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Research Question: What are the benefits and challenges of IT outsourcing from a 

business perspective? 

  

Purpose: The purpose of this research is to gain an increased theoretical and practical 

understanding of why companies outsource IT, what they stand to gain, and what challenges 

they may have to deal with. 

  

Method: This thesis has been written following a deductive approach, where the primary 

data has been collected through a survey. In addition, secondary data has been used in order 

to fulfill the purpose. 

  

Conclusion: This thesis has concluded that ITO as a venture, is often perceived to be more 

beneficial than problematic and is for the most part still profitable despite numerous 

potential drawbacks. The motivating reasons for outsourcing IT has become less oriented 

towards outright cost reduction and more towards gaining access to expertise and skills, and 

that security benefits is the least important motivating factor towards outsourcing IT. 
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GLOSSARY 

Client company “Customer of a professional service provider, or the principal of 
an agent or contractor.” (Business Dictionary, 2014a)  

 
Dynamic Capabilities “provide an organization with the capacity to purposefully 

create, extend or modify its resource base. Dynamic capabilities 
are about change.” (Helfat et al., 2007, p. 30) 

 
Offshore “Work done for a company by people in another country that is 

typically done at a much cheaper cost. Outside of costs, offshore 
outsourcing may be used to complete tasks that the company 
may not be equipped to handle in-house.” (Business Dictionary, 
2014b) 

 
Operational Capabilities “are geared towards the operational functioning of the firm, 

including both staff and line activities; these are “how we earn a 
living now” capabilities.” (Cepeda & Vera, 2007, p. 427) 

 
Outsourcing “The contracting or subcontracting of non-core activities to free 

up cash, personnel, time and facilities for activities in which a 
company holds competitive advantage.” (Business Dictionary, 
2014c) 

 
Vendor company “Supplier of goods or services of a commercial nature.” (All 

Business, 2014) 
 

ABBREVIATIONS 

[B2B] Business to Business 

[DC] Dynamic Capabilities 

[DCP]  Dynamic Capabilities Perspective 

[IT]  Information Technology 

[ITO]  Information Technology Outsourcing 

[MNC] Multi-National Corporation 
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1 INTRODUCTION 

The idea behind this research is to investigate the theoretical and practical implication of 

what benefits and challenges companies encounter when conducting Information Technology 

Outsourcing (ITO). The theoretical section will present a framework containing the 

phenomenon in order to better understand how it is practically implemented towards 

companies.  

This thesis is devoted to investigating the ITO’s potential challenges and benefits, as a 

phenomenon from a theoretical standpoint. This has been done in order to create a model 

which will be used to depict the corresponding practical implications within companies. The 

study of ITO has been a common investigative subject for researchers throughout the past 25 

years (Aubert et al., 2005, p. 9), despite the difficulty involved with obtaining data in this 

subject. The topic of ITO is frequently a controversial issue, with regards to deciding whether 

or not to keep the activity in house, and thereby perhaps, avoiding challenges a company may 

have to endure when outsourcing. On this note, a company’s ability to overcome the overall 

challenges of ITO, and achieve its benefits, is largely dependent upon how well they manage 

their dynamic and operational capabilities (Karimi-Alaghehband & Rivard, 2012, p. 2). 

1.1 BACKGROUND 

Historically, various activities throughout the value-chain has been performed internally by 

companies. Today, however, some of these activities may be performed by third parties that 

are more specialised in their respective areas who then sell their goods or services to other 

companies, i.e. outsourcing. Hätönen & Eriksson (2009, p. 143) have identified three 

different phases of outsourcing history, which are referred to as: "the era of the Big Bang", 

"the era of the Bandwagon" and lastly, "the era of Barrierless Organizations". 

The “Big Bang era” of outsourcing is referred to as the time period between the 1980s and the 

1990s, where the main motivation for companies to outsource was to reduce the operational 

costs. In this era, outsourcing was done domestically, where business relationships were 

mostly managed based on contracts (ibid., p. 145). The “Bandwagon era” of outsourcing is 

referred to as the time period of the early 1990s to the early 2000s, where the main reason 

for outsourcing was still to reduce costs, but also to gain access to external skills and know-

how. During this period, companies started outsourcing functions that were not in their area 

of expertise (ibid., p. 144; Sambharya et al., 2005 p. 149). The “Barrierless Organization era” 

is referred to as the period from the early 2000s up until recently, where outsourcing itself 

has become much more common and is now seen more as a norm rather than an anomaly 

(Hätönen & Eriksson, 2009, p. 144). Hätönen & Eriksson (2009, p. 144) argue that the main 

motivation for outsourcing in recent times is to acquire capabilities that the own firm is 

lacking, which is referred to as strategic outsourcing, more specifically outsourcing of 

Information Technology (IT) for the scope of this thesis. Furthermore, it should be stated 

that outsourcing possibilities are much greater today compared to what they once were, thus 

providing companies with the possibility to outsource globally. ITO has become more 
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important as the demand for more complex services has increased, especially within MNCs 

(Multinational Corporations), however complexity itself alongside the cost of managing 

external IT networks have steadily increased as well (ibid., p. 150). 

1.1.1 WHY BENEFITS AND CHALLENGES? 

The meaning of benefits and challenges used in this thesis can be defined as the positive and 

negative aspects  involved in ITO management.  The benefits and challenges arise due to the 

decisions and goals that managers pursue, therefore it is hard to predict what the exact 

outcome will be, whether it be a beneficial or a negative outcome (Lacity et al., 2009, p. 135). 

In order to overcome the challenges, it is important to gain an understanding of how to 

handle uncertainties and ultimately, deal with them in the most suitable way. Gaining an 

understanding of the organisational environment is crucial in order to handle potential 

threats and anticipating uncertainties as well as making the decisions of what actions to take 

(Lacity & Rottman, 2009, p. 6). 

There are many ways for companies to determine whether or not ITO is a feasible option in 

the first place. The tools used for determining this are those of dynamic and operational 

capabilities. Maintaining these capabilities better enables a company to assess the challenges 

and acquire the benefits. Furthermore, companies can view historical notes which show what 

types of decisions have been taken in the past based on the corresponding level of 

capabilities. Thus giving a better idea of how companies should act based on their current 

level of capabilities (Dibbern et al., 2008, p. 7-10). A company that is aware of its current 

level of capabilities will further enable it to evaluate how capable its staff is towards handling 

the technical complexity of ITO, and thereby gain an understanding of whether or not it will 

be able to reap the benefits of ITO (Lacity, Rottman, 2009, p. 11). 

Nevertheless poor risk management, human nature and cultural differences will always 

interfere with predictions, where a lack of understanding or simple underestimations may 

cause a situation to rapidly take an undesired or unexpected turn or in some cases even 

provide a company with new opportunities. These challenges will always be apparent for 

companies contemplating whether or not to outsource IT (Lacity et al., 2009, p. 130). 

1.2 PURPOSE OF THIS RESEARCH 

The purpose of this research is to gain an increased theoretical and practical understanding 

of why companies outsource IT, what they stand to gain, and what challenges they may have 

to deal with. By using theories and the results from surveys, the goal is to reflect the objective 

reality of modern ITO as accurately as possible.    

1.2.1 RESEARCH QUESTION 

What are the benefits and challenges of IT outsourcing from a business perspective? 
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1.2.2 AREA OF STUDY 

This study covers the phenomenon of IT with regards to outsourcing. Specifically the aim of 

this study is to develop an understanding of the benefits and challenges present in 

companies’ environments and decision-making processes.  The research will therefore not 

cover the decision-making process itself, nor how these decisions are to be implemented. 

Instead, it will encompass the benefits and challenges of ITO that are existent in the 

organisational environment.  

2 THEORETICAL FRAMEWORK 

The framework that will be used as a basis for the main model in this paper is the Dynamic 

Capabilities Perspective (DCP)-based model of achieving ITO success (see Figure 1), although 

this model is normative, it is fundamental for the purposes of this thesis in order to explain 

ITO and its relation to the various benefits and challenges. This model is also required in 

order to provide an understanding of how the decisions and actions taken based on 

companies’ own capabilities may affect the outcome of the ITO, which is further 

demonstrated in the descriptive model containing various benefits and challenges (see Figure 

2). This means that exploiting successful outsourcing opportunities; to overcome the 

potential challenges shown in figure 2,  is largely dependent upon a company’s ability to 

overcome the learning curve and develop internal capabilities associated with ITO, as shown 

in figure 1 (Lacity et al., 2009, p. 142). 

It is vital to understand that in the scope of this research, the DCP-based model explains 

what level of capabilities a company has regarding its operational and dynamic expertise  

(Karimi-Alaghehband & Rivard, 2012, p. 8). The challenges and benefits which are 

considered to be the core of this thesis do not occur spontaneously, instead, they arise based 

on how well the company maintains its in-house capabilities such as sensing, internal 

scanning, selection of sourcing mode, vendor selection and orchestration, as well as contract 

and vendor management (Lacity et al., 2009, p. 142). These are all important factors within 

operational and dynamic capabilities. The recognition of these own capabilities may affect 

the company’s ability to obtain the benefits and overcome the challenges (Kremic et al., 

2006, p. 477; Lacity et al., 2009, p. 142), which is the goal of successful ITO. In order for ITO 

to work, a company needs to ensure that they are capable of managing IT services before 

engaging in ITO (Lacity et al., 2009, p. 135). This model explains the capabilities which are 

relatable to how companies can analyse all the necessary aspects of its general environment 

in order to predict possible positive as well as negative outcomes of outsourcing before ITO is 

actually undertaken.  
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Figure 1 A Model of IT Outsourcing Success, Karimi-Alaghehband & Rivard, 2012 

The model is referring to all the factors creating the events occurring in the organisational 

environment. The DCP framework explains which factors contribute or affect the creation of 

benefits and challenges of ITO, depending on how well companies manage their dynamic and 

operational capabilities (Karimi-Alaghehband & Rivard, 2012, p. 2).  

