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Abstract

Outsourcing has become common in today’s workingrenment. The software outsourcing
plays a vital role in automation of the public seeg around the world. The area of this
research is under-studied and published literatta® not found in Sri Lanka. Public sector
outsourcing projects are time consuming activitlee to various reasons. Therefore the
government officers have a very negative attitude automation among the public
organizations such as ministries, departmentyjtstgtboards, authorities, commissions and
public companies. Outsourcing organizations needimplement changes cautiously and
evaluate their in-house capabilities. They alsodng&e fully understand and apply the
software outsourcing investment evaluation and tsne=alization processes. In order to
reach the degree of improvements, the Best Practicelld be identified by this research.
All these are to be done before and during the etethnology selection assessment and
contract negotiation process. The data was cotleftem the survey of fourteen (14)
organizations based on thirty (30) projects and bhwodred and twelve (212) system users
from the public sector organizations. The usersewecluded from the all the categories of
the organizations such as top, middle and juniaff stembers. The status of those projects
include success, failure, partial failure and irveleping stage. While doing the research
several key issues were identified in outsourcipglieation software life cycle and those
were discussed in the research too. The reseaxidbatified success, failure factors and
software outsourcing success from the literatumyesuto design a conceptual model and
introduced the Best Practices for the Sri Lankamexd. The model was tested by identifying
the relationship between success and preventidailafe factors with outsourcing success.
This study will help the management and the InfdromaTechnology staff to identify the
failure factors and take the necessary precautisitgy Best Practices. Hence, this study is
timely and relevant for the public sector organ@at in Sri Lanka as they are working

towards the e-Government.

Key words: Outsourcing, e-Government, Best Prastitgormation Technology
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CHAPTER 1
INTRODUCTION

1.1 Background

“Outsourcing” is defined in many ways by the reshars. In recent years outsourcing has
become an area of management focus. This will rasubdownsizing the organization,

changing the mindset and developing virtual offid&gerett and Dixon, 2006). In the 1990s
Information Systems (IS) outsourcing started toolbee very popular. In that era the very
first Information Technology (IT) outsourcing agmeent was signed between Eastman
Kodak in the United States and service providessfiBM Businessland (Suhaimi, Hussin

and Mustaffa, 2007). The recent research indidatelT outsourcing market in the world has
increased very rapidly (Gonzalez, Gasco and LIdj0€5; Gonzalez, Gasco, Llopis, 2010).
It was also noted by the researchers that IT hasrbe the most active in part of the
“outsourcing revolution” (Kakabadse and Kakabad2e01). When outsourcing IS/IT,

software outsourcing is also included within thratfiework.

This study mainly focuses on “public sector orgatian’s software outsourcing” projects

that have not been considered separately by maseotsearches. In addition, the difference
here is the study based on the public sector ozghons. Elpez and Fink (2006) have
concluded in their research that IS outsourcinthépublic sector has been totally neglected

and only researches of private sector were verylpo@mong the researches.

When the organizations are not developing in-hossitware, they tend to purchase or
outsource from another party. Outsourcing softwapplication could offer important

business or service benefits over in-house devedopiin many situations. Also outsourced
software applications could introduce issues fa pinoject and long term success of the
resulting solution (Atkinson, 2005). In the curreatvironment of right sizing the

organizations have to focus on their key businessadl the core activities could not mange
internally. Software outsourcing has made a sigaift difference in public and private

sector organizations (Sullivan and Ngwenyama, 2005)



The public sector outsourcing is being popular e governments that follow the e-
Government concept. Therefore the researcher hadymaviewed on e-Government based
researches in developing countries which could bmpared with Sri Lankan context.

According to Malaysian e-Government projects, tieye stated that the e-Government
provides many opportunities for the states andzems, but they also provide many
challenges. The biggest challenge was that theégatyanizations have to deliver electronic
services to citizens to deal with their servicevders. Most of the risks are involved when
dealing with service providers. Once these rigiesmior identified it could be mitigated

easily. However, researches on Risk Management@owernment outsourcing projects

have not been given enough attention (Rainford4200

In order to carryout the “Regaining Sri Lanka”, tp@vernment of Sri Lanka has given the
highest priority for Information and Communicatidechnology (ICT). In November 2002,
“e-Sri Lanka: An ICT Development Roadmap” was iduwoed. To activate the e-Sri Lanka
vision in July 2003 Information and Communicatiomchnology Agency (ICTA) was
formed. Most of the government offices have Chigidvation Officers (ClOs) who are
responsible for their ICT related work. Also thevgmment has introduced an e-Government
policy for the country. The main objectives of I@dlicy in Sri Lanka are:

» Improved efficiency and effectiveness of governnaghanizations in Sri Lanka,

» Easy and accessibility of government informatiod aervices for citizens, and other

government organizations,
= Promote good governance,
= Develop ICT competence among government employees,

= Manage ICT resources in sustainable mani@imA, 2010).

As the government of Sri Lanka has introduced H@&oeernment solutions ICTA has taken
care of the major software projects under their sattancy. However, most of the

government offices are not coming under the majojepts and they also have to help the e-
Government. These institutions follow the standsedder procedure in the government

sector.



The application of IT in government sector orgatiwes is much more complicated and
widely-ranging than the private sector. Those aagnhy due to rules and regulations which
are totally different to the private sector and asionally these changes are due to the

government which ruled by that period.

According to Smutset al (2009), there is evidence to suggest that orgdoim are not
achieving the desired benefits from IS outsourciftgs was illustrated in the United States,
United Kingdom and Australia using data from sen®managers who were asked to rate
their overall success with Information Systems outsing on a seven-point scale. They
established that 50% of the 192 respondents ratddverall satisfaction as 5 or above out
of 7, while 29% indicated that their organizatiomsre dissatisfied with their IS outsourcing
arrangements with a score of 3 or below. A suna@ydacted by PA Consulting Group (PA
Consulting Group as quoted by Mclvor, 2000) fouhdttonly 5% of the organizations

surveyed achieved high levels of benefits fromu&ourcing (Smutst al, 2009).

Also the trend in public offices in Sri Lanka isdatsource the application software from the
private sector and there were some similar typedehtified problems according to the
literature in the other countries such as Spainstrlia, Iran and Malaysia. When they
started software outsourcing in the public sedieytalso faced the same problems like in Sri

Lanka.

Considering all the above situations this reseantihbe presenting “Best Practices” for the
software outsourcing purpose. According to Jayakadg Sanjeewani (2004) “best” was
known as the highest in the studies and it canadtbktter”. Also they have stated that the

“Best Practices” means “High-performance practigesin organization.

Since there was insufficient literature for softevasutsourcing in Sri Lanka this research
tried to compare similar studies, in order to idgnsuccess and failure factors which
influence software outsourcing. The research maaa presented followed by the research
method. Next, the results of data analysis arerdest and discussed before conclusions

were drawn.

The survey was based on all the public sector azgdons that are using outsourced

software systems including completed, developing #esting stage. The background
3



information of the outsourced systems was takem fitte Head of IT and there was another
guestionnaire for the key users of the systems. é¥ewthe main target category was the
system users within those organizations as the fmawdifferent view of the automated

system. Their response was satisfied to carryasirésearch.
1.2 Statement of the Problem

There are forty five (45) ministries in the Sri lkam government and under them there are
departments, statutory boards, authorities, coniomnissand government companies (GI€, 1

October 2010). Most of these institutions have sites and different types of software

packages

When reviewing the literature and conducting theipninary research it was found that best
practices for software outsourcing success was thotoughly studied in Sri Lanka
previously. Although the outsourcing is one of #ey topics in the e-Government, many
public sector organizations need advice and guelahlbus having a set of best practices, it
seems to be easier to present the state of progrebsssess the success of outsourcing
software in public sector organizations. The regdeajuestion guiding the study is as

follows:

What are the Best Practices for Software Outsourcig Success in the Public Sector

Organizations in Sri Lanka?

To study this research question, a questionnaire deaeloped according to the conceptual
model. The questionnaire was distributed to rangoselected application software users
including the heads of the Information Technologyhe public organizations who are using

the outsourced systems.



1.3 Objective of the study

The objective of this study is to find out softwargsourcing successes and failures in public
sector organizations from literature and basedhan to further identify relevant aspect for
public sector organizations in Sri Lanka. This wbble helpful to the public offices that

work for e-Government success in future in Sri Laank
Main Objective:

To find out the best practices on software outdagri the public sector organizations and
to develop a conceptual framework to improve succates in software outsourcing in Sri
Lanka.

Specific Objectives:

1. To find the Information Technology (IT) / Informati Systems (IS) outsourcing
items and reasons to outsource.

2. To find out factors that lead to successes andr&slin software outsourcing.

3. To analyze the relationships between success dndeféactors with best practices in
software outsourcing.

4. To introduce a framework with a set of recommermfetifor software outsourcing

success in Sri Lankan public sector organizations.



Table 1.1 - Summary of the Study

Objective Research Question Method/s Technique
Objective . | What are thdS/IT outsourcing User survey usin Descriptive
background in the public sector in| questionnaire. Frequency Analysis

Sri Lanka and reasons to outsourde?

Objective : | What leais to successes and failur | Literature review, Use | Summarizin
in software outsourcing? survey using

guestionnaire

Objective . | What is the relationship betwe Find out thestatistic: Pearson Correlatic

success / failure factors with Coefficient

software outsourcing success in Sri
Lankan public sector organizations?

Objective « | What is theframework for softwar | Results based on tl Final outcom
outsourcing success in public sectpdefined Hypothesis.

organizations in Sri Lanka?

1.4 Significance of the study

In recent years most of the Governments in the dvaré increasingly viewing Information
and Communication Technologies (ICTs) as a keyofafr accelerating and achieving
economic and social development in their countri€3. is seen as an important tool for
improving delivery of public services, making gowverent more transparent and accountable,
broadening public participation, facilitating theasing of information and knowledge among
the people, and integrating marginalized groupsdepdived regionsThere have been some
notable successes in e-Governance in the Asiaomregxample in Korea, Malaysia and
Singapore. The challenge facing many governmertaytoespecially those in developing
countries like Sri Lanka, is to avoid the temptatad introducing ICT for ICT’s sake. Instead
the focus must firmly be on the human aspect aad#eds of the citizens, and then deciding
how best, and in what context, to apply ICTs tobdmaeffective delivery of those needs
(Rainford, 2004).



1.5 Definition of Terms

Best Practices:
Management Practices and work processes that teaiid-class, superior performance.
Best Practices must be documented and distrib@kdr( and Perry, 2003).

e-Government:

e-Government involves the automation or computgdma of existing paper-based
procedures that will prompt new styles of leadgrsiiew ways of debating and deciding
strategies, new ways of transacting business, neyswof listening to citizens and

communities, and new ways of organizing and ddlneinformation (ICTA, 2010).

Information Technology (IT):
This is acquisition, processing, storage and digssion of vocal, pictorial, textual and
numerical information by a microelectronics-basedmbination of computing and

telecommunication (Chen and Perry, 2003).

Information Systems (IS):

Any combination of information technology and peoglactivities using that technology to
support operations, management, and decision-makikigown as Information Systems
(Chen and Perry, 2003).

In-house Sourcing/In-sourcing:
This meanspplying outsourcing’s discipline to internal sté@eaumont and Sohal, 2004).

Outsourcing:

Work that was formerly done inside the organizatisn performed by an external
organization or third party known as the vendocl@nt or outsourcer (Beaumont and Sohal,
2004).



Public Sector Organizations in Sri Lanka:

Public sector organizations also known as Govermnnoeganizations include Ministries,
Government Departments, Provincial Councils, DistHecretariats, Divisional Secretariats,
Local Authorities, Government Corporations, StatytBodies and Government Companies
(ICTA, 2010).

Software Outsourcing:

Software outsourcing has been categorized in theddior in three (3) ways. They are
offshore, nearshore and inshore. Offshore softwaresourcing is from a geographical
location by taking advantage from the telecommurooca Near-shore software outsourcing
is from neighboring countries. Onshore softwaresoutcing is from own country (Sahay,
Nicholson and Krishna, 2003).

1.6 Limitation of the study

» The study does not include all the public sect@anizations that have outsourced
their application software packages as the survewldvbe limited to only the

responded organizations.

= Some projects were pilot projects because the regsteere recently installed.

Therefore the overall outcome of the project condtibe discussed.

= The time period for data collection was limited ®months (1 October to 3% of
December). The three (3) months time is insufficiencollect data from the public
organizations in Sri Lanka as they were not supp®rtor this type of academic

researches.



1.7 Structure of the Research
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1.8 Chapter Summary

The background of the IS/IT outsourcing and sofemantsourcing was studied to respond
the research problem. The statement of the problasdescribed.

Main objective and the specific objectives wereadle described in order to find out the
solution. The specific objectives along with the theelology and techniques were
summarized in a table.

The significance of the study based on introduthegbest practices of software outsourcing
in public sector organizations in Sri Lanka wasctiéged here. Identified limitations to the
study were explained.

Definition of terms such as Best Practices, e-Gawvent, Information Technology,
Information Systems, In-house Sourcing/In-sourcinQutsourcing, Public Sector

organizations in Sri Lanka, Software Outsourcingeneoted.

