
• Which failures arrive together?
• Which decisions depend on business timing?
• Which people hold authority that the organisation chart does not reveal?
• Which workaround should be eliminated rather than taught?
• What would a competent analyst notice before raising an incident?

Then make the incoming team work those cases.

1. Reconstruct the ten most consequential incidents from the previous year.
2. Ask the incoming analysts to diagnose them from the original evidence.
3. Require them to explain not only the answer but the reasoning and alternatives

rejected.
4. Run a controlled failure in a safe environment where possible.
5. Observe the supplier resolving a live exception while the incumbent remains

available.
6. Record the decision pattern, dependency and business consequence.
7. Retest after the supplier has operated independently.

This approach changes the transfer evidence. Readiness is no longer the number of
documents signed. It is the supplier's demonstrated ability to recognise, reason and act
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when the normal script stops.

The documentation also changes. A good operating record does not become an
encyclopaedia. It links procedures to context:

• Why the control exists.
• What depends upon the output.
• Which conditions invalidate the normal step.
• What evidence supports a decision.
• Who owns the business consequence.

The aim is not to describe every future incident. That is impossible. The aim is to transfer a
way of seeing the operation.

7. Retain intelligence, not dependency

Every outsourced operation needs a retained organisation. The question is what it retains.

Many designs retain contract managers, architects and relationship leads but remove too
much operational intelligence. The retained team can discuss service levels and future
design while lacking the ability to challenge a diagnosis, interpret an exception or connect
a technical failure to a business consequence.

A capable retained organisation does not repeat the supplier's work. It preserves four
forms of intelligence:

• Outcome knowledge: what the business must be able to do.
• Control knowledge: where error or failure becomes consequential.
• Historical knowledge: which patterns recur and why.
• Decision authority: who can choose when the contract cannot.

These capabilities can be small in number but must be strong in quality. If the retained
team knows only the contract, the supplier becomes the sole interpreter of the service. If
it retains all operational detail, the outsourcing has not truly transferred. The design must
hold the middle: enough intelligence to govern, challenge and decide without duplicating
execution.

“The purpose of knowledge transfer is not to make the new team remember the
old team's answers. It is to make the new team capable of reaching sound answers
when the next exception is different.”

8. The asset the business case forgot

Knowledge is not valuable merely because it is old, nor because someone finds it difficult
to explain. It is valuable when it prevents failure, accelerates judgement or protects an
outcome.
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That value can be measured more honestly than most programmes attempt. Track the rate
of supplier queries to retained staff, reopened incidents, repeated diagnostic errors,
changes raised for previously known behaviour and the time taken to resolve exceptions.
These measures reveal whether capability has transferred or only activity.

The central mistake is to treat knowledge as an input to transition rather than an asset
affected by the sourcing decision. Once roles are removed, the organisation may no longer
be able to recreate what it allowed to leave. A missed document can be written later. Lost
pattern recognition must be rebuilt through incidents, and the operation pays the tuition.

The current outsourcing wave is teaching a hard lesson. Work can move in weeks.
Judgement moves at the speed of experience.

A responsible business case must therefore ask not only how many roles will leave and
what service will be purchased, but what knowledge makes the service reliable, how that
knowledge will be converted, and which intelligence must remain with the buyer.

If those questions are absent, the saving is incomplete. The organisation has priced the
hands performing the work and assigned no value to the mind that knew when the work
was going wrong.