The DCP framework, focuses on two steps, which together form the basis for successful  ITO 

implementation:  successful reconfiguration,  and successful ITO delivery, as a result of 

managing dynamic and operational capabilities (ibid., p. 3). 

The capabilities listed as reasons for dynamic and operational successes form the benefits 

and challenges existing in the company’s environment. Each individual benefit or challenge 

occurs because of certain decisions and process occurrences, which in turn can be classified 

as either dynamic or operational capabilities (ibid., p. 4-6).  

2.1 LEARNING CAPABILITIES 

The learning capabilities in this model refer to the company’s ability to accumulate 

experience, and perform knowledge management processes. This capability helps to create 

effective alliance partnerships, with focus on modifications and adaptations of its new or 

existing processes, which involves the delegation of responsibilities. As knowledge sharing 

has been recognised as having a direct impact on ITO success, its performance will directly 

affect the outsourcing itself. Learning capabilities includes gathering information about its 

performance from the external environment, as reception of feedback and creation of new 

opportunities may affect the outcome of ITO (Karimi-Alaghehband & Rivard, 2012, p. 7).  
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2.2 DYNAMIC CAPABILITIES 

Listed as follows are dynamic capabilities that companies should manage and develop in 

order to reap the benefits of ITO and deal with the challenges. 

Sensing: The ability to gather certain information about the company’s external 

environment, regarding competition and customers. Sensing could therefore be referred to as 

a vital part of management towards outsourcing functions in order to successfully scan the 

environment for possible threats and opportunities (Karimi-Alaghehband & Rivard, 2012, p. 

4). 

Internal scanning: The ability for a company to measure its own existing resources. 

Internal scanning is used in order to evaluate the current and desired state of the company 

resources. This tool is used to contribute towards decision-making involving whether or not 

to outsource IT functions (ibid., p. 5). 

Sourcing mode selection: The ability to use information towards creating certain routines 

in order to develop new innovative technologies and techniques to be performed under the 

outsourced conditions. The development of innovative technologies is vital in a rapidly 

changing industry such as IT. Sourcing mode selection helps to improve learning processes 

through standardising, that is, the knowledge required to engage in ITO should be delivered 

in a routine and simple manner. Overall, the goal of sourcing mode selection is to standardise 

the process of teaching employees information about ITO in order to ensure understanding 

and therefore help further the development of innovative technologies and techniques (ibid., 

p. 5). 

Vendor selection: The identification of  potential partnerships, as the selection of the right 

contractors is one of the most important elements that should be taken into consideration 

before committing to ITO. The vendor selection is important because it relies on the 

company’s ability to search for and identify suitable ITO partners (ibid., p. 5). 

Orchestration: The company’s ability to arrange appropriate managerial capabilities and 

coordination. Orchestration aims to synchronise tasks and operations, with the level of 

resources a company plans to invest towards outsourcing. To summarise, orchestration is 

how skilled a company is towards organising and coordinating its level of tasks and 

operations. The necessity for a company to maintain this capability is readily apparent 

considering the vast complexity of ITO, especially when it involves outsourcing to multiple 

vendors (ibid., p. 5, 6). 

Successful reconfiguration within this model can be described as the degree to which an 

organisation is able to effectively augment, adapt and shape its IT resources based on the 

outsourcing agreement (ibid., p. 3). 

2.3 OPERATIONAL CAPABILITIES 

Operational capabilities in this framework refer to factors which involve the organisation’s 
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performance possibilities, that being to manage, control and execute operations, with regards 

to contract and vendor management of ITO. 

Contract management: The ability of the company to coordinate specific processes with 

regards to effective performance negotiations, provide control over the resources and support 

the actors involved in the ITO process. Contract management includes the price and 

supervision of the design with regard to setting up the appropriate deadlines for the 

outsourcing operation (Karimi-Alaghehband & Rivard, 2012, p. 6). 

Vendor management: The ability to cooperate and coordinate strategy with vendors, the 

company in which IT services are outsourced to, is considered to be one of the most 

important aspects of benefit and challenge management in the ITO environment. By 

including cooperative problem solving and development of services, along with the vendor 

selection, this capability is connected to a crucial aspect of ITO: partnership quality (ibid., p. 

6, 7). 

Successful ITO delivery is dependent upon how well the organisation is able to effectively 

manage the outsourcing agreement as well as the vendor relationship, in other words, how 

well a company handles its operational capabilities (ibid., p.2).  

2.4 BENEFITS AND CHALLENGES OF IT OUTSOURCING  

Previous research has identified many different benefits to be gained for companies by 

outsourcing IT functions. These benefits encompass, among others, benefits such as cost 

reductions and access to expertise and skills as well as more flexibility in the sense that it 

allows the company to focus on core competencies with less restrictions attached. 

Furthermore, it allows the company to focus on their core business. Moreover, companies 

may outsource their IT to a third party because of technologically related reasons, for 

example due to the company itself not being able to perform the activity with the same level 

of efficiency as the vendor they are outsourcing to, thereby having to hire a third party (Lacity 

et al., 2009, p. 134). 

Although one of the most common benefits and  reasons for a company to outsource a certain 

function (namely IT for the scope of this paper) is to save money, the outsourcing may 

become a costly process for the company as it may contain hidden costs or costs that are hard 

to anticipate it the long run, thus the outsourcing may in some cases result in no cost savings 

at all, or even cost increases (ibid., p. 135). 

Poor ITO outcomes tend to stem from the lack of specificity and follow-through regarding 

specific outsourcing goals, as well as either the client and/or vendor having insufficient 

technical skills. These factors can either be defined as being contract or relationship based 

issues. Moreover, a lack of flexibility within the contract only serves to escalate the already 

present issues further (DiRomualdo & Gurbaxani, 1998, p. 3).  

Aubert, Patry and Rivard (2005, p. 13) presented the components of risk exposure of ITO, 

where distinctions between different potentially troublesome outcomes of outsourcing are 
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made and why these outcomes occur. 

These authors discuss issues pertaining to lack of understanding within the client company. 

This can lead to hidden and unexpected costs when managing ITO in terms of the initial 

transitional and management costs as well as switching costs related to the potential change 

of vendor. These costs could be further escalated  if the client firm is lacking in technical 

competence. Furthermore, technical incompetence with regards to ITO would underestimate 

the costs pertaining to measuring the scope of the operation as well as overall coordination 

costs regarding contract complexity. Cultural differences may further escalate the 

misinterpretation of rules and regulations between the two parties, and thereby lead to 

disputes and costly contract changes between them. When avoiding issues that occur due to a 

lack of anticipation, firms ensure that the more expensive the contract, the more flexibility 

the contract will have (ibid., p. 13). 

2.4.1 BENEFITS OF IT OUTSOURCING 

The motivating factors for companies to outsource their IT functions are in themselves, the 

benefits that the companies seek to acquire. The main benefits identified are related to, cost 

benefits, IT efficiency enhancement, core capabilities, access to expertise and skills and 

security benefits (Lacity et al., 2009; Endorf, 2004). 

2.4.1.1 COST BENEFITS 

ITO yields cost reducing benefits within areas of project duration, technical performance and 

work quality (Lacity et al., 2009, p. 131). Previous research indicates that firms with relatively 

low financial performance, this specifically being, lower profits and cash flow, accompanied 

by higher operating expenses, showing that poor financial performance largely determined 

whether or not to engage in ITO (ibid., p. 132). To outsource IT functions to more efficient 

external vendors, is to commercially exploit this activity. Commercially exploiting IT in this 

regard aims to create additional revenue, enlarge profit margins and offset costs. Overall, the 

aim is to improve the company’s return on investment pertaining to its IT division 

(DiRomualdo & Gurbaxani, 1998, p. 1; Ranganathan et al., 2007, p. 446).  

2.4.1.2 IT EFFICIENCY ENHANCEMENT 

ITO aims at improving systems such as inventory and customer management processes, 

business process management as these are innovative information systems. Further 

innovation is done through reengineering business processes (DiRomualdo & Gurbaxani, 

1998, p. 7). Specifically this translates into increased efficiency of IT resources (ibid., p. 3). 

Companies that stress cutting edge techniques towards the maintenance and enhancement of 

their IT services, are those whom are heavily dependent upon the responsiveness (ibid., p. 9) 

and speed and at which the IT operates with, such as air travel and financial service 

industries (ibid., p. 10). 
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2.4.1.3 CORE CAPABILITIES 

Benefits of ITO include cost savings, access to expertise et. cetera. One benefit in particular is 

the enhancement of a company's core competencies (Ranganathan et al., 2007, p. 448). A 

company can further its strategic/competitive advantage by focusing on its core advantages 

(Lacity et al., 2009, p. 141). A revitalised focus on core competences is achieved through 

outsourcing to other actors who can perform  the company’s non-core activity/activities, with 

increased efficiency and lower costs as the realised cost savings from engaging in ITO can be 

redeployed back into other projects (Ranganathan et al., 2007, p. 444). Once again, this 

translates into external actors (outsourcing vendor) performing this non-core activity for the 

company in question, at an even further reduced cost (Andersson et al., 2012, p. 18). By 

outsourcing to a low cost expert and thus generating savings for the company, these funds 

can be reinvested towards the firm’s core capabilities (DiRomualdo & Gurbaxani, 1998, p. 4, 

9).  