Finally the summary of the overall research wassthated.
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CHAPTER 2
LITERATURE REVIEW

2.1 Introduction

A literature survey is defined as “The documentatad a comprehensive review of the
published and unpublished work from secondary ssuf data in the areas of specific

interest to the research” (Vaidya, Sajeev and Gdée, 2006).

The purpose of the literature review is to condaidbgical and methodical survey of the
literature pertaining to research on software awtsag in public sector and to identify the
findings of successes, failures, challenges, ritoirs and risk mitigation methods. Finally
the outcome of all this could be taken as besttjgex: for outsourcing software in public

sector organizations.

Number of researches was carried out recently fmrfration Systems (IS) and Information
Technology (IT) outsourcing related issues in depetl and developing countries.
According to those studies outsourcing IS/IT invatée sector is a more popular topic than in
public sector. However the levels of success oddharojects are not clear. Therefore IS/IT
outsourcing has become a major research topic drthen globe. This is because IS/IT is
useful to make effective and efficient managerietisions through technological support.
Since e-Governing is becoming very popular arodnedgiobe, necessity of the IS/IT based

systems is increasing daily (Hussihal, 2006).

It has to be noticed th# /IT outsourcing in the public sector is partemly under-studied

(Khalfan and Gough 2001). Therefore, there is \ithg literature that examines the actual
linkage between IS/IT outsourcing and the use @lwation methodologies as well as the
critical issues on evaluating and managing 1S/Isourcing contracts, in both the public and

private sectors (Pervan and McDermid, 2007).

12



2.2 What is Outsourcing?

Since there were many definitions for “Outsourcimggyen by the different researchers, the

following definitions were found by the author.

Procurement of products or services from sourcextisrnal to the organization. In service
organizations, this process usually involves thagfer of operational control to the suppliers

(Rajabzadeh, Rostamy and Hosseini, 2008).

“Outsource” is also known as “external source”islta management approach that allows
delegating to an external agent the operationgboresbility for processes or services
previously delivered by an activity. It can be defil as “the purchase of a good or a service”
(Franceschinet al, 2003).

The two main actors of outsourcing processes a&éahtsourcee” and the “outsourcer”. The
“customer”, outsources his/her requirements, wiile second, the enterprise, delivers

outsourced services (similar to the terms supplie/endor) (Franceschiet al, 2003).

Franceschinet d, (2003) have shown from their research that autsag process could be

categorized into stages as in figure 2.1.

INTERNATL
BENCHMARKING
ANALYSIS

EXTERNAL
BENCHMARKING
ANALYSIS
CONTRACT
NEGOTIATION

OUTSOURCING
MANAGEMENT

TIME

Analysis Negotiation Contract management

Figure 2.1 - Outsourcing Process

Source - Franceschinit al (2003)
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2.2.1 I1S/IT Outsourcing

IS/IT outsourcing definitions were as follows.
“Handling over the management of some or all ofoaganization’s IT, IS and related

services to a third party” (Gonzalez, Gasco angisla2010a).

“Subcontracting part or all of a company’s IS fuostto one or more external vendors”
(Suhaimi, Hussin and Mustaffa, 2007).

“The organizational arrangement instituted for obtey IT services and the management of

resources and activities required for producingehservices” (Hussiet al, 2006).

“Physical and/or human resources related to amargaon’s information technologies (IT)
are going to be provided and/or managed by anmedtepecialized supplier” (Gonzalez,
Gasco and Llopis, 2005).

“Acquisition of services and/or products, througiminuous interactions between parties to
the agreement; may it be temporary or designatddman agreed length of time” (Ismat
al, 2005).

“IT Outsourcing is as an act of delegating or tfarrng some or all of the IT related
decision making rights, business processes, inteangvities, and services to external
providers, who develop, manage, and administeretlaesvities in accordance with agreed

upon deliverables, performance standards and aitidbar and Balakrishnan, 2006).

IS outsourcing would be managed by an externaliaslmsd supplier. This would be
temporary or permanent. Also this would be a clgenthole IS functions or part of it. IS
outsourcing was started in 1963 when Ross Perohendompany Electronic Data Systems
(EDS) signed an agreement with Blue Cross for #ralhing of its data processing services (
Gonzalez, Gasco and Llopis, 2005a). However ISoamtsng became popular in the 1990s,
after the spread of the success achieved by Easkmdak with the outsourcing of its IS

(Gonzalez, Gasco and Llopis, 2005H). outsourcing is being practiced very widely and
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researches have proved that it is very populaoiregiment organizations too (Husghal
2006). IT outsourcing is the practice of transfegrithe execution, ownership and
responsibility of at least one phase of the Softwaevelopment Life Cycle and its related

resources such as people and assets to an exdeppdier (Bremmer, 2008).

2.2.2 Software Outsourcing

In globalized economy many organizations gain athga by reducing the cost, optimizing
efficiency and providing better customer servic@sitsourcing software development has

played a vital role to gain success worldw{deh, Ang and Straub, 2004).

Mainly software outsourcing could be defined aat@act and a set of mutual obligations
between a customer and a supplier @tal, 2003). Therefore, the mutual obligations could
be considered as the essence of an IT outsouroimgact. In this regard the supplier agrees
to make specific contributions to the customer @um for certain benefits from the
customer (Koh, Ang and Straub, 2004).

An organization’s IT outsourcing configuration iinces the quality of the relationship
between client and supplier was found by Albordd®m and Scheepers (2004). Considering
the model illustrated below in figure 2.2 it waowen that outsourcing configuration is
important for the successful development of a duallationship between parties. The
organizations were seeking to increase their opaat excellence and decrease the
operational cost of IT outsourcing, and ultimatéty improve the success of their IT
outsourcing arrangements. The aim of the aboveystuad to test empirically the extent to
which configuration affects the quality of the infmation technology outsourcing
relationship. It was stated that the quality relaships depend not only on good
communication and positive attitudes of managesparsible for making outsourcing work,

but also on developing and maintaining an apprégoatsourcing configuration.
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Figure 2.2 - Outsourcing Relationship Model
Source - Alborz, Seddon and Scheepers (2004)

2.2.3 e-Government and Outsourcing for e-Government

Different definitions were given by the followingsearchers and organizations for e-

Government.

“e-Government is considered as one of the most dalvool to spread digital dividend

across different social segments of any developoumtry” (Davidrajuh, 2004).

“The continuous optimization of service delivergnestituency participation and governance
by transforming internal and external relationshijpaigh technology, the internet and new
media” (Chen and Perry, 2003).
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The research model of figure 2.3 is shown thatpiliglic agencies need to take a long-term,
strategic approach to managing IT outsourcing gearents (Chen and Perry, 2002). Also it
was noted that to get better performance, the tiepts should be properly managed and
management of a good strategic partnership usinfprpgance measures and committing
sufficient resources is a key to success. Therefdren IT outsourcing it should be more
considered and managed rather than a traditioratupement. The author has finally
mentioned that having proper service level agreéméhlead the IT projects success and

also it would save the time and cost of the prgject

External Factors Internal Factors Outcome
Politicali Top management supp

Regulatory >

Environment Partnership approach

Selective outsourcing with a
strategic fit

Commitment of financial and

IT Marketplace | —p | "' resources

—» | Performance

Relationship management

Management capacity

Characteristic
of Tgchnology —» | Performance management
Services using service-level contracts

Figure 2.3 - Analytical Framework of Managing Govenment IT Outsourcing
Source - Chen and Perry (2002)

Researches from Malaysia have identified many rislkes Government. Since the Malaysian
government is actively moving towards e-Governnttyety tend to do research on these
things. There are many risks in e-Government eapgoivhen the developments of the
projects are handed to the service providers. Hewegks should be managed and risk

management should be seen as one of the criticakess factors in IT outsourcing. The
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survey had been done regarding the Malaysian gowarhorganizations. Finally concluded
when there is a risk management committee andipeacsk management would be able to

complete the outsourcing activities successfulligAVlohamed and Arshad, 2007).

2.3 Public Sector Software Outsourcing around the \frid

Public sector organizations are attached to theegonent of the respective country. Using
IT in these huge complex operations could be ergtby properly focused applications of
IS/IT. Various countries adopt their own systemsplamentation methodology for

outsourcing process. Depending on the process @fatipn it could be either success or
failure. Finally it would be benefited by the céizs to gain quality service (Gichoya, 2005).

According to the reviewed researches, the coungiiieen below were discussing outsourcing
experience in public sector organizations. Thevg# outsourcing experience was included

Information Systems / Information Technology outsmyg.

2.3.1 Australia

The outsourcing trend began in Australia in thelyed®90s both with the Labor and
Coalition Federal Governments which were pushed bgrlS/IT consultants and economic
rationalists. Also in 1995, the Council of AustealiGovernments was formed to implement
the National Competition Policy (NCP) and began agtsource many of their IS/IT
functions. By the year 2000, more than half of Auestralian outsourcing market was made
up of public-sector organizations (Mendez, Mendapna Pérez,2006) as the Australian
Federal and state governments had already outsburgest of their IS/IT functions
(Kakabadse and Kakabadse, 2001).

The researcher who was identified the model shawiigure 2.4 has mentioned the research
findings indicate that I1S/IT outsourcing successusth be done under careful attention and

evaluation and to ensure organizational success.
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Figure 2.4 - Key Issues on Outsourcing Success
Source:Lin, Pervan and McDermid (2007)

Based on the literature review and the results ftbensurvey and case studies, there are
several important factors that govern successfdl lass successful outsourcing decisions.
Such as, change focus of SLAs (measurable andgiblanobjectives), Contract negotiation
(alliance/partnership), Risk assessment/managen@arporate memory, Relationship and
contract management and Assessment of in-houseitigpé_in, Pervan and McDermid,
2007).
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2.3.2 Canada

The Ontario government developed strong and effecte-government management
functions headed by a Chief Information officer @¢lfrom each department. When doing
software development the researcher has foundhkahost difficult decision concerns the
outsourcing of software development for governnaglications. It was also stated in the
research that the e-Government outsourced softwlakelopment was difficult of its

budgetary situation, in addition to financial coastt resulting from tax deduction. The
Government was ideologically disposed to privatet@esolutions. As a consequence,

Ontario has had substantial experience outsoui@ingthe past decade (Borins, 2003).

2.3.3 Chile

Chile is known to have made a significant progiadsecoming a leader in ICT use in Latin
America. It has digital literacy, e-Government, mxisactions (e-Business), and legal
framework. Chile has recognized ICT as an impdariastrument to gain growth. However,

very little of reporting of ICT outsourcing actiyihas been studied in Chile (Kini, 2007).

2.3.4 Europe

In Europe the public-sector outsourcing of IS/lihdtions has also grown very fast like the
other developed countries. In the UK public sediog, term ‘IS/IT outsourcing’ is now used

interchangeably with other programs such as compulsompetitive tendering and

contracting out (DeHondt, 2009).

2.3.5 Kenya

Presently the Kenyan Government is having Inforomtifechnology Investment and
Management Framework connection with all the mii@st to the Internet under the
Executive Network. They have the connection to mtegrated information systems for
Integrated Financial Management Information Sysfg#fvlIS) and the Integrated Personnel
and Pensions Database (IPPD) (Gichoya, 2005).

2.3.6 Kuwait

A study of IS/IT outsourcing in the public sector Kuwait has found the reasons for

outsourcing include cost saving and lack of requskills. Another IS/IT outsourcing study
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examines the political power between bureaucr&A4T I consultants and vendors in the
Israeli public sector (Khalfan, 2004).

2.3.7 Malaysia

Malaysia’s private sector and public sector orgaindn deals a significant amount of IT
outsourcing and the rising trend is very high. Etlesugh the large amount of IT projects is
high in the country, the level of success of th@sgects is less. Therefore the majority of the
practical situation of IT outsourcing in Malaysgnot fully automated. In Malaysia public
sector outsourcing experience was started with &dés strategic framework which was
known as National IT Agenda (NITA) formulated in 98 and the Multimedia Super
Corridor (MSC). Before those Malaysian governmenrtsge-scale systems integration
projects were for Malaysian Postal Office and Antaraham Nasional Berhad for
Permodalan Nasional Berhad (PNB). The new IT outsog projects include the Malaysian
Smart Schools which were awarded to Telekom Madaysonsortium, and the Generic
Office Environment (GOE) project which was awardecElectronic Data Services (EDS)
Malaysia. The research based on figure 2.5 fouatttiere is a positive relationship between
IT outsourcing success with service quality, paghig quality and IT Outsourcing
Arrangements (Koh, Ang and Straub, 2004).

Service Quality

Partnership Quality IT Outsourcing Success

\ 4

IT Outsourcing
Arrangements

Figure 2.5 - Relationships of IT Outsourcing Succeas
Source — Koh, Ang and Straub (2004)
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2.4 Comparison of Public vs Private Software Outsaging

As stated by the Introduction in this chapter nmadghe researches done in IS/IT outsourcing
for the private-sector organizations have not abereid the different circumstances in public
sector. Only a few IS/IT outsourcing studies in public sector have been carried out. A
review of relevant IS/IT outsourcing literature the public sector has identified the
following organizational objectives that organipag aim to achieve in their IS/IT
outsourcing projects:

= Lower costs,

= Access the required expertise and skills,

» Increased efficiency/service level,

= Greater focus on core functions,

* Increased flexibility,

» Reduced problems of managing industrial relations,

* Risk sharing.

However objectives for IS/IT outsourcing in pubbector are very much similar to the
private-sector organizations. There are severdtréimces between the private and public
sectors in IS/IT outsourcing which have been ideati Some of them are as follows:

» The manner of the decision-making process,

= Accountability in purchasing decisions,

= Personnel management and recruitment,

= Risk of failures,

= Organizational cultures and the management of inédion systems

(Khalfan, 2004).

However it was found that IS/IT outsourcing in ghevate-sector organizations are more
efficient than the public sector. Because of therppanagement practices in public-sector
organizations there were several software projettich have been abandoned. However,
unlike private-sector organizations, public-sectyganizations are not designed to be
competitive, but they are always fair, open, olyectand accountable, as they have been
controlled by the governmerlso IS/IT outsourcing in the public sector is Higlesomplex
because most of the functions are specialized & very politically sensitive process with

many stakeholders holding very different and oftenflicting perspectivesPublic-sector
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organizations have to meet multiple, often confiigtgoals such as providing better service
with reduced budgets and stafhey may also be forced to provide services reguinelaw,
without consideration of economic and strategic eatp The motivation for IS/IT
outsourcing by private-sector organizations isrimafly generated and it forms part of the
organization’s strategy (Burnes and Anastasiadi@)3p Public and private sector
organizations face the same problem of limiteditgbib use freed capacity for introducing
newly developed products or services. However pgiveector organizations have an
overriding goal of profit maximization where as palorganizations do not aim on profit
(Khalfan, 2004)The private-sector organizations are free to dete# requirement and to
achieve the best value for money for themselvegrevhas the public-sector organizations are
subject to external audit and often have to opesdttan a tight definition of best value that
relates to economy, efficiency, and effectivendBsrifes and Anastasiadis, 2003). Some
problems in public sector organizations were imjisstendering timetables, dubious
savings claims, deep dissatisfaction, non-deli#rgervice levels, allegations of conflicts of
interest, and failure to monitor and evaluate tbet@acts properly. One of the most often
critical reasons for the impressive failure in mpsblic-sector organizations is failure to
monitor and evaluate their IS/IT outsourcing coctisgproperly, especially the performance
of contractors (Khalfan, 2004).

Most of the Information Systems were success irpthate sector than the public sector in
Australia. This was proved by a research of IS ssgcconducted in public sector on
gualitative case studies of 3 major Western Austnajovernment agencies. When they were
describing the difference between the public and frivate sector, the majority of
participants (16/21) claimed that the two sectors aniquely identifiable. The key
differences were accountability, expenditure cdnamd taking a long-term perspective.
Those were reflected in the comments made by jgaatts in their data gathering phase. The
conceptual model of the research is shown in figuée According to the model, it had taken
only the highest ranked IS variables. Using diffe¢r@pproaches to interpret the findings (e.g.
considering the other variables) would lead toedéht IS success models (Elpez and Fink,
2006).
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Figure 2.6 - IS Success Variables in Public Sector
Source - Elpez and Fink (2006)

As stated in the figure 2.7 the researchers haveegrfrom their research that Organization
type (public vs business) and degree of outsourcordribute towards explaining variation

in outsourcing success. The importance of inforomatisharing contributes towards

explaining outsourcing success and the importariceonflict management is a marginal

variable in explaining outsourcing success.
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Figure 2.7 - Public vs Business Outsourcing Success
Source - Ekker, Andresen and Gottschalk (2007)

2.5 Background of IT in Public Sector Organizationsin Sri

Lanka

The Government of Sri Lanka has initiated a re4eegiing government programme under
the e-Sri Lanka Road Map in 2002 (Nanayakkara amgrdivarna, 2009). e-Government
could be defined broadly as use of Information @wnmunications Technology (ICT) to

promote more efficient and effective governmentilifate more accessible government
services and allow to access information and engévernment more accountable to
citizens (ICTA Survey, 2008). To implement e-Goveamnt readiness projects the
Information and Communication Technology AgencyT/J} of Sri Lanka was appointed as

the main regulatory body. The main task of thisaorgation was to implement the e-
Government programme under the guidance of thademgl Secretariat. To be successful
the e-Government projects should follow a well elsshed e-Government model to achieve
better results. Therefore ICTA has been following eéGovernment model under the
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reengineering government programme for the lagt frears. This will be implemented

according to the Sri Lankan context (Nanayakkadh\&ieerawarna, 2009).

ICTA has done surveys on ICT usage on Governmeribis@rganizations and the final
report shows services provided by in-house IT Dovis and Outsourced Companidhe
sample was taken as per table 2.1. Also the sipx@yided baseline information to identify
and measure the potential areas for ICT developmehe government sector and to identify
how ICT itself can contribute to enhancing governingervices. To promote the usage of
ICT functions in each organization, ICTA has appaiha Chief Innovation Officer -CIO
(ICTA survey, 2008).

Table 2.1 - IT Survey in Sri Lanka

Subpopulaticn Subpopulation | Sub sample Sub sample Completec
Size Size(excluding | Size(including
buffer) buffer)
Ministries 56 34 38 34
Department 75 40 45 41
Statutory bodie 13€ 53 58 52
Ministries (PG 47 26 30 26
Departments (P( 194 60 65 60
District Secrtariai 25 15 18 15
Divisional Secretarii 33t 75 90 75
Total 30z 344 302

Source - ICTA survey (2008)

According to figure 2.8 the bar graph illustratée tservices provided by in-house IT
Divisions vs Outsourced IT functions. It descrilest the In-house software support is 25%
where as 58% is outsourced. Also in-house softwaamtenance is 25% and outsourced is
59%.
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Figure 2.8 - In-house vs Outsource IT Functions isri Lanka
Source - ICTA Survey (2008)

Under the findings by the surveys, most of the gowvent organizations use only standard
application packages such as word processing, dfgzet etc. This shows that only a few
government offices use application software withdatabase. Information system is
considered as one of the most significant forcesoflernization that drives a “technology
push” for socio-economic development in the countkystudy done by a Sri Lankan

researcher has showed there have been numerawugdaih developing information systems
for organizations in Sri Lanka. This is mainly digethe ignorance of the social context
within the information systems development and emmntation. Information system

practitioners in Sri Lanka usually evaluate thecess of information systems from the

standpoint of technical and economic rationalitlyd@unathunge, 2003).
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2.6 Choosing Outsource over In-source

With the economy driving towards globalization, panompanies wanted to gain a
competitive advantage by cutting their costs, ogiimg efficiency, and great customer
service. This would tend to outsource their sofevapplications (Schwartz, A and Ye, G.,
2002).
A survey was done for 50 North American statedlieir software outsource activities. 84%
have outsourced their activities whereas 16% havsuse developments. It was surveyed
how much they knew about software outsourcing amtwadditional information they
needed to make correct decisions in their softywesgects. The research concluded that most
of them have outsourced to reduce costs, impravetaund and operate their systems with
near 100 percent reliability. In the public sectmvironment it is noticeable the size and
complexity makes data maintenance a difficult a@rale. In addition to the challenge of
maintaining the database with the latest changesptganization must also control costs in
order to be competitive. This situation is refertedis “Doing more with less”. The research
was identified the “Reasons to outsource IS a@wit such as reduce cost, reduce
development cycles, speed up process, run paedtalities, acquire expertise, insufficient
in-house capacity, outsource non-core activitiegroved response to customer objectives
and in-house staffing level stable. Out of the &bagquiring expertise, insufficient in-house
capacity, reduced development cycle and speed apegs were the major reasons for
outsourcing. Also the top management drove mostthef outsourcing effort. When
Comparing outsourcing work of with in-house worle thoftware outsourcing the senior
executives gave high marks for the following:

= Development schedule — faster,

» Intellectual capacity — better,

» Scheduling flexibility — better,

* Product quality — better (Schwartz, A and Ye,Z802).

Outsourcing in public sector is mainly due to aelmg the best practice, to improve the cost
discipline skills of managers, to improve qualifyservice and to help senior managers focus
core competencies of the organization. Method déctieag the proper software vendor

should meet the basic principles of good governam@msparency, accountability and
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integrity (Kakabadase and Kakabadase, 2001). Thela@ment was written by Kakabadase
and Kakabadase (2001) was a specialized task thalves huge investments and a
specialized workforce. Outsourcing the same could the companies a chance to develop
software at a lower rate, employ specialized lahbra cheaper cost, promote software

research and save time.

To explore effectiveness in outsourcing implemeotatKakabase and Kakabadase (2001)
has done a capability comparison with another survmally it was identified that four core
capabilities for managing outsourcing contractfofisws.

Managers need to be skilled at:
» Integrating different ways of working between thewn organization and external
suppliers,
» Preparing the organization to become ready forcautsng,
» Managing the outsourcing commitment,
» Monitoring staff and lower-level management in thest organization to meet the

outsourcing challenge.

The study was proved by the above authors thatdh®anies generally outsource because
they want to save IT costs, better focus on theie dbusiness, or because they consider the

internal IT function Inadequacy, ineffective, ocampetent.

2.7 Benefits of Outsourcing

Knowledge sharing between service receiver andicgemprovider through an outsourcing
partnership and its effect on information techngldyl) outsourcing lead to success is
identified by Ismaillet al (2005). However knowledge sharing is consideredrees of the
major motives of outsourcing partnership basedrost to ensure partnership quality. The
relationship between knowledge sharing and IT autsng success was examined. Finally
the knowledge sharing is positively associated Withoutsourcing success was found by
them. The study was based on both public and grigaganizations in Malaysia that have
outsourced their IT functions. The table 2.2 shtvesbenefit of outsourcing.
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Table 2.2 - Benefit of Outsourcing

Net Benefits Strategic Benefits 1. Add to research on core business.
2. Increase control of IT expenses.
3. Satisfied with overall benefits from
outsourcing.

Economic Benefits 1. Enhanced economics on scale in
human resources.

2. Enhanced technological on scale in
technological resources.

3. Increased control of IT expenses.
4. Able to manage cost structure through
unambiguous contractual arrangement

Uy

Technological Benefits | 1. Able to reduce the risk of
technological obsolescence.

2. Increased to access key information
technologies.

Service Quality | Tangibles The service provider
1. Has up-to-date hardware and software.
2. Physical facilities are visually
appealing.

3. Employees are well dressed and neat in
appearance.

4. The appearance of the physical
properties in the IT unit is in keeping
with the kind of service provided.

Reliability 1. When service provider promises to do
something by a certain time they do.

2. When users have a problem service
provider shows sincere interest in solve
it.

3. Service provider is dependable.

4. Service provider services at the time
they promise.

5. Service provider insists on error free
records.

Responsiveness Service Provider

1. Tells users exactly when service will
be performed.

2. Gives prompt service to users.

3. Is always willing to help users.
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4. Is never too busy to respond to user
request.
5. Respond to users need at their own
disposal.

Assurance 1. The behavior of service provider
instills confidence in users.

2. Users well feel safe in their transactipn
with the service provider.

3. Service provider is consistently
courteous.

4. Service provider has the knowledge to
do their jobs.

Empathy The service provider

1. Gives users individual attention.
2. Has operation hours convenient to all.
3. Assign employees who give users
personal attention.

4. Has the user’s best interest at heart.
5. Understands the specific needs of the
users.

Source - Ismailet al (2005)

The relationship between a client's and its servmevider's objectives and values,
coordination and control systems, processes, citpegband information and technology are

likely to affect outsourcing outcomes was foundvégheed Molla (2004).

Factors like lower costs, improved productivitygtmer quality, higher customer satisfaction,
time to market, and ability to focus on core araes some of the benefits of outsourcing
were originated by Dhar and Balakrishnan (2006).

The research regarding onshore outsourcing is gdeilfowing reasons or expectations for
IS outsourcing: Focusing on Strategic Issues, asing Flexibility, Improving Quality,

Getting rid of Routine Tasks, Having Alternatives IS Staff, Reducing the Risk of
Technological Obsolescence, Facilitating Accesséochnology, Saving Staff Costs, and

Saving Technology Costs were mentioned by Gonz&agcoy and Juanz (2008).

31



By outsourcing, companies can focus their effomscore business, medium-/long-term
targets and diversification opportunities. Outsowgcwould achieve comparable quality
more cheaply, lower inventory cost, reduced managertime and improved production
flow. IT outsourcing is cost effective access toe@glized computing and system
development skills (Kakabadse and Kakabadse, 2001).

The knowledge sharing has a positive effect oncautsng success. As the sample the
research considered Korean public offices. The ablvge of this study was to assess the
impact on knowledge sharing, organizational caggbpiband partnership quality on IS

outsourcing success. This study confirmed that kedge sharing is one of the major
predictors for outsourcing success, organizati@aplability to learn or acquire the needed
knowledge from other organizations is a key souwrcsuccessful knowledge sharing, and
partnership quality is a significant factor betwekmowledge sharing and outsourcing

success (Lee, 2001).