However, it should be noted that although one of the motives a company has for ITO is to 

enhance its already present core capabilities, it should initially decide whether or not the 

activity is already a core capability. Deciding whether or not to outsource certain IT functions 

may not always be an easy task, it can be argued that if the activity is considered a core 

competency within the organisation, it should be kept in-house instead of being outsourced, 

in order to avoid letting go of an important competitive advantage by mistake or inexperience 

(Ordoobadi, 2005, p. 3; Earl, 1996, p. 28). To assist in the outsourcing decision-making and 

to avoid making the wrong decision, Ordoobadi (2005, p. 6, 7) proposes a core competency 

check that consists out of four questions:  

● Does the activity need highly specialised design and manufacturing skills? 

● Does the activity have a high impact on what customers perceive as the most 

important product attributes? 

● Does the activity provide potential access to a wide variety of possible future markets? 

● Is the activity difficult for competitors to imitate? 

An activity that received three or more "yes" answers to these questions should be considered 

as a high core competency whereas an activity that received two or even one "yes" answer 

should be considered a medium core competency respectively a low core competency. 

Activities that did not receive any "yes" answer at all should be considered as minor activities 

and should be safe to outsource from a core competency perspective (ibid., p. 6). 

2.4.1.4 ACCESS TO EXPERTISE AND SKILLS 

Earlier, cost benefits were discussed separately, however, those were cost savings that arose 

due to the outsourcing of the activity itself. Moreover, these are the savings that result 

specifically due to the association with experts in the field of IT (DiRomualdo & Gurbaxani, 

1998, p. 3).  Cost efficiency arises chiefly due to the fact that outside IT specialists are often 

better with regards to updating the required skills and technology of the activity in question, 
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more so than the company who wishes to outsource the activity. Moreover, cost efficiency is 

further improved by the fact that external experts have created more refined, and effective 

processing as well as management of the activity being outsourced to their company (ibid., p. 

3, 6). This means that the client company, thanks to involvement with expert skills and 

experience produces the same results in less time than a moderately skilled in-house 

workforce (Ranganathan et al., 2007, p. 445). Furthermore, association with experts also 

implies that the in house staff whom previously worked with the outsourced activity, and had 

not taken up positions within the vendor company, are now redundant, and can be let go 

(ibid., p. 445, 447), resulting in additional savings for the company. On this note, one must 

consider the possibility of an internal backlash this may cause. The headcount reduction 

involved in outsourcing certain IT functions may lead employees to resist the transition, in 

order to maintain their position (ibid., p. 445). Despite this potential drawback, companies 

still look to outsourcing due to the vendors containing far more expertise than their 

outsourcing clients; vendor employees specialise in areas on a daily basis in which the client 

company’s staff only encounter rarely  (Barthelemy, 2001, p. 60). 

To summarise, improved performance serves as a significant inducement towards firms 

decisions for outsourcing their IT functions. In-house IT departments are less efficient and 

technologically advanced than the current market set up. Whereas, a vendor is specifically 

dedicated to counteract issues of  IT inefficiency, both in terms of technology and efficient 

management (ibid., p. 60). IT outsourcing contracts aim to improve productivity, technology 

and staff skills. Companies depend on their vendors to deliver a direct impact on company 

business performance; that being, improving efficient response times, logistics, forecasting, 

optimisation, or marketing and product offerings et cetera (DiRomualdo & Gurbaxani, 1998, 

p. 9).  

2.4.1.5 SECURITY BENEFITS 

While the company exposes itself to numerous security threats when outsourcing its IT 

functions, there is the added benefit that by outsourcing, it may allow companies to dedicate 

less time to searching for and evaluating various security solutions such as antivirus and 

firewall software. Instead, these issues are dealt with by the outsourcing service provider, 

who will most likely have a wider perspective of the potential threats and common cyber-

attacks as well as a better knowledge of how to deal with them (Endorf, 2004, p. 18, 19). 

2.4.2 CHALLENGES OF IT OUTSOURCING  

To help create clarity for the reader, it should be stated that problems arising from engaging 

in the outsourcing of IT functions, can be summarised into two categories, issues with the 

contract itself, and issues with the vendor. Often, the problems related to ITO include these 

two categories simultaneously (DiRomualdo & Gurbaxani, 1998; Lacity et al., 2009). 
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2.4.2.1 LACK OF TECHNICAL COMPATIBILITY BETWEEN THE CLIENT AND ITS 

VENDORS  

Maintaining the agreements of the contract involves ensuring the vendor has the capabilities 

it claims, in which to honour the contract. The company planning to outsource its IT 

functions, should (if possible) investigate a vendor’s claims regarding their overall expertise, 

before engaging in, or extending a binding contract with said vendor (DiRomualdo & 

Gurbaxani, 1998, p. 15). Specifically this includes re-engineering skills, level of technical 

expertise, and process management. If possible, the client should find ways of validating 

vendor claims through measuring the change in IT performance levels, (ibid., p. 15) before 

deciding whether or not to extend the contract’s duration. One must take into account, when 

questioning the vendor staff’s technical competence, the employees of the client company 

may have been transferred to the vendor itself. When the client outsources its IT functions, it 

may outsource some of its employees as well. For the client company may end up outsourcing 

its more inexperienced staff to the vendor, thereby impeding one of the main purposes of 

outsourcing IT, which is to gain access to vendors’ technical skills and experience (Earl, 1996, 

p. 27). On the other hand, if the client company outsources its more experienced staff, there 

is a risk that the vendor may want to hold onto these employees, upon expiration of the 

outsourcing contract. Due simply to the fact that capable IT staff tend to be a rare commodity 

(ibid., p. 27). Thus damaging the client company’s internal capability within this activity.  

The issue discussed above pertains to initial compatibility between the two parties, however, 

there are different issues regarding compatibility that can arise during the duration of a 

contract. One issue that may arise over time within a subject as technologically dependent as 

IT, is of course, technological advancement. There is the risk that the vendor’s skills do not 

advance correspondingly with the rate of technological advancement. Although these issues 

can be assessed with the vendor during annual reviews, until that point in time, the benefit of 

cost reduction for the client will be impeded (ibid., p. 28). 

2.4.2.2 LACK OF THE CONTRACT’S FLEXIBILITY 

Contractual agreements may lack the element of anticipation, which may be significantly 

detrimental to the client firm given the technological uncertainty of the IT industry. For this 

reason it is vital that while two parties are locked in a contractual agreement, that the 

contract addresses upcoming strategic issues. Contracts or alliances with the vendor need to 

incorporate an element of flexibility, enabling the contract to remain robust enough to deal 

with future changes that may affect the relationship between the two parties and the ability of 

the vendor to manage the outsourced IT functions over the duration of time (DiRomualdo & 

Gurbaxani, 1998, p. 15).  For this very reason client firms avoid contracts that are set in stone, 

and therefore tend to encourage more short term agreements, to the detriment of the 

supplying vendor (Earl, 1996, p. 28). On the other hand, incorporating flexibility into the 

contract through variation clauses may encourage vendors to set up costly premiums (ibid., 
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p. 27, 28). Despite this, firms should be more inclined towards incorporating costly elements 

of flexibility even into short term contracts with vendors, given the volatile and dynamic 

nature of the IT industry. That is, if the firm wishes to maintain the cost reducing benefits of 

outsourcing IT functions.  

2.4.2.3 LACK OF CULTURAL COMPATIBILITY BETWEEN THE CLIENT AND THE 

VENDOR 

When choosing an appropriate vendor, two categorical requirements are apparent. The first 

one involving technical compatibilities when aiming for shared objectives between the two 

parties, the second, being cultural compatibility (Ranganathan et al., 2007, p. 446). Without 

presenting seminars regarding cultural awareness, or hiring diversity experts, the social and 

cultural gaps that may already exist between the vendor and client firm may be further 

widened (ibid., p. 446).  Aims of profitability and the overall return of the IT investment is 

impeded when common issues resulting from cultural differences such as language appear. 

Leading to of course, relatively poor communication skills (Andersson et al., 2012, p. 18). 

Companies realise the importance of clarity and seek to reduce these gaps, as is evident from 

the popular IT outsourcing destination, India. India is largely English speaking, this 

communicational advantage translates to IT outsourcing investments to that country being 

relatively unimpeded. At least with respect to a language barrier. Since the vital task of 

delivering and understanding information is comparatively small when outsourcing to India, 

client firms can enjoy the cost benefits that IT outsourcing yields when language barriers are 

minimal (ibid., p. 19). 

2.4.2.4 HIDDEN COSTS 

The occurrence of hidden costs are broad, many of which occur due to the challenges listed 

above. Hidden costs are not anticipated in the purchasing of the vendor's services, or the 

direct costs involved with transferring the activity from the client. To summarise, hidden 

costs are those which neither side initially expect to occur throughout the setup process or 

duration of the contract (Barthelemy, 2001, p. 60; Earl, 1996, p. 28). Many of these 

unanticipated costs result from switching vendors, costly contractual amendments as well as 

from a contract's lack of flexibility (Earl, 1996, p. 28). Specifically these relate to a contracts 

inability to deal with ever changing technology within the dynamic industry of IT. 

Furthermore, hidden costs of ITO result based on an inaccurate alignment between the 

contract's strategic objectives, and the relationship between the two parties (DiRomualdo & 

Gurbaxani, 1998, p. 3). The cultural differences themselves play a role within the 

maintenance of this relationship, as a corporation not keeping its IT support in house may 

endure the costly factors of institutional and cultural differences, due to the corporations lack 

of familiarity with the foreign country in question. (Andersson et al., 2012, p. 19). While 

hidden costs may occur due to contract flexibility and cultural compatibility, there is also a 

chance that the company's choice of vendor lacks the outright technical capacity to achieve 
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the objectives specified in the contract (DiRomualdo & Gurbaxani, 1998, p. 6). Moreover, 

both parties may be at fault when instances of underestimating the costs of managing ITO 

over the duration of the contract are significantly higher than expected (Barthelemy, 2001, p. 

60). 