Organizational

Capacity
Knowledge Sharing mgggaﬁng
- Implicit -
Knowledge (Hypottesic 2)
Sharing v Outsourcing
- Explicit Suceess
Knovyledge Base¢ Model.
Sharing (Hypothesis 1)

Mediating
Partnership Model.
Quality (Hypothesi 3)

Figure 2.9 - Impact of IS Outsourcing Success
Source - Lee (2001)

32



2.8 Reasons for the Success of Software OutsourciRgpjects

Measuring outsourcing success was extremely diffiand recent surveys suggested
measuring the degree of success factors as thallosatisfaction achieved with the adoption
of outsourcing and its perceived benefits. Howeterresearcher identified the satisfaction
as a good measure of outsourcing success for mgmmns: firstly, because it means including
and tacitly calibrating the costs and benefits ined in outsourcing and, secondly, because
satisfaction is a valid measure, unlike other nsmrecific measures which are not appropriate

in all cases (Gonzalez, Gascoy and Juanz, 2008).

The following factors would cause the success ¢$auwrcing projects which was originated
by McConnell (1997).

Selecting a propoer vendor Software outsourcing success depends on chodsengpest

vendor.Cost is always part of the decision in outsourciBgt selecting and awarding the
software vendor should not be the lowest bid. Atvearfe project should be accurately
estimated and carefully managed and costing less dhbid is not a factor to select the bid.
Fixed-price (flat-rate) contracts can result inueed functionality if the firm is forced to cut
corners to meet the budget. Even if the flat-ratgegt is re-estimated to include the new

scope, valuable evaluating time is lost.

Correct Requirement The reason that software projects fail most ofiennadequacy

definition of the software requirements. The custorshould have better understanding of
the purpose and a clear idea of the requirementthdd be interpreted to the vendor. Time
taken to define the scope of the project is notatevof time. Time taketo define the scope

of the project should be as accurate as possibleo Allowing the outsourcing firm

additional time and resources to analyze the propguirements and prepare a thorough
scope document on which the customer could signm#rnal projects are rarely adequately
documented. In outsourcing, both the task and #réopmance level should be defined.
Agree on the specifics of what role each of theamsrs will have in the development of the
project. Scheduling, budget, and deliverables gshdnd clearly stated. A comprehensive

understanding of goals and their relative priositie crucial. Although the initial stages of
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any software project can be time consuming andlegihg, clear expectations result in

superior software.

Communication: All the preliminary arrangements had been complbtethe customer; the

focus was on clear communication among the pragéake holders. Designate a project
“champion” from the customer side will be the sengloint of contact with the outsourcer's
project manager or technical lead. Maintaining ascstent information exchange increases
the quality of the end-product and reduces delays @nfusion. The key internal staff
member should plan to interface with the outsogdinm for weekly status meetings and be
available to answer daily questions. Agree on &epred format and anticipated duration for
updates and stick with it. The “champion” shoulsicatonsolidate feedback from the internal
stakeholders so that the instructions to the outsog firm remain focused. When the
customer hires a firm to create the software prodie vendor becomes contractually
bonded to complete the services agreed accordimgaguwirement. The research was noted
that the work should be assessed in the followiages:

= Multiple approval stages with sign-off at each rsiitane,

» Re-estimates during project,

= Code reviews,

» Project reports (written or verbal),

= Bug fix verification.

Teamwork: Clear expectations, open communication, and atedility processes all
involve a commitment to common goals. Teamworkriscal to any successful outsourcing
relationship. Customers need to motivate the $taftill cooperation and collaboration with
the outsourcing firm. Access to source code, bsig,liand documentation should be free of
delay. Sometimes the most useful thing the custooféars the firm is to meet the

expectations.

Finally a software development expert is an effectvay to build the software capabilities
that the customer needs. When the customer worlts aviirm they trust, they become a
valuable extension of the in-house team. Outsogroifers the customer to benefit from
specialized knowledge and experience, reduced aigk,the flexibility of the firm. Like any

business relationship, outsourcing can be a grettrn-on-investment or a frustrating
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mistake. Choosing the right service provider makethe difference. Ultimately, the success
of the partnership depends on the customer commitrnb@ clear expectations, open

communication and accountability.

Outsourcing software development has proven to lgeeat success for many companies
worldwide. Globalization was the reason for mosthef companies and it was forcing a lot
of company’s to constantly improve their compeétigdge. Outsourcing will reduce the

internal costs while allowing the company to foouasits core competencies. In a fast moving
technological world, it is unlikely that the comparill be able to design a whole spectrum
of technical software. Thus it is wise to outsousoene of the functions while keeping intact

the business processes.

Cost Saving Outsourcing makes sense for cutting costs whatlucing workload on the
employee. Outsourced labor may cost 90% less tarsdame labor performed in-house in
Western Europe or North America, particularly faswtevel tasks. It also makes

development projects more attractive.

Time Saving: Software development takes less time when peomewarking on the
customer’s applications around the clock. Theretheecustomer can get the product to the

market quicker.

Flexibility: When there is an outsourcing process going onctigomer doesn’t have to

spend time recruiting, hiring, training, and hogsamployees for short-term projects.

Talented IT Professionals:The customer will have immediate access to somhebest
and brightest information-technology professionmlgoing overseas and bypassing the gaps

in hiring pools in more developed countries.

Focused Strategy Outsourcing software development will streamlitiee business
processes. It will provide a focused strategy tweha competitive advantage in the

technological race.

Improved Compliance: Outsourcing software development would create atomaated

compliance system that will reduce human follow-ups business processes.
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Enhanced Accuracy Offshore development will improve work accuraoyterms of given

deadlines on a project. Defined software will detiaccurate results in less turn around time.

Technological Advances Technology is evolving in different countries tfe world.
Companies thriving to gain competitive advantage hetter off outsourcing software

development.

Risk Mitigation: The customer could mitigate risks by choosing @sa@urcing firm that has

a high-quality project management system and al-arel-true process for developing
applications. Several functions can be outsource@ lcompany in different departments.
From management training to payroll software, outsing takes care of it all. Offshore

development has become a giant industry with mereome. Website development & web
design are increasingly outsourced by almost athganies for better maintenance and
timely upgrades. Outsourcing software developmemiow the key to a company’s success.

It is the best solution in the age of globalizatsord technological advances.

Information system success factors were discusgéslonzalez, Gasco and Llopis (2005) in
their research after completing a literature suraeg interviewing 357 IT Managers. They
have mainly found the factors below consideringhassuccess factors.

» Provider’'s understanding of clients’ objectives,

» Choosing the right provider,

= Aclear idea of what is sought through outsourcing,

= Provider’s attention to clients’ specific problems,

= Frequent client-provider contacts,

» A good-value-for-money relationship,

= Top management’s support and involvement,

» Proper contract structuring.

The study was done by Elpez and Fink (2006) in ralist for 3 major Western Australian

government agencies and finally the success faaters ranked as follows:

1. Meeting user requirements,
2. System usability and performance,

3. User acceptance and IS ownership / Interaction sgghof IT infrastructure,
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4. Improvements in employegroductivity,
5. Meeting budgeted criteria.

A research based on IS outsourcing success hactexkla large number of public sector
organizations and some of the private sector orgéions in Hong Kong as the sample by
Lee (2001). Finally the following factors were idiéied by him to lead success of

outsourcing:

. Able to refocus on core business,

. Enhanced our IT competency,

. Increased access to skilled personnel,

. Enhanced economies of scale in human resources,

. Enhanced economies of scale in technologicalress,

. Increased control of IS expenses,

. Reduced the risk of technological obsolescence,

. Increased access to key information technolopgies

© 00 N o o b~ W N PP

. Satisfied with our overall benefits from outsang.

The top five reasons for IT projects success wgwed user support and involvement, good
project management and leadership, effective phamixecutive and sponsor commitment,
and total organisation and project team commitment found by Standing, Guilfoyle, Lin
and Love (2006).

Understanding long term and short term goals, lpanstrategic view, existing clear
selection criteria, communication management, kavan full structured contract, top
management support, using external experts, canmprocess evaluation and recognition
of core activities of organizations were the susdastors of outsourcing software in Iranian
public sector organizations. The outcome of theassh was found by the binomial test and
the order of results according to the above listeter. (Rajabzadeh, Asghar, Rostamy and
Hosseini, 2008)

Success factors were cateogrized based on theaseffwojects by Chow and Cao (2007).
The following table 2.3 describes the releventdexbf outsorcing software based for this

rsearch.
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Table 2.3: Success Factors in Software Projects

Dimension Factor

Organizational = Strong executive support

= Committed sponsor or manager

= Cooperative organizational culture instead of hidral

= Oral culture placing high value on face-to-face cmmication
» Collocation of the whole team

» Facility with proper work environment

= Appropriate Reward system

People » Team members with high competence and expertise

= Team members with great motivation

» Managers knowledgeable in outsourcing process

= Managers who have light-touch or adaptive managesigie
= Coherent, self-organizing teamwork

= Good customer relationship

Process = Strong communication focus with daily face-to-fadeetings
= Honoring regular working schedule — no overtime

» Strong customer commitment and presence

= Customer having full authority

Technical »= Well-defined coding standards up front
» Pursuing simple design

» Rigorous refactoring activities

» Right amount of documentation

» Regular delivery of software

= Delivering most important features first

= Correct integration testing

= Appropriate technical training to team

Source - Chow and Cao (2007)

Information Technology critical success factors ewelentified by Mendez, Mendoza and

Pérez (2006) according to the management factdeble 2.4.
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Table 2.4: Success Factors in Management Category

Success factor

Definition

Strategic Management

Strategic approach: Focusing on the strategy, lyeain
vision and a strategic plan.

Long-term relationships: Development of a multi-aain
plan for outsourcing relationship, Choosing longyte
relationships

Outsourcing as an intellectual asset not only denat
costs

Separation of short-term and long-term goals: Stevrh
goals should be separated from long-term goals
Jointly establishing business orientation : Commoals,

Work jointly to determine business orientation,

Personnel Managemen

t

Focusing on the employees : Management of personng
issues, Communicating with employees, Continuous
communication with employees, Special attention to
personal matters, Personnel management, Strong
relationships with personnel, Keeping employeesged
Managing resistance to change and promoting the
outsourcing idea : Expect and accept resistanchdnge,
Having a team promoting the outsourcing idea

Team work promotion

Operational

Management

Management control
Delivery performance
Cost management

Development and use of best practices

Contract Management

Efficient contract control with good contract maaagent
Clear points between client and provider: Clear
definitions, Clear points with the provider

Flexibility: Be flexible, Development of strategiand a

flexible contract, adjustable to the business ckang

39



= Use of SLA

Client-Provider = Efficient knowledge sharing: Information exchange
relationship = Cooperation between organizations: Interdependence
commitment

Client-Provider » Understanding between both organizations: Clear
relationship understanding, Understanding the needs and obgsabilv
communication the client, Understanding the client, Understandiati

organizations, Understanding the client's needs

» Keeping active communication lines: Efficient
communication, Efficient relationship between
managements, Two-way communication at each level,
Communication as a key factor, Keeping the whole

organization informed.

Technical/Technologica Expertise and technical knowledge
= Keeping a high innovative capacity regarding senand

technological advantages

Source: Mendez, Mendoza and Pérez (2006)

2.9 Reasons for the Failure of Software Outsourcingrojects

Most Information Systems and ICT projects eithelethtotally or partially. The research
problem was discussed by Heeks (2002) as “Do mdstrhation Systems projects in e-
Government succeed or fail?” He has also discuabedt “hard — soft gap” and “public —

private gap”.

Thetotal failure of an initiative never implemented or in which awgystem is implemented
but immediately abandoned. This type of outcomelmadefined relatively objectively. The
researcher has taken as an example India's Indinal® Conservation Monitoring Centre. It
was intended to be a national information providased on a set of core environmental
information systems. Despite more than a year afhg, analysis and design work, this
information system never became operational, aedwhole initiative collapsed shortly

afterwards (Heeks, 2002).
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A second possible outcome is tpartial failure of an initiative in which major goals are
unattained or significant undesirable outcomes. fidton of partial failure may be relatively
straightforward. It was explained in the study thia¢ Tax Computerization Project in
Thailand's Revenue Department which set out seveasaof taxation that were to be
computerized. At the end of the project, only tweas had been partly computerized, and

the other five were not operational (Heeks, 2002).

A journal article written by Lews (2003) has notedt the software implementation projects
were failure due to challenging and interplay obgle, techniques, experience, cultures and
technology. Also these projects can be a “hot pbtahich no one is willing to touch. Six
software project failures was identified by it suedy incomplete requirements, lack of user
involvement, lack of resources, unrealistic exp@uts, lack of executive support, and
changing requirements and specifications. Lack oideustanding of the software
development process and the effect of that methosedu in the project

plan, schedule and cost estimates were identifiegroject failure (Han and Huang, 2007).

According to the article written by Han and Hua29(7), they found the proportion of
Development Country IS projects fall into eachha# three outcome categories such as “total
failure” or “partial failure” or “success”. The gskon is hard enough to answer in
industrialized countries. This indicates that, vesyghly, something like one-fifth to one-
quarter of IS projects industrialized in countrl fiato the “total failure” category, something
like one-third to three-fifths fall into the “paati failure” category, and the remaining

minority fall into the “success” category.

Software projects failure is due to one of the meassuch as unrealistic or unarticulated
project goal, inaccurate estimates of needed ressubadly defined system requirements,
poor reporting of the project’s status, unmanagestksy poor communication among
customers / developers / users, use of immatulatdogy, inability to handle the project’s
complexity, sloppy development practices, poor gebjmanagement, stakeholder politics
and commercial pressures. All the software projémisdue to one or more of the above
reasons. The software failures could also be duéusiness environment, technical

management, project management and organizatiattate (Han and Huang, 2007).
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A survey carried out in USA has found that 31% afinare projects were cancelled before
completion. Then KPMG (1997) tried to find out “witthe causes of project failure were?”
They sent a questionnaire focusing on IT projechagament issues to Canada's leading
1,450 public and private sector organizations. KPMG997 Survey of Unsuccessful
Information Technology Projects revealed that ttre¢ most common reasons for project
failure are:

» Poor project planning - Specifically, inadequasknmanagement and a weak project
plan. Risk management becomes more important asrtfaization gets bigger, so
larger organizations need to pay more attentidhitoarea.

= A weak business case - The need for the systemdsheyustified in ways that relate
directly to the organization's business needs.

» Lack of top management involvement and support is ®ften dooms the project to
failure before it starts. Securing buy-in from tiop, often by a strong business case

backed up with a realistic project plan, is an e8akstep.

Other findings are:
» Projects fail more often because of schedule amerthan budget overruns.
= Many projects fail because they use new or unpréeeimology.
» Poor estimates or weak definitions of requiremeantthe project planning stage also
contribute to project failure.

» Projects can run into trouble due to the vendaediility to meet commitments.

The survey found that out of failed projects, 60&ravplanned to take less than one year to
complete. It was outlined there that the reasomgnblethe failure of information technology
projects could be avoided and minimize the riskutdre failures by learning the lessons of
past mistakes, and improve project management itgods so that the staggering costs of IT

project failures do not affect the particular ongation (Hospodar and Trevisan, 2008).

Failure factors and how to make the software ptsjeticceed was published by Haughy

(2010) is shown in table 2.2. Also these soluticmsld be considered as best practices.
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Table 2.5 - Making Software Projects Succeed

Failure Factor

Solution/Best Practices

Not enough time: For a good design an
system study it will take much time. If th
design was not properly done ongoi
frequent changes may occur. When

happens time and budget will consume :

very rapid rate.

drime taken to make good design will res
idiaving a quick start of the coding. Allocati
nigme for this will help to run the rest of tf
hisoject well.
at a

Insufficient Budget: Many software

projects go to lowest price. Unrealis

budget will slow down the project.

Be realistic of the budget and it should be
liactual requirement. Avoid electing a lowg
vendor and select vendors who have pro

track records.

Poor Communication  “Never assumg
anything” also true for the software projec
Good communication is vital for softwa
project success. Customer, user and
development team should communicate v

each other.

2 By identifying the potential communicatiq
tbreakdowns at the start and never assur
rehat everyone can understand.
the

vell

Never reviewing project progres: It is
important to monitor progress on regu
basis. This will prevent the delays on 3

issues among the stake holders

lahe progress of the project. Team memk

Frequent milestones should be set to reV

rhyave to work closely.

Inadequacy testing Testing at the end ¢

the project the customer will suffer.

fTesting should be carried out throughout
development life cycle and integration t¢

should be done at the end of the project.

Testing in the production environmen:
Testing in the customer’s office is high ri
and it should not be done due to secu
issues and releasing without testing.

All

skevelopment environment and final tes

testing should be done at tf
ri;d error-free software should be installec

the customer’s environment.

Lack of quality assurance Code change

s Take time to check the quality adiment
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are not documented and not proper desigefore releasing to the customer.
methodology tends to incomplete the
software project. This will happen to re-
work, lost time and make customer

unhappy.

Not confirming to the industry standards: | Introduce international standards to the
Having proper industry standards will provprojects. Review and update the standards
accessibility, portability, usability angdregularly.
reducing problems for ever. International
Standard Organization (ISO) is one of the
main organizations of maintaining software

standards as well.

Source - Haughy (2010)

Since outsourcing is very expensive, it is notadlé for very small organizations. The
decision to outsource would be impossible to gdizeraMany companies fail in the
execution of strategic outsourcing. Organizatioliura leads to failure. Outsourcing for the
wrong reasons also may fail outsourcing softwaray Aerson cannot outsource their
problems directly. There are several standard ndefbgies for outsourcing software
development. When considering the figure 2.10 tleechart shows 10% of the staff works
closely, having the vendor’s staff perform the worksite under close supervision. Another
20% on site and combination of vendor and in-haia# would do this work under normal
supervision. The remaining 70% of the project gokéssite, under the vendor’s control. In
any case, when a vendor performs outsourced wdrkitef it is critical to have your own
agent at the site. It is recommended to have custemtaff with vendors. All these should

be negotiated before starting the contract.
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B Closely held onsite
B Loose'y held offsite
Offsite

Figure 2.10 - Methodologies for Outsourcing Softwae Development

Source — Laplanteet al (2004)

Finaly the authors have recommended to practicetismg the contract throughout the

project life cycle, carefully set expectations tvé proper quality management infrastructure
and have your own employee at the vendor’s sités @pplies to all the projects that have
outsourced domestically or overseas. It was recamdet to have one employee from the
customer’s side for every 20 vendor employees.

The reason to failure of the IS projects rathenttiee other high-tech projects was found by
Yeo (2002). It was based on Singapore-based orgiamis. The study was found that the
reasons to failure such as underestimation of imaelveak definitions of requirements and
scope, inadequacy project risk analysis, incomestimptions regarding, ambiguous business

needs and unclear vision.

Standinget al (2006) have, identified four major types of fadar
(1) Correspondence failure,

(2) Process failure,

(3) Interaction failure,

(4) Expectation failure.
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They have stated in their study that 67% of totalgoing outsourcing IT projects were in

their country when they carried out the researdte fihain reasons or causes for IT project
failure mentioned by researchers are lack of usppart and involvement, lack of properly

defined project scope, lack of executive managemsapport and commitment, imprecise

defined objectives and knowledge of the IT projeatd poor project management and
leadership (Standingt al, 2006). The figure 2.11 shows the theoretical rhofl@a research

and it shows relationships of the attributes otcegs and failure of IT projects in Australia.

Internal/External

To what extent was the cause of thg
project success/failure something tq
do with other people or
circumstances?

%

Stable/Unstabl¢

In the future, will this same cause
again influence what happens to IT
projects you are involved in?

Global/Specifi

Global/Specific —
Was the cause of the project succe Attribution of

5S
[failure something that just affects / Success and
Failure

your involvement in IT projects or
does it influence other areas of
your work?

Controllable/Uncontrollable
To what extent was the cause of th¢
project success controllable by you

1%

~NJ

Moderato

Company Position
Senior IT Management
Supervisory IT
Management

Figure 2.11 - The Attribution of Success and Failug in IT Projects
Source — Standinget al (2006)
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As a result of resarch done for the Iranian pubdéctor organizations limitaions in another
meaning failure or delay was due to ggovernmenesruand regulations, employee’s
resistance, low quality of outputs, control on augp volume of organization’s functions,

Limitation of experts and control/area/size of pabj (Rajabzadeh, Asghar, Rostamy and
Hosseini, 2008).

Failure or Problem research is typically basedlessons learned’ from certain types of

projects, however most of them are similar enowgbet generalized (Chow and Cao, 2007).

Table 2.6: Failure Factors in Software Projects

Dimension Factor

Organizational » Lack of executive sponsorship

» Lack of management commitment

» Organizational culture too traditional
= Organizational culture too political

» Organizational size too large

» Lack of agile logistical arrangements

People = Lack of necessary skill-set

» Lack of project management capabilities
= Lack of team work

» Resistance from groups or individuals

» Bad customer relationship

Process » |ll-defined project scope

» |ll-defined project requirements
» |ll-defined project planning

» Lack of agile progress tracking mechanism
» Lack of customer presence

= |ll-defined customer role

Technical » Lack of complete set of correct agile

practices

» Inappropriateness of technology and tool$

Source:Chow and Cao (2007)
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Suvillivan and Ngwenyama (2005) have noticed thapast few years most of the public
sector outsource IS projects were failure duedok bof outsourcer’s experince, opprtunistic
behaviour by the vendor, vendor’s lack of experjiaek of vendor financial respornciblity,
lack of vendor perfomance monitoring and Loss kiflesl people. However they have

suggested appropriate management strategies mréisearch.
2.10 Software Outsourcing Risk

Since outsourcing is not bad in itself and it onigans that, as in other risky business
ventures, risk assessment and risk managemerhaimportant contributors to the success
of an IT outsourcing process (Aubert, Patry andaRlv2001). The researches on IT
outsourcing risk and risk management over the ye@are done by Aubert, Patry and Rivard
(2001). When the risk is identified and cleared nlanage, risk becomes a lot more
manageable. It was proved that the organizatios ailot of resources, awarding larger
contracts, would have more flexibility when managitheir risk portfolio and more

possibilities to reduce their risk factor.

The risk factors that are common in IT outsourcivege studied by many researchers (Dhar
and Balakrishnan, 2006). It was found some stutige addressed many risks factors
associated with IT outsourcing. The researcher deasded to focus specifically on risk
factors that are quite common, important and seestb global IT outsourcing, and later
validate those using case studies. Effects of féshors are like geographical location,

political, cultural, quality standards, legal cauis and intellectual property.

The main objectives of IT outsourcing were reduangt and desire to focus on the business
not in IT. However to reduce initial outsourcingkithe organization must be capable of
managing the IT services first. He has identifiézl/en (11) risks of software outsourcing
such as Possibility of weak management, Inexpesstaff, Business uncertainty, Outdated
technology skills, Endemic uncertainty, Hidden spsiack of organizational learning, Loss
of innovative capacity, Dangers of eternal trimpglechnological indivisibility and Fuzzy
focus. He has also written that all these 11 factall not occur in every sourcing decision.

Some can be reduced and some can be avoided bgnmapting those suggestions.
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“Undesirable outcomes” along with the “Factors iagdto outcome” related global IT
sourcing is shown in table 2.7 (Dhar and Balakrashr2006).

Table 2.7: 1T Outsourcing Risk Exposure

Undesirable outcomes

Factors leading to outcome

Unexpected transition and
management costs

Lack of experience and expertise to the client

with the activity
Lack of experience of the client with
outsourcing

Uncertainty about the legal environment

Switching costs (including lock-in,
and repatriation and transfer to
another supplier)

Asset specificity
Small number of suppliers
Scope

Interdependence of activities

Costly contractual
amendments

Uncertainty
Technological Discontinuity

Task complexity

Disputes and litigation

Measurement problems

Lack of experience and expertise of the clie
and/or of the supplier with

outsourcing contracts

Uncertainty about the legal environment

Poor cultural fit

Service debasement

Interdependence of activities

Lack of experience and expertise of the
supplier with activity

Supplier size

Supplier financial stability
Measurement problems

Task Complexity
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Loss of organizational
competencies

Scope
Proximity of the core competencies

Interdependence of activities

Hidden service costs

Complexity of the activities
Measurement problems

Uncertainty

Cost of delayed delivery /
non-delivery

Vendor fails to deliver as per
Delayed delivery due to unexpected change
in the requirements

Poor quality and reliability

Inability to control vendor’s technical quality
Loss of control over vendor’s technical

quality

Damages due to security
breach

Security requirements practices
Intellectual property protection

Privacy concerns

Loss due to disasters and
recovery costs

Loss of control over disaster recovery

Loss of data and information

Loss due to vendor’s
opportunism, including
loss in future revenue

. Vendor takes advantages of contractual ga

Vendor becomes competitor

©

and charges additional amount for services|

Vendor lock-in

Long term contractual agreement

Few vendors leads to limited options

Source: Dhar and Balakrishnan (2006)
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The transaction cost theory and agency theory basespective to mitigate risk in IT
outsourcing. They defined “risk” as the probabilifyoccurrence of an undesirable event, the
severity of its consequences or the variabilityeifirns on assets. Risk is also written as a
“danger or hazard”. In the research it was noted the risk assessment requires that three
guestions would be addressed as follows.

(1) What can happen?

(2) How likely is this outcome?

(3) If it does occur, what are the consequences?

(Dhar and Balakrishnan, 2006)

Loss of critical skills and competences, qualificatof the provider’s staff, The provider's
lack of compliance with the contract, unclear destefit relationship, hidden costs, security
issues, irreversibility of the outsourcing decisigossible opposition of the IS staff and
inability to adapt to new technologies were the rmask factors of IS outsourcing from
customer point of view. All these risk were in vamuch higher when the customer decided
for total outsourcing the IS/IT functions (Gonzal&asco and Llopis, 2005).