2.4.2.5 SECURITY RISKS 

When outsourcing, a number of security challenges become apparent. A company exposes 

itself to numerous IT risks when outsourcing, one of those being the potential hacking of 

sensitive information. Hacking breaches involving data exposure or loss may end up being 

extremely costly to organisations, in addition to the costs generated by companies receiving 

malicious software, are factors such as the loss of reputation (Endorf, 2004, p. 17). Moreover, 

the professionals that a company needs to hire in order to minimize the threats listed above 

are often costly and hard to come by, as it can be very expensive for small and medium sized 

companies to hire full time experts, especially if they wish to keep them for an extended 

period of time. In addition to security concerns with regards to malicious software, are 

factors such as a lack reliability with the client company’s choice of vendor. Many employees 

are apprehensive with regards to their company outsourcing such sensitive information to 

third parties (Endorf, 2004, p. 18; Ranganathan et al., 2007, p. 449). 

 2.5 SUMMARY OF THE THEORETICAL FRAMEWORK 

Dynamic and operational capabilities are factors which influence how well a company 

overcomes the potential ITO challenges, thereby achieving the benefits of ITO. Dynamic 

capabilities specifically encompass the areas of sensing, internal scanning, source mode 

selection, vendor selection, and orchestration. The factors sensing and internal scanning are 

defined as how a company assesses its customer base, competition, and internal resources. 

The way the corporation simplifies knowledge transfer in order successfully share complex 

techniques throughout the entire company, is defined as source mode selection. Vendor 

selection as the name suggests, is how the company evaluates its potential outsourcing 

partner in order to ensure compatibility between the two parties. Coordinating internal and 

external tasks, to ensure organised and synchronised operations throughout the company, is 

a skill that the company in question should maintain if it wishes to expand to third parties. 

This is referred to in the DCP-based model as orchestration. 

While outsourcing, two issues are apparent, vendor and contract management. A company's 

skills in these areas are a necessity if they wish to avoid issues arising in these areas upon 

engaging in ITO. Assigning and maintaining the appropriate obligations of both parties 

within feasible deadlines, with consideration to both parties' limitations are prime issues 

which need to be managed within a contract.  While the client firm coordinates and 

maintains the contract, it must also be capable of handling general coordination and strategic 

issues with the vendor to effectively develop the service being outsourced. These factors form 

a company's operational capabilities. 
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The ITO outcome is dependent on how well the corporation handles the challenges, in order 

to utilise the benefits, and is a reflection of its operational and dynamic capabilities (Lacity et 

al., 2009, p. 135). On this note, a figure encompassing the benefits and challenges (see Figure 

2) was developed in order to show how these are dependent on the decisions and actions 

taken within companies in relation to their own capabilities and how these affect the ITO 

outcome. 

2.6 THE MODEL OF ITO BENEFITS AND CHALLENGES 

Based on the model of IT Outsourcing success along with the benefits and challenges 

identified from previous research above, a more descriptive model was designed which 

includes the benefits as well as the challenges. This was done in order to show how they 

influence the outcome of the ITO within companies. The goal of this model is to show that the 

ITO outcome is directly affected by the companies’ ability to take advantage of the benefits 

while addressing numerous challenges. 

 

Figure 2 A Model of IT Outsourcing Benefits and Challenges 

“Executives must conquer a significant learning curve and build key in-house capabilities in 

order to successfully exploit outsourcing opportunities” (Lacity et al., 2009, p. 142). This 

shows how the management of the capabilities and the decisions taken based on these 

capabilities reflect which benefits and challenges the company could be exposed to, and 

ultimately, how they lead up to the ITO outcome (ibid., p. 135). 
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The benefits and challenges in this model are traceable to the existing literature of the 

outsourcing of IT. The model including the benefits and challenges occurs parallel with the 

DCP-based model of ITO success. The challenges and benefits are depicted as such to 

demonstrate that it is not a sequential process, rather that they can occur simultaneously, 

since once a company decides to transfer its IT activity to a third party, it can receive benefits, 

while at the same time, encountering various challenges.  

3  METHODOLOGY  

3.1 CHOICE OF RESEARCH TOPIC 

The choice of research topic for this thesis is the phenomenon of IT with regards to 

outsourcing. Initially, the idea was to focus exclusively on the business to business (B2B) 

phenomenon of IT as a general concept. Due to a lack of specificity, the topic was changed to 

encompass a more narrow area, the reason for this was to avoid the vague and broad 

conclusions which would be deducted from such a wide area of study. Thus, to better clarify 

and conclude a specific phenomenon, a more narrow topic was chosen, where primary and 

secondary data could be used to focus on a specific area. Specific benefits and challenges 

associated with a complex venture such as ITO, could be pinpointed and verified to a 

theoretical model, as opposed to a general topic such as the IT phenomenon which may prove 

difficult to isolate in a theoretical framework. 

Creating this research question was done in a more rational manner, the topic area was 

decided based upon by integrating the authors own ideas as well as examining previous 

research and project material regarding ITO (Saunders et al., 2009, p. 31). The choice to 

focus on the benefits and challenges was made due to these factors of outsourcing being 

frequently mentioned while analysing and reviewing research articles within ITO. Hence, the 

decision to design the research question was done in a rational manner (ibid.,  p. 25). 

3.2 TYPE OF RESEARCH 

This thesis maintains a quantitative and deductive research approach towards gathering data, 

with regards to surveys and further analysis (Saunders et al., 2009, p. 127, 151), The 

quantitative and deductive methods were deemed to be most appropriate based on the 

theoretical framework and the retrieval of empirical data. A quantitative approach is 

characterised by gathering numerical and standardised data through techniques such as a 

questionnaire (ibid., p. 482). In addition, a deductive approach involves developing a 

conceptual or theoretical framework, to be used in order to pinpoint data and analyse it using 

the model (ibid., p. 61). 

3.3 SELECTION OF THEORIES 

The main model used for this thesis is the model of ITO benefits and challenges (see Figure 

2), which is based on knowledge of the phenomenon that has been gathered and compiled 



 

 

15 
 

from the existing research literature on ITO. Based on the fact that this phenomenon was 

frequently discussed throughout ITO research literature, reaffirmed the decision to use it as a 

pinpointing tool with regards to primary and secondary data. Which means that the model 

has been used in order to pinpoint the specific factors included within benefits and 

challenges upon retrieving primary and secondary data.  

With regards to focusing solely on the benefits and challenges, it was decided that the reader 

could benefit from an added understanding regarding influencing factors that affect and 

occur alongside the ITO outcome, which is the capabilities. The purpose of the capabilities 

demonstrated in the DCP model (see Figure 1) was to give the reader more of an 

understanding of the general context, i.e. showing certain triggers which encourage the 

addressment of challenges and utilisation of benefits while undertaking an ITO venture. 

3.4 DATA COLLECTION  

Primary data has been collected through an electronically based survey, with questions based 

on the model of ITO benefits and challenges. The survey has been sent out to 169 various 

companies, in order to fulfil the purpose of this thesis; to gain an increased theoretical and 

practical understanding of why companies outsource, what they stand to gain, and what 

challenges they may be exposed to. The companies chosen for the survey ranged from smaller 

firms to larger MNCs who either had the headquarters or a subsidiary located in Sweden. In 

addition to the online survey, primary data has also been collected through a paper-based 

survey which was handed out to companies attending the B2B Business Faire at Aros 

Congress Center in Västerås at the 29th of April, to which 17 companies responded. In total, 

38 companies answered the surveys and thus, the sample consists of 38 different companies. 

Surveys are a frequently used data retrieval technique within business and management 

studies, and are generally used for descriptive statistics research. Moreover, surveys retrieve 

large amounts of data in a standardised manner, providing a clear comparison and 

understanding of the results, as well as the possibility of  illustrating relationships between 

different variables (Saunders et al., 2009, p. 144).  The clear comparison between the 

variables and overall understanding of results are largely attributed to a survey’s ability to 

quantify data, and in turn, analyse it in a quantifiable manner (ibid., p. 144).  To summarise, 

the retrieval and organisation of large amounts of data have been conducted in a 

standardised, easily comparable and quantifiable manner, which fit the researching aims of 

this thesis. Investigating the factors of benefits and challenges throughout various companies 

that outsourced IT required quantitative data retrieval which could be easily analysed using 

descriptive statistics, hence why a survey was chosen as an appropriate means of data 

retrieval.  

3.4.1 PRIMARY DATA 

The type of data variables that has been collected through the questionnaire are opinion 

variables, which means that they reflect the different experiences that companies have had 

with outsourcing (Saunders et al., 2009, p. 368). 
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The primary data collection has been carried out by sending out questionnaires to companies. 

Furthermore, the retrieval of primary data was conducted in a manner of convenience 

sampling (ibid., p. 241). This was based on two factors, the first being the fact that companies 

were selected based on ease of access, secondly, the sampling process continued until a 

sufficient sample size was reached. In order to further encourage response rates, the 

anonymity of the survey was emphasised due to the controversial nature of certain questions. 

Moreover, those that did choose to participate could give information regarding whether or 

not they outsourced IT, and if they did outsource, what specifically they encountered in terms 

of benefits and challenges. 

3.4.1.1 OPERATIONALISATION OF CONCEPTS 

The following table (see Table 1) illustrates how each theoretical concept (benefits and 

challenges) was rephrased into a question alternative and how it was asked on the 

questionnaire (see Appendix 1). Each section within the Theoretical framework column listed 

below, also justifies the formulation of each question. To clarify, the survey question “Vendor 

possessing a higher level of know how within IT” is specifically formulated based on 

Ranganathan et al., 2007, p. 445, which was used in the Theoretical framework, in section 

2.4.1.4. This shows how the survey questions themselves are specifically linked to the 

Theoretical framework. 

Table 1 Operationalisation of benefits and challenges 

Concept The question statement Question(s) on 
the survey 
(See Appendix 1) 

Theoretical 
framework section 

Access to expertise and 
skills 

Vendor possessing a higher level of 
know-how within IT 
Higher level of know-how within IT, due 
to vendor’s expertise 

2A, 3A 2.4.1.4 
 

Ranganathan et al., 
2007, p. 445   
 

Cost benefits Cost reductions within IT 2B, 3B 2.4.1.1 
 

DiRomualdo & 
Gurbaxani, 1998, p. 1 

Core capabilities To focus on enhancing core 
competencies 
Increased core competencies within the 
own company 

2C, 3C 2.4.1.3 
 

Ranganathan et al., 
2007, p. 448 

IT efficiency 
enhancement 

Vendor providing faster and more 
responsive IT systems and services 

Faster and more responsive IT systems 
and services 

2D, 3D 2.4.1.2 
 

DiRomualdo & 
Gurbaxani, 1998, p. 9  
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Security benefits Vendor providing maintenance of 
security software and a higher level of 
experience in dealing with security 
threats 
 

Better security software and experience 
in dealing with security threats 

2E, 3E) 2.4.1.5 
 

Endorf, 2004, p. 18, 19 

Lack of technical 
compatibility between 
the client and its vendors 

Technical misunderstandings with your 
outsourcing partner 

4A 2.4.2.1 
 

Earl, 1996, p. 27 

Lack of the contract's 
flexibility 

Changes to the outsourcing agreement 4B 2.4.2.2 

 

DiRomualdo & 
Gurbaxani, 1998, p. 15 

Lack of cultural 
compatibility between 
the client and the vendor 

Cultural issues related to language 
differences 
Cultural issues related to nationality 
differences 

Cultural issues related to differences in 
values and norms 

4C, 4D, 4E 2.4.2.3 
 

Ranganathan et al., 
2007, p. 446; 
Andersson et al., 2012, 
p. 18 

Hidden costs Unexpected costs 4F 2.4.2.4 
 

Barthelemy, 2001, p. 
60;Earl, 1996, p. 28 

Security risks Sensitive data exposure by unauthorised 
third parties 

4G 2.4.2.5 
 

Endorf, 2004, p. 17 

 

3.4.2 SECONDARY DATA  

Primary data has provided the main source for the analysis,  this type of data has been chiefly 

used in order to validate the benefits and challenges, on the other hand, the secondary data 

validates the benefits and challenges while complementing the primary findings (Saunders et 

al., 2009, p. 258). This means that this  thesis’s  research question  has been assessed using a 

combination of primary and secondary data. 

Secondary data includes a variety of material such as written sources which include journals, 

newspapers, company websites, company research publications, databases and 

communications, et cetera. There are numerous non written sources in which secondary data 

can be extracted from but for the purposes of this thesis, it has been restricted to company 

research publications and company websites (ibid., p. 259). More specifically, the secondary 

data within this thesis consists out of two studies, which were conducted by the accounting 

and consultancy firms Deloitte and KPMG. 
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3.5 PRESENTATION OF DATA AND ANALYSIS 

The primary data has been analysed and presented using descriptive statistics, which made it 

possible to describe the central tendencies of the data (Saunders et al., 2009, p. 444). The 

most appropriate measure of the central tendencies for the purposes of this thesis were 

deemed to be the mode and the mean (ibid., p. 444). 

The motivating factors for this paper’s data analysis maintaining a deductive approach is due 

to the theoretical framework being divided and used as a tool to pinpoint and retrieve 

primary data. This provided the possibility to organise and present it in a numerical manner 

indicative of descriptive statistics (ibid., p. 61, 127). Furthermore, among the numerical data 

retrieved, it had a casual and partly informal relationship between the phenomenal variables 

encountered, for instance, the correlation between an increased IT efficiency in relation to 

access to expertise and skills. Moreover, each benefit and challenge was thoroughly defined 

within the questionnaire in order to relate to material presented in the theoretical 

framework, while at the same time maintaining clarity in order to encourage user-

understanding and thus increase the response rate of the survey (ibid., p. 127). Specifically, 

this was how the benefits and challenges were operationalised, the questions of the survey are 

based on the factors from the theoretical framework which were phrased in a manner that 

provided measurability,  in order to better establish a clear link between the theoretical 

framework and the questionnaire.  

Each factor, whether it be a benefit or challenge, has had its corresponding level of responses 

compiled into a weighted mean figure (see Table 2 for an example). Furthermore, each 

observation was pinpointed to a level of importance. For instance, a weighted mean of 4.5 for 

a specific benefit indicated that a majority of responses were based around 4 to 5, which in 

turn signified that the majority of responses tended to be “Large” or “Very large” (on a 

word/number scale from none, small, medium, large, very large). To summarise, each 

question and the way it can be answered has been designed to trace the number of 

occurrences within each ITO factor, and decide the corresponding value of the weighted 

mean for said factor.  

The computation is as follows, the approach used towards analysing the data, was the 

weighted mean. It differs from the standard mean calculation, also known as the arithmetic 

mean. While the arithmetic mean is simply a total value divided by the combined number of 

individuals, occurrences or objects, the weighted mean is used when there are several 

observations which can be categorised (Lind et al., 2011, p. 63). For instance, the survey used 

for this thesis has a number of factors such as IT efficiency, security, hidden costs et cetera 

that have five points of ranking (categories), the respondents were able to make observations 

within a word/number rating scale ranging from 1 to 5 of either security, or hidden costs et 

cetera. The number of occurrences is matched, and thus combined within each category, and 

then divided by the total number of individuals. 
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An example to summarise:  

Table 2 Example of weighted mean calculation 

Level of severity: None Minor Moderate Significant Major Total 

Number scale: 1 2 3 4 5 
 

Number of respondents 5 9 3 1 0 18 

Unexpected costs x number of 
respondents 

5 18 9 4 0 36 

 

This example is based on the calculation of the responses for the question regarding the 

unexpected costs. Total weighted value 36 / number of respondents 18 = 2.0 <=> weighted 

mean 

To clarify, the word/number rating scale from 1 to 5 (for the benefits) was given to the 

respondents in the form of “None”, “Minor”, “Moderate”, “Significant” or “Major”. These 

words were converted to numerical values in order to compute the weighted mean response.  

3.6 VALIDITY AND RELIABILITY  

The retrieval of primary data was conducted through convenience sampling. This specific 

type of data retrieval technique is subject to two immediately apparent flaws, firstly the 

likelihood of the sample being indicative of the general population is rather small. Secondly, 

it may be subjected to various influences and biases that are out of the researcher’s control. 

To summarise, this specifically means that the researcher engaging in individual selection of 

various entities for testing through the usage of convenient sampling, may end up generating 

bias within the sample. This in turn, may create an inaccurate generalisation of the sample 

(Saunders et al., 2009, p. 236, 241). However, this is more likely to be a problem if the 

sample has a significant amount of variation in its population (ibid., p. 241).  

Another possible issue concerning the reliability of the findings is the fact that although 

attempts were made, it was still difficult to determine the position of the person(s) within the 

companies who answered the survey, or for that matter, which department that answered it. 

In order to maintain the survey’s validity, the questionnaire that was sent out to companies 

was initially pilot-tested by students as well as a professor, prior to sending it to the 

respondents (ibid., p. 394). This was done specifically in order to ensure that the 

operationalisation of the concepts were conducted correctly and in a comprehensive way 

(ibid., p. 124).  
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3.7 LIMITATIONS 

With regards to the limitations of this study, the sample size initially consisted of 38 

responding companies. However, not all of these companies outsourced IT and thus they 

were not relevant for this study, thereby lowering the number of companies that were 

appropriate for this research to a sample of 18 different companies. This sample size is 

smaller than initially expected due to the fact that many of the companies replied and stated 

that more time would be required in order to answer a survey on this subject matter. Many of 

which also specified that they had insufficient knowledge on hand in order to accurately 

answer this survey as they would require more time in order to forward it to someone within 

the company who possessed an appropriate level of expertise. Furthermore, other companies 

simply specified that it was  difficult to respond with a high degree of certainty to the survey 

within the given time frame, and thus they declined to participate.  

4 EMPIRICAL FINDINGS AND ANALYSIS 

Within this section, the empirical findings from both the primary data as well as the 

secondary data will be presented, analysed and discussed. The following results will be 

analysed in connection with the theoretical framework.  

The first question that was asked in the survey was whether or not the responding company 

outsourced any IT function, this was done in order to ascertain how many companies out of 

the total sample size engaged in ITO. 

 

Figure 3 Companies outsourcing IT function 

Out of the total sample which consisted of 38 respondents, 47% of the companies responded 

that they did in fact, outsource some type of IT function(s), whereas the remaining 53% 

responded that they did not. In conclusion, the majority of the sample did not engage in ITO. 

For the remainder of the empirical and analysis section, the respondents that we refer to will 

be the 18 that did in fact, engage in ITO.  

In an outsourcing study conducted by the consulting firm Deloitte, a sample of 111 companies 

were asked questions regarding outsourcing. This study did however not specifically cover IT, 

instead, it covered outsourcing as a whole. Findings from this study indicated that 60% of 

those companies outsourced some kind of business function. More specifically, 76% of the 
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companies that outsourced, were found to outsource IT specifically (Deloitte, 2012, p. 4).  

Based on this, it can be deducted that roughly 50 of the 111 companies within the Deloitte 

study did specifically outsource IT. This shows that 45% of the companies within the  Deloitte 

study outsourced IT. Similarly, the results within the primary findings also yielded a similar 

result; which was that 47% of the responding companies, did outsource IT.  