Below research model has discussed inherent riskCih outsourcing in public sector
organizations in Malaysia. The research has praved ICT outsourcing has positive
relationship with inherent risk (Arshad, May-lindaMohamed, 2007).
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H1 H7

Irreversibility of
Decision Outsou_rcer nc
Comply with contract
» H2
Ability to Operate H8
New System Hidden Cost
H3
H9
Lack of Systen -
Integration vV Y vvy Unclealr Qs1—Bhe_nef|t
Inherent Risks Relationship
: ) H1C :
Lack of Relationshi H4 Iwwy AAA Security (Date
Skills Confidentiality)
: H5 H11 —
Excessive Depel. Opposition from Staff
on Outsourcer
Lack of Outsource H6 H12 Opposition from
Experience Staff
A 4

Inherent Risks

Figure 2.12 - ICT Outsourcing: Inherent Risks, Issies and Challenges
Source - Arshad, May-lin and Mohamed (2007)

IT outsourcing risks were highlighted by case stadg theoretical literature of Rouse and
Corbitt (2003). Those studies were included IT outsing risk as follows:

= Service degradation, with consequent impacts oarorgtional performance,

» Being locked into higher-than-market cost struciuoe obsolete technology,

= Additional hidden costs of ensuring compliance,atiagion, and litigation,

» QOrganizational disruption and additional costs @bmptransition,

» Vendor related risks (e.g. vendor overselling igpabilities; vendor going out of

business or walking away from that market; venddinig to protect records,
» Vendor unresponsiveness,
= ‘Lock in’ (where the purchaser has no option butctmtinue with an unsatisfactory

arrangement),
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= Diversion of managerial attention and resourcesafnom core business),

» Inflexibility (due to contractual constraints oopibitive amendment costs),

= Downstream organizational losses (loss of skilld &atit knowledge - and capacity to
exploit IT for business advantage, loss of innoxatcapacity; loss of intellectual

property),
* Impacts on competitive advantage.

2.11 Risk Management in Software Projects

With an effective risk management program, futurebfems could be avoided rather than
solving the current problems (Arshad, May-lin andidmed, 2007).

To avoid crisis in software projects the managbmikl handle risk in a way to succeed and
avoid crisis. Naet al (2007) have identified seven (7) risk managementgsses:
1. Identify risk factors: There are different typerisk factors such as Integrating ,
Upgrading , No source code and vendor failuresibtsy
Assess risk probabilities and effects on the ptojec
Develop strategies to mitigate identified risks,
Monitor risk factors,
Invoke a contingency plan,

Manage the crisis,

N o gk~ DN

Recover from a crisis.

A risk in IT outsourcing projects to be evaluated asnanaged was found by Aubettal
(1998). In their research they have given a protrassework for the management of IT
outsourcing risk, and assess the usefulness draheework using the data gathered. It
also describes a conceptual definition of risk ahdsk exposure and risk management
framework.

A research was found that the risk could be mingtiiby considering alternatives such
as; resorting to selective outsourcing or outsogravith multiple providers, retain the
internal knowledge required to handle the outsogygrovider or even to revert to the
outsourcing process. With the option of multipleoypders, the customer firm can

negotiate outsourcing contracts with multiple pdevs differentiated by competence,
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experience and market position from different pdevs skills complementary
(Gonzalez, Gasco and Llopis, 2005). However, etiesd strategies have their risks; for
instance, points out that it is difficult to managed coordinate the work of several
providers. It is suggested that it is not easyfdecsgy each provider's responsibilities
either, especially when the outsourced processesnéerdependent (Gonzalez, Gasco
and Llopis, 2005). Finally it is noticed that themagement and coordination of multiple
contracts are very time-consuming (Gonzalez, Gasub Llopis, 2005). Understanding
the nature of the outsourced work is the othertmadhat would surely help to reduce
risk. This could be implementing by signing shentrt contracts, demanding up-to-date
documentation about those contracts and also Wwihctistomer’s ability to retain the
skills and competences needed to ensure that ctadd value to profits (Gonzalez,
Gasco and Llopis, 2005).

The most of IT outsourcing risks can be controleatd mitigated by applying and
practicing risk management. Therefore, risk managenm IT outsourcing framework
will be developed to assist organizations in mamggisks in IT outsourcing projects
were found by Aris, Arshad and Mohamed (2008).

2.12 Issues and Challenges in Outsourcing

Some challenges in ICT outsourcing in public sedtorMalaysia were identified.
Although they have a governing body to coordin&ie planning, implementation and
management of government projects for the entitdipgector, there are still a number
of issues and challenges that need be addressefbllews: Inappropriate ICT
Outsourcing, Transfer of Technology (TOT), Poor Dmentation, Vendor Management,
Transparency in Awarding the ICT Outsourcing Progead Specification in Request for
Proposal (RFP) (Arshad, May-lin and Mohamed, 2007).
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2.13 Best Practices in Outsourcing Success

The managers in Sri Lankan firms have given |eagtortance to best practice for
“outsourcing” has been noted by Jayakody and Samjeie(2004) in their research. The
results they have obtained from “The best busimeastices of Sri Lankan firms” are
shown in the table 2.8.

Table 2.8 - The Best Business PracticedsSsi Lankan Firms

Factor Mean SD No. of Rank
variables
Factorl. A bias for action 4.680 1.246 5 1
Factor2. Customer orientation 4.320 1.038 9 3
Factor3. Quality focus 4521 1.307 4 2
Factor4. Relationships with employees 4.029 1.202 5 5
Factor5. Relationships with customers 4.141 1.183 3 4
Factor6. Outsourcing 3.643 1.496 2 6

Source: Jayakody and Sanjeewani (2004)

Information system functions outsourcing found asoaming industry by the market
analysts and the research on “Strategic Intent [TorOutsourcing” was done by
DiRomualdo and Gurbaxani (2001). The findings of msearch strongly establish the
importance of understanding the different typestadtegic intent for IS/IT improvement,
business impact, and commercial exploitation isrthle that outsourcing can play. In
their article it was argued that there is no "oize $its all* approach to IT outsourcing
and each type of strategic intent for IT outsouwyciequires different approaches and
tactics to be realized successfully. In evaluatiig outsourcing opportunities and
structuring relationships, managers for IS andoiginess should remember the primary
requisites for success are consistency, competemeypatibility, and continuity. The
following practices are recommended by them.

Design the outsourcing contract to consistently réfct and reinforce each strategic
intent pursued: The most important finding was that the strategic ibfen outsourcing
must drive the operating philosophy of the reladlip and be reflected in the critical
features of the outsourcing contract. The contragst included contract type, pricing
provisions, reward and penalty mechanisms, perfoceameasures, and non-pricing

provisions. The customer’s and vendor’s relatiopstgenda should be aligned.
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Make sure customer and the outsourcing vendor havime right mix of competencies
and know-how: It is important to test whether the vendor hasdbmpetencies it needs
to deliver what you expect both now and in the feitdror IS improvement, factors such
as economies of scale, technical expertise, anan#®agement processes must be
validated. Business impact requires change managetneipetence and re-engineering
skills as well as process know-how. Commercial exglion demands sales and
marketing prowess, an established customer baskyiable channels of distribution.
The customer of the outsourcing services must enthat it retains an IS organization
with the capabilities required to manage the retethip well. Investments in training and
staff recruitment may be necessary to ensure that rpeople and skills. Key
competencies include IT performance measuremergei¥ices market tracking, project
management, and deal making, negotiation, and icoméisolution. Market expertise,
finance, and licensing-management skills are asgaired if the client intends to exploit

its systems commercially.

Make sure the customer’s organizational culture andvork practices are compatible
with your partner: Outsourcing vendors must be chosen with care, gagarticular
attention to shared objectives and cultural fitr Bosuccessful outsourcing relationship,
the operating styles and cultures of both orgammat client and vendor, must be
compatible at all levels. Managing for results rieegisustained effort by both the client
and the outsourcing vendor. Both parties must dgval mutual understanding of their

work processes and identify critical aspects ofrdiationship.

Enable continuity by designing contracts and relatnships to anticipate change: It

is important to shift in these priorities and taltdlexibility into contracts and alliances

to deal with them. The contract must be flexiblewgh to deal with future changes in
requirements. Set up the relationship structure madagement mechanisms to work
successfully with the outsourcing vendor over glterm period. However the business
and technical objectives for information technolage always difficult to achieve and

the chances of success are greatly increased vitta¢agsc intent is well understood and

the relationship is managed to address theseatngsisues.
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Rajabzadeh, Asghar, Rostamy and Hosseini (2008 Hane a research for an Iranian
Public sector organization and found the effectiaetors of outsourcing software.

Special attention was mentioned in their researcbrnnselecting a software vendor. The
main factors were financial stability, commerciapabilities, reputation and past
experience of the firm, strategic positioning, segjgd cost, quality of provided services,
contractor’s attitudes toward outsourcing, contdst size and same commercial

contracts of contractor.

2.14 Software Outsourcing Theories

“Identify and rank critical issues in IT outsourgi relationships” were rank by
Gottschalk and Solli-Seether (2005) on his resedBelsically 11 management theories
were applied in this research. Theory of core cdempes, resource-based theory, neo-
classical economic theory, transaction cost theoopntractual theory, agency theory,
partnership and alliance theory, relational excleatigeory, stakeholder theory, social
exchange theory and theory of firm boundaries. fEsearch was done using case studies

and survey.

The following theories were diagnosed the relatigmsf the contract using three (3)

theories such as:

= Agency theory To help design the types of contract and refstiips necessary to
provide and support an environment of trust.

» Transaction Cost Economics (TCE) Provider must always look forward to
technological changes which will allow it toprove the quality and number of
services it can provide the user.

*» Resource Based View (RBVW) Tool used to determine the strategic resources
available for the company. (Gottschalk and Soll#&se 2005)
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2.15 Chapter Summary

Identification of software outsourcing in the otltmveloped and developing countries were
mainly noted in this chapter. Background informatia public sector outsourcing projects

and e-Government concept in the other countrie® wkarly recognized to compare with

Sri Lanka.

By reviewing the literature the success factor#urfa factors and best practices in software
outsourcing was identified and categorized. The manzed factors with similar
characteristics were grouped together as the stadg to develop the conceptual framework

based on it.
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CHAPTER 3
RESEARCH DESIGN

3.1 Introduction

This chapter explains and justifies the researcthou®logy of testing the conceptual model
with collected data. Reviewed literature from tlhejter 2 was used to propose a conceptual
framework (figure 3.1 in page 65) for Best Pradider Software Outsourcing Success in
Public Sector Organizations in Sri Lanka. In ortdeachieve the research objectives stated in

the chapter 1 the report comprised the five phgses below:

» Phase 1 Detailed study focused on literature review,

» Phase 2 Develop the research model accordingly, and caisgd success and
failure factors, define best practices as perditee. Introduce Hypothesis for groups
of variables known as factors,

» Phase 3 Data collection through preliminary survey tontig the IT background of
the public organizations. For this purpose questine Annexure 2were distributed
to the head of Information Technology / Chief Inaten Officer / Chief Information
Officer,

» Phase 4 Data collection through the questionnaifeijexure 3 from the system
users,

» Phase 5 Background study on general characteristics dedtify the relationships
between success and failure factors with the dimassof best practices using data

analysis.

This research would consider outsourced (from theall software vendors) specialized
application software packages being used by thdigpabctor organizations in Sri Lanka.
The difference of this specialized application wafte packages was that it would not be
duplicated in another organization in Sri Lankatssr service is unique in the government
sector. The common software such as website impigtien, finger scanning with
attendance system, payroll and accounting systemwmviled by the General Treasury
attached to the Ministry of Finance and Planningravnot considered because those
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packages could not be considered as specializelicappn software systems and most of
those systems are being used for only for the loffate systems. The researcher believes
that when providing front-office services to thebppc only more problems could occur than

a back-office system.

3.2 Conceptual Framework

The conceptual framework shown in Figure 3.1 wak based on the analysis of literature.
In order to select the most relevant variablestésting, a comprehensive review of the
empirical research on success factors and failactofs of outsourcing software was
conducted. This review included 91 published stidiEhe research model illustrates the
success and failure factors that lead to succeesitsburcing. Failure factors are considered
here because most of the variables included imrfaifactors could be mitigate the risks
associated in this process. The researcher has atmenh all the success and failure factors
from the previous researches in public sector drgdéion around the globe as illustrated in
annexure 4This research has taken out each one from thenooniactors and categorized
to carry out the research in Sri Lankan public@ectganizations. The basic structure of this
conceptual research frame differentiates between dlasses of variables such $sope,
Quality, Communication, Time and Cost These five variables finally considered as
outsourcing success. Then the relationship betwegsourcing success and failure factors
with outsourcing success was explored. The modslemabled to identify the best practices

out of five groups of success factors and four gsoaf prevention of failure factors.