 

Figure 4 Types of IT outsourced 

The purpose of this section is to gain an understanding of which IT functions were the most 

frequently outsourced within the sample. It should be noted that it is not uncommon for 

companies to outsource multiple IT functions at the same time, which is why the respondents 

could select more than one option within this question in order to provide more accurate 

results, thus resulting in a total of 48 responses for this question.  

A secondary purpose of this section is to investigate, on average, how many IT functions a 

single company outsources at the same time. Based on the the data within this figure, an 

average of 2.66 was calculated, based on the 48 responses from 18 companies. This translates 

into roughly three IT functions outsourced simultaneously per company. 

Network services were found to be the single most outsourced function, where 78% of the 

respondents replied that they outsourced network services (see Figure 4). The second most 

frequently outsourced IT function was found to be website hosting, which was outsourced by 

61% of the companies. IT infrastructure was the third most outsourced IT function, 

represented by 39% of the companies in the sample. The remaining functions that were 

outsourced were support/help desk functions (28%), computer management (22%), data 

center (17%), IT security services (17%) and lastly, enterprise resource planning systems (1%). 

No company within the sample outsourced customer relationship management systems or 
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business process reengineering systems. 

4.1 BENEFITS 

The second question asked in the survey, was to find out the main motivation for companies 

within the sample to outsource IT and compare it to other motivating factors for engaging in 

ITO. In other words, it was done to compare the various benefits with each other, in order to 

fulfill part of the purpose for this thesis, which was to gain an understanding of why 

companies outsource IT. 

 

Figure 5 The main reason(s) for companies to outsource IT 

Out of the 38 respondents, of which 18 outsourced IT, 50% of the companies responded that 

their main motivation for outsourcing an IT function was to gain access to external vendor 

expertise. The second most prevalent response was that 28% of the companies outsourced in 

order to focus on the core capabilities within the own company. Furthermore, 17% of the 

companies replied that the main reason for outsourcing was to reduce IT-related expenses. 

Only one company stated that the main motivation for outsourcing IT was to increase IT 

efficiency, whereas no company responded that the main motivating factor was for increased 

security related benefits.  

The fact that only 17% of the companies that outsourced within the sample were motivated by 

cost reductions as a factor is not really surprising given the fact that cost reductions as a chief 

motivator was mainly applicable during the “the bandwagon era” which lasted until the early 

2000s (see Section 1.1). Whereas since the early 2000s, cost reductions has been a 

diminishing motivator, especially in comparison with gaining access to IT expertise. This is in 

line with our survey results, which specifies that, according to 50% of 18 respondents;  having 

access to expertise and skills is far larger of a motivator when deciding whether or not to 

outsource IT.  

In contrast, additional findings from the Deloitte study indicate that cost benefits and 

enhancing own core competences (referred to as “gain competitive advantage” in the study) 

are benefits that a large portion of outsourcing companies seek to reap, 87% and 49% 

respectively. The companies that were asked within the Deloitte survey put an emphasis on 
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the importance of those two outsourcing objectives (Deloitte, 2012, p. 14). It should be noted 

that the importance put on these two objectives may only apply to outsourcing of business 

processes in general, and not specifically to the outsourcing of IT. 

The graphs presented below are all results of questions related to improvements in different 

business areas as a result of the outsourcing. With regards to each individual question, the 

respondents were asked if they had experienced any improvements within any of the these 

following areas (see Appendix 1). 

Has your company experienced improvements in any of the following areas as a 

result of outsourcing IT? 

 

Figure 6 Higher level of know-how within IT, due to vendor’s expertise  

Out of the 18 respondents who confirmed that they outsourced an IT function within this 

survey, 44% of the companies stated that they experienced a medium improvement of the 

expertise and know-how within IT as a result of the outsourcing (see Figure 6). In addition, 

39% companies replied that they experienced a large improvement. One company mentioned 

experiencing a small improvement within these areas, whereas two companies stated that 

they experienced no improvement at all. Based on the rather high levels of perceived 

improvement within this area, there is a correlation between the results of the previous 

question (see Figure 5) and the improvements that a company experiences when associating 

with the expertise of vendors.  

ITO was specifically investigated in another study conducted by KPMG, which indicates 

certain factors that motivate companies to continue outsourcing IT. This research consists of 

statistics based on 230 companies within the UK that are involved in ITO (KPMG 

International, 2012, p. 1). Access to expertise and skills were chosen by 51% of the 

respondents within this study as the second motivating factor for increasing the outsourcing 

efforts (KPMG International, 2012, p. 11). This is further supported by section 2.4.1.4 in the 

theoretical framework which specifies that gaining access to expertise and skills can act as a 

significant inducement for engaging in ITO.  
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Figure 7 Cost reductions within IT 

Regarding the improvement within cost reductions as a result of outsourcing, 39% of the 

respondents answered that they experienced a medium improvement within this area, 

whereas 28% replied that they experienced a large improvement in terms of cost reductions 

(see Figure 7). Another 28% replied that they only experienced a small improvement in cost 

reductions, whereas one company did not experience any cost reductions at all. 

Although cost reductions were not deemed to be the main motivation for conducting ITO, it 

can still be seen that the companies within this sample who outsourced IT were able to enjoy 

cost benefits as a result of outsourcing. 

To summarise, companies within this sample outsourced mainly in order to gain access to 

external expertise and skills (see Figure 5), but most of them were also experiencing cost 

reductions throughout the duration of the ITO agreement as an additional benefit of 

outsourcing. 

In addition, cost savings were mentioned by 70% of the respondents within the KPMG study 

as a large motivating factor for continuing to outsource IT. It should be noted that the study 

conducted by KPMG investigated why the companies continued to outsource IT, and not the 

reasons for doing it initially. It is therefore reasonable to assume that the aim of reducing 

costs within IT is a continual process, where the goal is to improve the company's return on 

investment over time (see Section 2.4.1.1). This study does however further indicate that cost 

reductions as a motivator for outsourcing IT are decreasing in favor of other motivators such 

as access to expertise and skills. 
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Figure 8 Increased core competencies 

Within the question regarding core competence improvements, 44% of the companies in the 

sample, experienced a medium improvement in their retained core competence functions 

upon outsourcing their (non-core) IT function (see Figure 8). Companies who answered that 

the gains were at best, small, corresponded to 33%. Finally, 22% mentioned that they 

experienced a large improvement within their original core competencies. Thereby validating 

that exporting non-core essential activities will further a company’s main competencies as a 

result (see Section 2.4.1.3). It should be noted that no company within the sample responded 

that they experienced no improvement at all, nor did any company experience an 

improvement that could be considered as very large. 

Core competencies, albeit not the strongest benefit that companies within the sample seek to 

reap; it is still one of the stronger factors. This is more or less in line with figure 5’s  

percentage allocation of 26% regarding core competency enhancement upon engaging in 

ITO.  

 

Figure 9 Faster and more responsive IT systems and services 

In terms of IT efficiency enhancement as a benefit, 44% of the companies within the sample 

stated that the IT efficiency increased by an amount that can be considered as medium (see 

Figure 9). Furthermore, five companies responded that their IT efficiency only increased by a 

small amount. However, the same number of companies within the sample also felt that the 

IT department experienced a large improvement with regards to IT-efficiency enhancement 

as a result of outsourcing. All of the companies within the sample did experience an increase 

of IT efficiency. 
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It is logical that the companies experienced comparatively high improvement in terms of IT-

efficiency as a result of outsourcing, since the majority of them also experienced a higher 

level of know-how and expertise, which may further increase the IT efficiency as a result (see 

Section 2.4.1.2). 

 

Figure 10 Better security software and experience in dealing with online security threats 

The majority of the respondents, 56% responded that in terms of security benefits, they 

experienced a medium improvement (see Figure 10). Five of the companies replied that they 

experienced a small improvement with regards to security. Only three of the companies 

answered that they experienced no additional security benefits at all from outsourcing. 

The fact that only three of the companies within the sample did not experience any security 

benefits at all indicates that companies outsourcing their IT function(s) are very likely to 

benefit from the ITO from a security perspective. Ironically, as companies stand to benefit by 

gaining superior security from experienced vendors they are also exposed to numerous 

threats upon initiating the ITO process (see Section 2.4.1.5). However, security benefits were 

not identified as a primary motivator for outsourcing IT initially (see Figure 5). 

4.1.1 COMPARING THE MEAN OF PERCEIVED IMPROVEMENT AMONG THE 

BENEFITS 

The purpose of this section is to compare the benefits and improvements that the companies 

experienced within the specific areas, such as cost reductions and core competency 

enhancement. A figure demonstrating the mean value of each answer has  been presented 

below. 
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Figure 11 Mean comparison of perceived improvement within benefits 

In order to measure and compare the perceived improvements, the weighted mean was 

calculated for each question area (see Figure 11). Each question, was developed based on a 

specific concept (see Figure 2 and Table 1), and was formulated by asking the respondents 

which level of improvement within these areas they experienced as a result of outsourcing. It 

was specifically formulated by asking if they experienced an improvement corresponding to 

“None”, “Small”, “Medium”, “Large” or “Very large” within a specific area which in turn, 

corresponds to a benefit in figure 2; A Model of IT Outsourcing Benefits and Challenges. 

These alternatives each correspond to a number ranging from 1 to 5: “None” represents 1, 

“Small” represents 2, “Medium” represents 3, “Large” represents 4 and “Very large” 

represents 5. By calculating the mean response for each question, it is possible to illustrate 

and compare the perceived level of improvement within each benefit. 

The question statement “Higher level of know-how within IT, due to vendor’s expertise”, has 

a mean of 3.11, and a mode of 3. This was the highest mean which was retrieved from the 

sample regarding the benefits, which corresponds to the primary motivator as to why 

companies outsource (see Figure 5). The fact that this was the highest mean value across all 

the benefits suggests that this was the area in which the respondents experienced the largest 

overall improvement as a result of ITO, thus making it apparent that the increased access to 

know-how and expertise is the most significant benefit based on this sample. 

The second highest mean value was found within the question statement “Faster and more 

responsive IT systems and services”. This result had both a mean and a mode of 3, which 
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corresponds to a medium level of improvement within this area. Thus illustrating that IT 

efficiency is the second most significant benefit encountered within the sample.  

Both "Cost reductions within IT" and "Increased core competencies within the own company" 

have a mean value of 2.88 as well as a mode of 3, corresponding to an improvement level of 

“medium”. Collectively, these were two areas that experienced the third highest level of 

improvement after engaging in ITO, according to the respondents. 

The least significant benefit from ITO identified based on the mean and mode measures were 

the potential security benefits, where the respondents gave a mean of 2.38 and a mode of 3. A 

reason for this, may involve how the outsourcer feels towards the vendor’s different offers; 

that is, according to our sample responses, the vendor provides the most utility in terms of 

offering its expertise and skills. According to this sample, outsourcers are not looking for 

security benefits as much as they are looking for access to expertise and skills (see Figure 5). 

To summarise, the weighted mean responses varied between 2.38 to 3.11, this corresponds to 

the overall improvement scale as somewhere between “Small” to “Medium”, as a result of 

having engaged in ITO. Accompanying all mean responses, are the mode measurements, 

which represent the most frequent answer within each question. Every mode measurement 

within the responses regarding the benefits has the value of 3. 

4.2 CHALLENGES 

Has your company experienced any issues in the following areas as a result of 

outsourcing IT? 

 

Figure 12 Technical misunderstandings with the outsourcing partner 

With regards to technical misunderstandings close to half of the respondents evaluated it as 

having minor issues after outsourcing; corresponding to 44% (see Figure 12). Other 

respondents signified that their experience was that technical misunderstandings was slightly 

more problematic, as it was perceived as moderate by 33% of the respondents. Furthermore, 

the remaining 22% of 18 respondents mentioned that they had experienced no technical 

misunderstandings at all.  

Based on this, it is shown that all companies within this sample except four had encountered 
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issues related to the risk of having to endure a lack of technical compatibility with the 

outsourcing partner. However, no respondent stated that they had significant or major issues 

with their vendor in this regard.  

If the perceived issues within the survey results regarding the technical compatibility with the 

vendor would have been perceived to be more severe, the results retrieved from investigating 

the perceived improvements in terms of access to expertise and skills may in turn, not have 

indicated such a substantial improvement. Since the more technical issues a company 

experiences with its vendor, the less a company would be able to utilise its expertise (see 

Section 2.4.2.1). 

 

Figure 13 Changes to the outsourcing agreement  

When asked about the issue of having to make changes to the outsourcing agreement, 44% of 

the respondents answered that they  encountered no issues whatsoever (see Figure 13). The 

majority of the companies did encounter issues related to changes in the contract, where 33% 

considered them to be of a “Minor” nature. The remaining 4 companies answered that the 

issues were considered to be “Moderate”. 

As 55% (33% answering minor issues, 22% answering moderate) of the companies did have 

to undertake some changes to the outsourcing agreement, it shows that within this sample, 

the challenge of maintaining contract flexibility is apparent when engaging in ITO. Thus 

demonstrating that there is a need for anticipating changes within the contract in an industry 

as dynamic and uncertain as that of IT (see Section 2.4.2.2). 
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Figure 14 Cultural issues related to language differences 

When defining cultural issues on the basis of language, the largest amount of respondents 

stated that they had not encountered any issues on the basis of language, this corresponded 

to 44% of replying companies (see Figure 14). Not so far behind, was the level of companies 

that encountered minor language issues with their vendor, six companies stated that this was 

the case. In turn, 22% or four companies replied that they experienced moderate issues when 

language was involved. Another interesting finding is that no company within the sample felt 

they experienced anything above a moderate issue regarding language differences. 

Less than half the respondents stated that they had a problem regarding language differences 

towards the vendor, meaning that most of the companies that undertook ITO as a venture did 

in fact, encounter a lack of cultural compatibility in terms of language differences.  

 

Figure 15 Cultural issues related to nationality differences 

Half of the 18 respondents within sample who outsourced their IT functions, stated that they 

had experienced no vendor related issues on a basis of differing nationalities (see Figure 15). 

Whereas minor and moderate issues were encountered by 28% and 22% of the respondents, 

respectively. Just as with language barriers providing cultural difference, none of the 

respondents within the sample mentioned having a significant or major problem.  

Equal halves of the respondents mentioned having experienced issues with their vendor on a 

basis of nationality. Indicating that half of the outsourcing companies within this sample 

encountered a lack of cultural compatibility in terms of nationality differences. 
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Figure 16 Cultural issues related to differences in values and norms 

When categorising culture on the basis of values and norms equally, half of respondents 

responded to having no issues, whereas the other half stated they only experienced minor 

issues in this regard (see Figure 16). This corresponded to 50% for both groups of 

respondents. Once again, not a single company marked having experienced significant or 

major issues within this area. 

Although half of the respondents experienced an issue regarding value and norm 

compatibility with their outsourcing partner, these issues were only considered to be minor 

in nature. 

In general, the responses within the primary data suggests that the occurrence of cultural 

issues was low. This could be a result of the companies within the sample outsourcing within 

the own country rather than offshore. However, results from the secondary data indicate that 

companies outsourced IT offshore in more than 50% of the cases (Deloitte, 2012, p. 9). It is 

reasonable to assume that in these cases, the cultural issues become of a much greater 

importance due to the potential profitability losses that were explained within the theoretical 

framework (see Section 2.4.2.3). 

 

Figure 17 Unexpected costs 

According to the responses, minor additional costs were frequently experienced by 50% of 

respondents, who outsourced their IT (see Figure 17). Five respondents encountered no 

unexpected costs whatsoever throughout the duration of the ITO contract. Three companies 

along with a single company encountered moderate and even significant issues, respectively. 
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Based on the replies of companies, it indicates that the higher the unexpected cost, the less 

frequent it is. 

Even though the majority of unexpected costs encountered within the sample were 

comparatively minor in nature, more than two thirds of the respondents encountered an 

unexpected cost throughout the duration of the contract. The remaining 28% consists of the 

responses that had no cost related issues at all with outsourcing IT. 

The hidden costs could be considered as the result of not assessing other risks. Issues such as 

cultural, technical as well as other contract or vendor related issues can result in the 

appearance of hidden costs if these risks are not properly assessed (see Section 2.4.2.4).  

 

Figure 18 Sensitive data exposure 

The majority of respondents, represented by 67% had no issues regarding sensitive data 

exposure, as a result of outsourcing their IT function (see Figure 18). However, minor data 

breaches were encountered by six different companies as a result of outsourcing IT. No 

company within this sample mentioned encountering anything more severe than minor 

issues.  

According to the responses, sensitive data exposure is the least common occurrence 

regarding ITO challenges, as more than two thirds experienced no issue whatsoever within 

this area. Of the 18 companies that mentioned that they outsourced, just under a third were 

subjected to information breaches. The comparatively low number of respondents who 

mentioned encountering security issues, supports the statement that vendors’ expertise 

contributes towards handling and minimising security threats which are encountered upon 

outsourcing IT (see Section 2.4.2.5).  

4.2.1 COMPARING THE MEAN OF PERCEIVED SEVERITY AMONG THE 

CHALLENGES 

The purpose of this section, which is similar to section 4.1.1 is to compare the challenges and 

the perceived severity of the issues that the companies experienced within the specific areas, 

such as technical misunderstandings and cultural issues. A figure demonstrating the mean 

value of each answer related to the challenges has been presented below (see Figure 19). 
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Figure 19 Mean comparison of perceived severity within challenges 

In order to measure and compare the perceived  severity, the weighted mean was extracted 

and presented for each specific question statement regarding challenges (see Figure 19). Each 

question was developed based on a specific concept (see Figure 2 and Table 1), and was 

formulated by asking the respondents which different levels of severity that were 

encountered throughout the duration of the outsourcing agreement. It was specifically 

designed by inquiring as to the level of severity, ranging in a scale from “None”, “Minor”, 

“Moderate”, “Significant” or “Major”.  Each specific question statement was linked and 

corresponded to a single challenge from Figure 2; Model of IT Outsourcing Benefits and 

Challenges. In order to investigate the issue related to a poor cultural fit, this specific 

challenge was broken down into three different aspects of culture; norms and values, 

language differences and nationality differences. The respondent could answer each 

individual question by selecting an option from 1 to 5: “None” represents 1, “Minor” 

represents 2, “Moderate” represents 3, “Significant” represents 4 and “Major” represents 5. 

By organising the survey results by the weighted mean values, it is possible to illustrate and 

compare the perceived level of severity for each potential issue. 

The highest mean value identified within the challenges is 2.11, which is represented by 

“Technical misunderstandings with your outsourcing partner”. The mode value of this 

specific area is 2, which corresponds to a severity level that is considered to be “Minor”.  This 

is the area in which the respondents perceived the issues to be the most severe. It was also 

found to be the most frequently encountered overall issue, according to the respondents 

within this sample. Based on this sample, it is evident that technical misunderstandings 

between the client and the vendor as a whole tend to have the most severe impact with 

respondents upon engaging in ITO, and that also, more than two thirds of all users 

encountered issues in this area.  

The “Unexpected costs” factor is identified with the mean value of 2 and mode of 2, which 

corresponds to a “Minor” level of issues being encountered in this area. This means that even 
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if it is not the most severe issue encountered, unexpected costs are the second most 

frequently encountered ITO problem, which still poses a common threat, due to the fact that 

more than two thirds of users who outsourced, stated that they experienced issues in this 

area.  