The 24 success factors were grouped into Orgaarmii Strategic Management,
Operational, Technical and Client/Provider. Also £8lure factors were grouped in

Resistance, Financial, Risks and Inadequacy.
3.2.1 Success Factors

Organizational — This consists of seven (7) variag$ as follows:

1. Strong top management support and involvement (&lemzGasco and Llopis, 2005;
Mendez, Mendoza and Pérez, 2006; Chow and C&d, Exjabzadeh, Rostamy and
Hosseini, 2008)
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2. Appropriate rewarding systems and incentives (E{pet Fink, 2006; Mendez, Mendoza
and Pérez, 2006; Chow and Cao, 2007)

3. Cooperative organizational culture instead of hidral (Mendez, Mendoza and Pérez,
2006; Chow and Cao, 2007)

4. Establish team work environment and motivate teambers (McConnell, 1997;
Standinget al, 2006; Chow and Cao, 2007)

5. Setting-up penalties (Mendez, Mendoza and PégfH)2

6. Providing necessary training (Chow and Cao, 2007)

7. Promote outsourcing idea to the staff members (&erz Gasco and Llopis ,2005;
Mendez, Mendoza and Pérez, 2006)

Strategic Management - This consists of four (4) vaables as follows:

1. Focusing on vision and a strategic plan inclgdihort-term and long-term goals (Mendez,
Mendoza and Pérez, 2006; Rajabzadeh, Rostamy asgkiig 2008)

2. Development of a multi-annual plan for outsonigaielationship (Mendez, Mendoza and
Pérez, 2006)

3. Outsourcing as an intellectual asset, not omhagter of costs (Mendez, Mendoza and
Pérez, 2006)

4. ldentify overall benefits of outsourcing. (Mead®&endoza and Pérez, 2006)

Operational - This consists of four (4) variables afollows:

1. Keep track on delivery performance of the finaldurat (Mendez, Mendoza and Pérez,
2006; Rajabzadeh, Rostamy and Hosseini, 2008)

2. Strong customer commitment and presence througthe outsourcing life cycle
(Standinget al, 2006; Chow and Cao, 2007)

3. Management control (Mendez, Mendoza and Peffif; Standinget al, 2006;

Chow and Cao, 2007

4. Follow cost management (McConnell, 1997; GorzaBasco and Llopis, 2005; Mendez,
Mendoza and Pérez, 2006)
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Technical - This consists of four (4) variables a®llows:

1. Follow the clear selection criteria with progewolution team (Rajabzadeksghar,
Rostamy and Hosseini, 2008)

2. Proper documentation with coding standards (CanevCao, 2007)

3. System integration testing on site. (Chow and,2807)

4. Keeping a high innovative capacity regardinyiserand

Technological advantages (McConnell, 1997; Mentendoza and Pérez, 2006)

Client/Provider - This consists of five (5) variabés as follows:

1. Selecting the right provider (McConnell, 199@irfZalez, Gasco and Llopis, 2005)

2. Maintain client-provider relationship, confidenand cooperation (Gonzalez, Gasco and
Llopis, 2005; Mendez, Mendoza and Pérez, 2006; ClrmidvCao, 2007 )

3. Provider’s understanding of clients’ objectiyggConnell, 1997; Gonzalez, Gasco and
Llopis, 2005; Elpez and Fink, 2006, Chow and C&®72

4. Periodical progress meetings (McConnell, 1999 £alez, Gasco and Llopis, 2005;
Mendez, Mendoza and Pérez, 2006; Chow and Cao) 2007

5. Setting penalties and developing incentives (@éenMendoza and Pérez, 2006)

3.2.2 Failure Factors

Resistance — This consists of five (5) variables fdlows:

1. Employee’s resistance to change (Arshad, Mayand Mohamed, 2007; Chow and Cao,
2007; Rajabzadeh, Asghar, Rostamy and Hosseing)200
2. Lack of team work (Chow and Cao, 2007)
3. Lack of necessary skilled people (Gonzalez, Gasd Llopis, 2005; Suvillivan and
Ngwenyama, 2005; Chow and Cao, 2007; RajabzadedtaRy and Hosseini, 2008)
4. Lack of customer presence (Chow and Cao, 2007)
5. Sudden loss of IT expertise and critical sKsllivan and Ngwenyama, 2005; Arshad,
May-Lin and Mohamed, 2007)
6. Loss of innovative capacity (Méndez, MendozaRérkz, 2006)
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Financial - This consists of four (4) variables a®llows:

1. Additional hidden costs of ensuring compliangsgotiation, and litigation (Rouse and
Corbitt, 2003)

2. Cost of delayed delivery/non-delivery (Gotts&ahd Solli-Saether, 2005)

3. Unexpected transition and management costs&ulhnd Ngwenyama, 2005)

4. Loss due to disasters and recovery costs (8aliand Ngwenyama, 2005)

Risks - This consists of six (6) variables as folks:

1. Governmental rules and regulatigRajabzadeh, #ghar Rostamy and Hosseini, 2008)
2. Vendors or outsourcer’s lack of experience (@l and Ngwenyama, 2005)

3. Hidden costs in outsourcing contract risk (AgsHday-Lin and Mohamed, 2007)

4. The provider does not comply with the contr¥@dq, 2002; Gonzalez, Gasco and Llopis,
2005; Arshad, May-Lin and Mohamed, 2007; Han ldondng, 2007)

5. Security issues (Yeo, 2002; Gonzalez, Gasco Ldmpis, 2005; Arshad, May-Lin and
Mohamed, 2007; Hanand Huang, 2007)

6. Lack of legacy and new system integration risisfiad, May-Lin and Mohamed, 2007)

Inadequacy - This consists of six (6) variables dsllows:

1. Lack of project management capabilities (Suvillivemd Ngwenyama, 2005; Chow and
Cao, 2007; Han and Huang, 2007)

2. Poor project scope (Yeo, 2002; Gonzalez, Gasdd_topis, 2005; Méndez, Mendoza and
Pérez, 2006; Chow and Cao, 2007)

3. Lack of organizational learning (Méndez, Mendexal Pérez, 2006; Han and Huang,
2007)

4. Outdated technological tools (Méndez, MendozhRérez, 2006)

5. Control/area/size/time of project (Rajabzadetgtfar, Rostamy and Hosseini, 2008)

6. Low quality of outputs (Rajabzadeh, Asghar, Bost and Hosseini, 2008)
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3.2.3 Best Practices

The dimensions included in the Best Practices hosvs in table 3.3 as ‘Factors’. These
measurements were selected by the researcher ses wWeye more appropriate for the Sri
Lankan public sector organizations when outsoureipglication software. Since all of the
manual systems are replaced by the outsourced d¢engmd systems the outsourced
application software would be according to the usquirement (scope), errors and bugs free
with user friendly (quality), having proper intet@n among stake holders (communication),

for reasonable value (cost) and timely install@d€) product.

Scope- Meeting all requirements and objectives (Chow @ao, 2007; Rajabzadeh,
Rostamy and Hosseini, 2008).

Quiality - Delivering good product or project outcome (Chowl &ao, 2007; Rajabzadeh,
Rostamy and Hosseini, 2008).

Communication - Strong communication channels between client/peavahd also among
the project team members with the other employaethé customer’s organization (Lin,
Pervan and McDermid, 2007; Rajabzadeh, RostamyHasdeini, 2008).

Cost - Delivering within estimated cost and effort.(ChowdaCao, 2007; Rajabzadeh,
Rostamy and Hosseini, 2008).

Time - Delivering on time. (Chow and Cao, 2007; Rajabzadebstamy and Hosseini,
2008).
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Figure 3.1 - The Conceptual Framework for this Resrch
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3.3 Hypothesis

Based on the conceptual model the similar charatitewariables are grouped together and

hypotheses were introduced for those groups kn@adadors.

Hypothesis 1

Organizational factors are positively associatetth woftware outsourcing success.
Hypothesis 2

Strategic Management factors are positively assedtiaith software outsourcing success.
Hypothesis 3

Operational factors are positively associated wiftware outsourcing success.
Hypothesis 4

Technical factors are positively associated witltv&re outsourcing success.

Hypothesis 5

Client/Provider factors are positively associatethsoftware outsourcing success.
Hypothesis 6

Prevention of Resistance factors is positively eiséed with software outsourcing success.
Hypothesis 7

Prevention of Financial factors is positivalysociated with software outsourcing success.
Hypothesis 8

Prevention of Risk factors is positivedgsociated with software outsourcing success.
Hypothesis 9

Prevention of Inadequacy factors is positivebgociated with software outsourcing success.

3.4 Survey Procedure - Data Collection
The data was collected during the period fromQstiober to 31st December 2010. Data

collecting approach was quantitative analytical hndt The participants were assured of

confidentiality of their personal and organizatibiméormation.

3.4.1 Population
The target population for this research was alldeeaf Information Technology, Chief
Innovation Officers, project members and those wiswse using the outsourcing software

applications in public sector organizations in Sanka. The first task was to find out the
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public organizations that have outsourced developro€ their application software. Since
this type of data is not freely available from quiace the researcher had to go through all the
official websites of the government of Sri LankadaGovernment Information Centre
website (GIC, T October 2010). The contact details of all 45 niités attached to the Sri
Lankan government (As at'1October 2010) were found from those two web sifée
researcher had to send questionnaires (annexureh tsecretaries of the ministries to find
out the outsourced software packages of their oisjgeinstitutions. Most of the websites
had given a contact person and the letters wenessled with attention to them. Expecting a
satisfied response, the covering letter and salfested stamp envelope were attached with
it. The response was very slow and follow-up phoakks were made after two-three weeks
of posting. However most of these ministries do Imte a separate information technology
division/section/unit and therefore the researdieat to contact Heads of Administration or
Planning Division. Some of them were not aware wtsourcing software and others have
standard payroll and accounting packages which weogided by the General Treasury
attached to Ministry of Finance and Planning. Finainly five ministries responded. Out of
them only two ministries had outsourced softwargtesys and the other three (3) gave their

contact details of the institutions under them.

Since only two organizations were not enough ferrégsearch the researcher had to find all
the institutions such as departments, statutoryrdspaprovincial councils, authorities,
commissions, public offices and public companieden®5 ministries through their websites
given in GIC website (GIC, *1October 2010). For this study only 106 organizatio
including ministries, departments, statutory boardathorities and commissions were
consideredTo find out the organizations that had outsouradtivare the researcher sent e-
mails to all 106 organizations but only 6 organmas responded. Since the response was
slow, the researcher personally made telephone talthe organizations and reminded to
answer the e-mails. From them only 14 organizatarsvered and agreed to participate for
the research. However according to their data 18&em users were using outsourced
systems in their respective organizations. Singeessystems were not fully implemented
and a very few handed over to the users, the r&serahad to be satisfied with that amount.
This amount was considered as the population ®rdésearch. It was found that only one

organization is doing offshore outsourcing and @swnot taken for consideration as this
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research is mainly considering onshore (local saféwproviders) outsourcing as mentioned

in the start of this chapter.

Depending on the requirement, the institutions batsourced or had being outsourcing
different systems. As mentioned in Chapter 1- bhiidion in this research, the year 2002
was a significant year for the Government Officegarding Information Technology.

Therefore, the researcher has considered only gbheiadized software systems that were

outsourced after the year 2002.

3.4.2 Sample Selection

The sample was considered as the 20% of the populakhis percentage was identified
after reviewing similar researches in other coestr{Gonzalezet al 2005). Thus 336
individuals from outsourcing organization partidgé in the research. Random sampling

technique was used to distribute the questionnaire.

Most of the CIOs were very supportive but some wetectant to participate as they were

busy with work.

3.4.3. Data Collection
Data collection was handled by formal interviewshvlead of IT/CIO questionnaire to the

users were distributed.

3.4.3.1 Interviews

Interviews were carried out with heads of IT/CIOgather data of IT environment in their

organization. These lasted 1 — 1 1/2 hours. Aparhfthe interviews, e-mails and telephone
conversations were also had with them. This wa® dath heads of IT/CIO because they are
the most knowledgeable persons in the organizationtsourcing projects, and should also
have sufficient ability and information to assessiaus aspects of outsourcing deals. The
previous researches have also identified this oayegs the key Information category of the
study (Wang, 2002). Therefore without their supptinte research could not be handled

further. The researcher has taken a note of tlaekdround, organization and projects.
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3.4.3.2 Questionnaire Design

The questionnaire was designed to obtain a compsale view of software outsourcing
practices in Sri Lanka. Three types of questiomsawere distributed and all of those are
given in the appendix.

Before handing over to the system users, all ttypes of questionnaires were gone through
by the Head of IT and five other users. The abawestionnaire was helpful to collect both
primary and secondary data.

Questionnaire 1 @Annexure 1) — This was designed for the head of the Adminigtrat
(Secretary to the Ministry) in ministries attachedthe Sri Lankan government (Mailed
before the change of the ministries — as’aflOctober).

Questionnaire 2(Annexure 2 — This was designed for the head of IT or CIO ia plublic
organizations. IT background of the organizationswédentified from this. Usage of
outsourcing software was also identified as a peeage. This was also helpful to identify the

number of users in their organizations to hand tvemqquestionnaire 3.

Questionnaire 3 Annexure 3 - This questionnaire was based on a conceptual fraonk

of this research. The factors were selected byrésearcher according to the Sri Lankan
context. Basically three main purposes would bparded from this questionnaire. It was to
get the feed back for the pre-identified succes#ofa, failure factors and the best practices
from the system users in public sector organizatiohhe success and failure factors
consisted of nine main categories with five-poinkelt Scale questions from “strongly
disagree” to “strongly agree” as shown in table JHis was distributed among 20% of the

population.
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Table 3.4 - Likert Scale for Success and Failure \fmbles

Scale Score
Strongly disagree 1
Disagree 2
Moderate 3
Agree 4
Strongly agree 5

Final part was the “Best Practices” and five scalese given as in table 3.5 to measure it. In

addition, three open-ended summary questions vese. u

Table 3.5 - Likert Scale for Best Practices

Scale Score
Not Important 1
Less Important 2
Moderate 3
Important 4
Very Important 5

3.5 Data Analysis Techniques

There were three questionnaires to consider fa daalysis. While the questionnaire 1 was
given to ministries to gather information of thattached organizations, questionnaire 2 was
distributed to find out the background informatiohoutsourcing and the questionnaire 3

was mainly designed for the conceptual frame wértk® research.