The mean value identified within “Changes to the outsourcing agreement” was 1.77, whereas 

the mode was 1. The respondents did in fact encounter issues of either a “Minor” nature, or of 

a “Moderate” nature, the most severe issues were found to be only that of the latter.  

The question statements regarding cultural issues; more specifically norms and values, 

languages and nationality all correspond to the concept of cultural issues within the 

theoretical framework. The mean range for all three include 1.5, 1.77, and 1.72, respectively. 

The modes accompanying the aforementioned means are 1 for both language and nationality 

related issues. As for norms and values, the results gathered were actually indicative of a 

bimodal result which was 1 and 2. Thus concluding that on a basis of cultural issues in 

general, whether it be language, nationality or societally related issues, no company within 

the sample who outsourced IT stated that they had experienced “Significant” or “Major” 

cultural issues with their vendor. A reasonable assumption is that that this may be a result of 

the companies in the sample outsourcing domestically rather than offshore, which means 

that the cultural differences are not as apparent in case of the former. 

The least severe issue which was sensitive data exposure within the sample, had a mean of 

1.38 and a mode of 1. Though the issue was not "none", simply based on the fact that the 

mean is 1.38, it still stands to reason that enduring sensitive data exposure as a result of 

outsourcing, is by quite a large margin, the least severe issue based on this sample. 

Fortunately, the majority of respondents in this sample did not encounter this issue at all.  

All outsourcing issues can be categorised to either contract or vendor related issues. An 

interesting conclusion with all of the challenges that companies within this sample have 

endured is the fact that no company has mentioned having significant or major ITO issues, 

except one, which reported experiencing significant unexpected costs. 
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4.3 PERCEIVED OUTCOME OF ITO 

 

Figure 20 Overall result of the IT outsourcing 

Of the 18 respondents that outsourced IT, 72% of them perceived the overall result of the 

outsourcing to be positive whereas the remaining 28% replied that the result was neither 

positive nor negative. No company considered the result to be negative (See Figure 20). 

Another interesting finding is that the majority of the respondents participating in Deloitte's 

survey were satisfied or extremely satisfied with the outsourcing, of the remaining 24%, 16% 

had no opinion and 8% were dissatisfied with the outsourcing (Deloitte, 2012, p. 15). Out of 

the 24% who were less than satisfied with the outsourcing, the reasons for the dissatisfactions 

were: 

 

Table 3 Reasons for outsourcing dissatisfaction identified by Deloitte 

Reason for dissatisfaction: Vendor related issues Contract related issue 

Vendor underestimated 

scope/effort 
X   

Lack of service level attainment X X  

Sub-par vendor performance X  

Lack of timely 

project/service request execution 

X  X  

Sub-par vendor resources X  

Lack of business case attainment X X 

Attrition of key resources X   

Lack of vendor innovation X  

  

 

Based on these findings, it can be seen that the main source of dissatisfaction with 

outsourcing largely stems from exclusively vendor related issues. Other vendor related issues 

may also include contractual issues simultaneously.  As illustrated within this table, all of the 

factors causing dissatisfaction were related to issues with the vendor. This is in accordance 
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with what was previously established within the theoretical framework (see Section 2.4.2), 

which stipulates that all issues resulting from an ITO engagement are either categorically 

speaking, contract or vendor related.  

 

5 CONCLUSION 

 

The strategic outsourcing of IT is a venture that most companies should consider, as it can 

provide them with opportunities to gain various competitive advantages. Due to the lack of 

knowledge within the complex world of IT, one of the main reasons for outsourcing IT 

identified within this thesis, was to gain access to expertise and skills (see Figures 4 and 10). 

This was further supported by the additional findings in the study conducted by KPMG. 

 

Each of the benefits and challenges were presented using a weighted mean measurement, 

they were then further computed into averages of 2.85 and 1.74, for the benefits and 

challenges respectively.  

The reason for the average mean of the benefits (2.85) to be higher than the average mean of 

the challenges (1.74) within the primary data could simply be a result of the relatively small 

sample size. However, it could also be a result of the responding companies perceiving the 

benefits of outsourcing to outweigh the risks related to the challenges. This is further 

supported by the result shown in Figure 20, where 72% of the companies considered the IT 

outcome to be positive, the remaining 28% answered that the ITO result was neither positive 

nor negative. The Deloitte study which was used as secondary data also had similar results, 

where 76% of the respondents were satisfied with the outsourcing outcome, 16% were neutral 

and 8% were dissatisfied. It should also be noted that the level of satisfaction within the 

outsourcing effort can be anticipated to some degree by observing the client’s initial motives 

for outsourcing. For example, if by outsourcing, the client company intends to reduce costs, if 

they, despite this, encounter unexpected costs, the perceived quality of the ITO outcome will 

be lower. 

The overall result of the analysis shows that respondents evaluated “know-how” somewhat 

higher than other beneficial factors. This fact can be interpreted as most of the companies 

investigated within the primary data put more importance on the knowledge and competence 

aspects of outsourcing. To the contrary, security benefits were not considered as important as 

other factors by the respondents when asked about the reason as to why they initially 

outsourced. Whereas, other factors such as access to expertise and skills, cost reductions, IT 

efficiency enhancement, and core competency enhancement all indicate higher amounts of 

importance. It should be noted that the motivations for outsourcing identified above may 

only apply to the outsourcing of IT, and might not be the main motivations for companies to 

outsource business functions other than IT. 

 

The findings within this thesis indicate that the importance of cost reductions are decreasing 

while the importance of other factors such as access to expertise and skills and other business 

performance enhancing activities are increasing.  

In this study, all of the benefits and challenges were encountered by the participating 
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companies, in one way or another and to varying degrees of improvement within the benefits 

or severity in terms of the challenges. 

6 FUTURE RESEARCH 

The benefits and challenges of ITO from a business perspective provides a brief, yet solid 

idea for various potential gains and drawbacks a company could experience upon engaging in 

ITO. A more comprehensive empirical study would be able to provide a further in depth 

analysis of this phenomenon. Further studies of this specific phenomenon could help 

elaborate on the following: 

● Cloud computing as an evolutionary step of ITO could be investigated, as it is 

frequently mentioned in combination with ITO. 

● A similar study that investigates the phenomenon throughout a larger sample 

containing more companies where the results can be generalised.  

● An in depth analysis of the interaction between the individual benefits and challenges, 

and how these factors might influence each other within the same outsourcing 

organisation. For instance, assuming that a company encounters less issues with ITO, 

how would that positively affect the ITO outcome?  

 

7 MANAGERIAL IMPLICATIONS 

Most of the factors causing dissatisfaction within ITO are related to problems with the 

vendor, it is therefore important for managers to monitor and nurture the relationship 

between the client company and the vendor, as it is largely the determinant of the ITO 

outcome. 

It is important to understand that as ITO is growing, it is becoming more oriented towards 

acquiring expertise and skills or other factors that can lead to competitive advantages, rather 

than simply cost benefits. 

Managers need to be aware that that the occurrence of unexpected costs as a result of 

outsourcing may be much more frequent than intended. Unexpected costs can indeed occur 

as a result of poor contract or vendor management, thus there may be reason to view them as 

an indicator that a company is poorly assessing the challenges associated with ITO. 
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APPENDIX 1 QUESTIONNAIRE SENT TO COMPANIES 

1) Does your company outsource any IT function? 
 
 Yes O 
 No O 
 
2) What is the main reason for your company to outsource IT? 
 
Select one: 
 
a) Vendor possessing a higher level of know-how within IT    O 
b) Cost reductions within IT       O 
c) To focus on enhancing core competencies     O 
d) Vendor providing faster and more responsive IT systems and services  O 
e) Vendor providing maintenance of security software and a higher level  O 
of experience when dealing with online security threats 
 
3) Has your company experienced improvements in any of the following areas as a  result   of outsourcing IT? 
 
a) Higher level of know-how within IT, due to vendor’s expertise  None      Small Medium     Large    Very large 
 
b) Cost reductions within IT      None      Small Medium     Large    Very large 

  
c) Increased core competencies within the own company                  None      Small Medium     Large    Very large 
      
d) Faster and more responsive IT systems and services   None      Small Medium     Large    Very large 
 
e) Better security software and experience in dealing with security threats None      Small Medium     Large    Very large 
 

 

 
4) Has your company experienced any issues in the following areas as a result of outsourcing IT? 
 
a) Technical misunderstandings with your outsourcing partner  None Minor Moderate     Significant     Major 
 
b) Changes to the outsourcing agreement    None Minor Moderate     Significant     Major 
 
c) Cultural issues related to language differences   None Minor Moderate     Significant     Major 
 
d) Cultural issues related to nationality differences   None Minor Moderate     Significant     Major 
 
e) Cultural issues related to differences in values and norms  None Minor Moderate     Significant     Major 

 
f) Unexpected costs      None Minor Moderate     Significant     Major 
 
g) Sensitive data exposure by unauthorised third parties   None Minor Moderate     Significant     Major 

   
5) What type(s) of IT does your company outsource? 
 
Enterprise Resource Planning systems (ERP)……………………. O 
 
Website hosting………………………………………………………. O 
 
IT infrastructure………………………………………………………. O 
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Customer Relationship Management systems (CRM)……………. O 
 
Business Process Reengineering (BPR)………….……………….. O 
 
IT security services………….………….………….………….……… O 
 
Network services………….………….………….………….………… O 
 
Data center………….………….………….………….………….…… O 
 
Computer management………….………….………….………….… O 
 
Support/help desk function………….………….………….…………. O 
 
Other (please specify):                                                                                                  

 
6) Would you consider the overall result of the IT outsourcing to be: 
 

 
Positive  O 
 
Negative  O 
 
Neither  O 
 

 
Additional comments: 
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