Questionnaire 1— This was not taken for any analysis work spgcidbne as piliminary
servey of identification of offices under the miniss in Sri Lankan government and their
background of outsourcing systems.

Questionnaire 2 -Descriptive Frequency Analysis was used to anadysk MS-Excel was
used to draw the graphs.
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Questionnaire 3- There were altogether nine groups of succedsriaand failure factors
which were used for hypotheses. The five of sucéastors are: (1) Organizational, (2)
Strategic Management, (3) Operational (4) Techr{igpClient/Provider and the 4 groups of
failure factors are. (6) Resistan@@ Financial (8) Risks (9) Inadequacy. 47 variablere
attached to the above mentioned nine groups. OeseiAnalysis tool was used to find out
the percentage of each scale and average numbesminse was considered to check the
hypothesis in each grouRelationship between each factor will be testechwite “Best
Practices” dimensions such as a) scope b) qualigommunication d) cost e) time. The

significance of the relationship was checksthg Pearson’s correlation.

SPSS (Statistical Package for Social Science) fioiddyvs (version 13) was used to analyze

the data collected.
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3.6 Chapter Summary

This chapter mainly focused on research methodoloiggonducting the research. The
hypotheses were identified according to the liteatBased on the conceptual framework

the questionnaire was designed accordingly to ciotlata.

The process of gathering the data faced many diffes and took a much longer time than
had initially been planned. Finding the public origations attached to each ministries took
time and most of them were very busy as they halduféled the cabinet ministers and the
budget. All these took a long time to respond. Mahyhem failed to respond even though

the researcher had given several follow-up, telaphaalls.

Depending upon the responding rate the sample ef@sted from the population of all
outsourced systems users from the public sect@nazgtion. The data analysis was done

according to respondents out of the sample.

. H1 H6 .
Organizational Resistance
: H2 v v H7
Strategic Mgt. | B : -
> < Financial
Outsourcing
) H3 | Success
Operational q
A .
A A y A R|Sks
: H8
Technical H4
. . H9
Client/Provider H5 Inadequac

Figure 3.2 — Summary of Analysis
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CHAPTER 4
SURVEY RESULTS

4.1 Introduction

There are two sets of data to be analyzed accotditige results of the questionnaires.
» Data set 1:This data contains the response of the Headsfoifmation Technology
(IT) / Chief Innovation Officers (CIO) responded this questionnaire was attached
in the annexure 2 This will be analyzed unde®.2 — Information Technology

Background of the Organizations” of this chapter.

» Data set 2: System users responded for this questionnairehsthinannexure 3
This is analyzed undef4.3 - Detailed study on the Outsourced Software

Projects” of this chapter.

4.2 Information Technology Background of the Orgarzations

Information Technology Background information sueh outsourced Information Systems
(IS) / Information Technology (IT) services in Baarganization, reasons to outsourced, the
number of projects outsourced and method of tenalarded - Information and
Communication Technology Agency (ICTA) vs directlwie discussed. These data will help
to identify the background of the software projétence this information was gathered from
the heads of IT in fourteen (14) organizations thave responded for the questionnaire

(annexure 2) and fed into a separate SPSS dataset.

4.2.1 Response to the Research

As noted in chapter 3 the total population for tieisearch was one thousand six hundred and
eighty (1680). Out of the total population, 20%tlo¢ sample was three hundred and thirty
six (336). 20% of the users were calculated byirtkdeszidual organizations. There were two

hundred and twelve (212) officers who had respondbdreas hundred and twenty four

73



(124) had not responded. Finally 63% of the respamate from the sample was taken to
continue the research. The table 4.1 shows the euarid percentage of respondents.

Table 4.1 - Response to the Research

Category Number of Percentage of
Respondents Respondents (%)
Responded 212 63
Not responded 124 37
Total 336 100

Source - Survey data

The figure 4.1 illustrates the response to thearesein a pie chart. It is clearly figured out
that more than 50% of the sample has responddukteesearch.

O Not responded
B Responded

Figure 4.1 - Response to the Research
Source - Survey data

4.2.2 Outsourced IS/IT Services

While going through the literature and accordingthe researcher’'s experience it was
noticed that there are many IS/IT services beingauced by the public organizations. The
table 4.2 shows the percentage of outsourcing @svin each organization that has
responded to the questionnaire. According to the, dgpplication software development /
customization, end-user support and database/seftmaintenance have outsourced 100%
by all the 14 organizations. Only 50% of the orgations have outsourced their e-commerce

web site development which is the lowest outsoussgdice among the 14 organizations.
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Table 4.2 - Outsourced IS/IT Services

IS/IT Service Percentage of
outsourcing
%
Database/Software maintenance 100.0
Application software development/customization 000.
End-user support 100.0
Staff and end-user training 92.9
Database Creation 92.9
System integration 85.7
E-commerce website development 50.0

Source - Survey data

4.2.3 Reasons to Outsource

Outsourcing is done due to different reasons (@ele ¢4.3). Considering the mean value, the
highest mean value is 7.79 for “Quality and Religii The expectation of the above
highest mean value describes that final softwaoelyct would be a software without any
trouble, user friendly, less software bugs and wigveloped high industry standards. The
second highest is “New Technology” which has a mealne of 7.50. Since the heads of
IT/CIOs need to go in for the new technology witieit innovative ideas, with their
qualifications, experience and the requirement llais been given priority. The equal mean
value is given for “Customer Satisfaction” and “&ss to State-of-the-art Technology”
while the lowest was given for “Allows major capiexpenditure avoidance”. Also it is
noticeable that the cost factor is not a considertztor for reason to outsource. The result
of this shows the responses are interested abewjuality of the product and do not depend

on the cost factor.
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Table 4.3 — Reasons to Outsource

Reason Mean Rank
Quality and Reliabilit 7.7¢ 1
New Technolog) 7.5C 2
Customer Satisfactic 7.21 3
Access to Sta-of-the-art Technolog 7.21 3
Organization’s Strategic Go 7.0C 4
Focus on Core Activiti¢ 6.57 5
Need for IT Expertis 6.1 6
Reducing the burden of Legacy Systi 5.71 7
Competitive Advantag 5.4% 8
Low Cos 5.21 9
Allows major capital expenditure avoida 4.5(C 10

Source- Survey data

4.2.4 Information of the Software Projects

Here the researcher considered all modules basexbftware projects handled by the 14
organizations during the year 2002-2010. There weérgy (30) projects which were
included for the survey and the results are giveow. As stated in chapter 3 the researcher
mainly concentrated on the major software systefrther organizations. Here it includes
the analyzed data relevant to the method of théeteawarded, the project progress and the

project status.

4.2.4.1 Method of Tender awarded — ICTA vs Direct

When taking the sample of this research, twentgeh(23) out of thirty (30) projects had

outsourced their software directly through the eesipe organizations. The rest of the
projects had consulted ICTA and project coordirgatimork was totally done by them.

However when the researcher was interviewing tlefef IT/CIOs it was found that the

difficulties are more when it is directly outsoudo@ithout any consultation. The risk is very
much high and the difficulty of handling the soft@avendors in Sri Lanka is not an easy
task. However the process is changed if those esffitave suitable IT qualified heads of
IT/CIO.
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The table 4.4 shows a percentage of 76.7% offeredtdenders and only 23.3% through
ICTA.

Table 4.4 -Methods of Tenders Awarding

Method Number of Projects Percentage (%)
Direct 23 76.7
ICTA 7 23.3
Total 30 100.0

Source - Survey data

According to the figure 4.2 shows that the diragisourcing projects are more in the sample
of this study and they would be the people wholyesed the best practices of outsourcing
as they handle their projects without consultirigied party.

o Direct
OICTA

Direct, 76.7

Figure 4.2 -Methods of Tender Awarding
Source - Survey data

4.2.4.2 Progress of Outsourcing Projects

The response of the 30 projects had different ptgjgatus such as “completed”, “test run”
and under “developing stage” as af'3f December 2010. Table 4.5 shows that 70% of the
projects have been “completed” and 13.3% are ptlyseioing their “test run” of the
software system and only 5% is under the “develp@tage”. The pilot projects are also

included here as completed projects.
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Table 4.5 -Progress of Outsourced Projects

Status Number of Projects Percentage (%)
Completed 21 70.0
Test Run 4 13.3
Developing Stage 5 16.7
Total 30 100.0

Source - Survey data

The figure 4.3 illustrates a pie chart of the cep@nding results of table 4.5. It is noted that
more than 50% of the sample is containing complptegects as at the last date of the

survey. Very few numbers of projects are under bpieg stage and test run.

Deweloping Stage
17% \
TestRun @ Completed
0,
13% B Test Run
O Deweloping Stage

Completed
70%

Figure 4.3 -Progress of Outsourced Projects
Source - Survey data

4.2.4.3 Status of Outsourced Software Projects

The table 4.6 shows the project status of the so#wprojects in 14 organizations. There are
66.7% projects which are successful and 16.6% tdkensdeveloping stage. Only 3.3% of
failure projects are included in the sample andl%3is partially failed. However according
to the table 4.6 this research covers the expegiehall the project status such as “success”,

“failure”, “partial failure” and projects in “deveping stage”.
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Table 4.6 -Status of Outsourced Software Projects

Status Number of Projects Percentage (%)

Success 20 66.7

Developing 5 16.6

Partial failure 4 13.4

Failure 1 3.3

Total 30 100.0

Source - Survey data
Developing
17%
Partial failure B Success
13% | Failure
0 Partial failure
Failur SUCCESS m Developing
3% 67%

Figure 4.4 - Status of Outsourced Software Projects
Source - Survey data

4.3 Detailed study on the Outsourced Software Propes

This questionnaireAnnexure was distributed randomly among the system usepiblic
sector organizations and only in the head office€alombo. This data set is different to the
above discussed data set under the heading 4.@ 8ie researcher wants to find out the
correct image of the software outsourcing in theliplisector organizations in Sri Lanka, this
was done among the system users attached to thgaeizations. However in the reviewed
literature all the researches were based of thersvief heads of IT but not the views of

systems users.
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Reliability of variables

The research questionnaires were developed byesearcher by using identified success
and failure variables from the summarized data ftbhmliterature Annexure 3% Since the
non-availability of standardized questionnaires tfog relevant variables, the questionnaire
was distributed for 5 sample respondents and fewlifilnations were done accordingly.
After the minor modifications the final questionma distributed among the users. The
reliability of the variables were tested with Cranh’s Alpha Coefficient in the statistical
package SPSS (Statistical Package for Social Sgjefite SPSS outputs displayed below
clearly shows the reliability of the variables. Wiht@e coefficient value is closer to value ‘1’
is preferable (Arshad, May-Lin and Mohamed, 2008ngalez, Gascoy and Juanz, 2008).
According to the table 4.7 shows that all the ftfty (52) variables are having 0.908 and it is

very much closer to ‘1’.

Table 4.7 - Reliability Test

Item Number of variables | Cronbach’s Alpha

All 52 0.908
Success 24 0.844

Failure 23 0.865

Best Practice Dimensions 5 0.580 appox 0.60

Source - Source - SPSS computation of source data

4.3.1 Respondents Category in Organizations

The system users can be in different categories asctop, middle and non-management.
Anyone who uses the software system is analyzesl hEstaff is also included for this. The

results are shown in table 4.8 and it shows th&b 51 the respondents were attached to the
middle management and they were the main usengeofystem. The other main users are
non-management with around 45% of the respondedtawvever the top management was
only 4.2% and the research would not consider nwrcthis category as they hardly use the
system. Also the middle management is mostly insdlthrough the outsourcing procedure

and they are the category who is very much familidin the outsourcing process.
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Table 4.8 - Respondent Categorin Organizations

Employee Category Number of Percentage %
Respondents
Top Management 9 4.2
Middle Management 107 50.5
Non-management 96 45.3
Total 212 100.0

Source - Survey data

45%

| Top Management
m Middle Management

@ Non-management

Figure 4.5 - Respondent Category in Organizations

Source - Survey data

4.3.2 Role of the Respondents in Outsourcing Projec

The project team attached to the software outsognaioject has different duties and roles in

a project. In some cases the respondents of théareh could not be attached to one of the

roles stated in the table 4.9. The table 4.9 shbats46.7% of the users were not involved in

the project team but finally they became the systms@rs. This may lead to mislead the

requirement of the automation. However 34.4 % efrttwere members of the project team.

A very low percentage of 5.7% participated in thistesm testing role.

Table 4.9 - Role of Respondents in Outsourcing Pregt

Role Number of Percentage of
users users (%)

Member of the project team 73 34.40
Participated only in requirement gathering stage 23 10.80
Participated only in system testing stage 12 5.70
Only a system user in final product 99 46.70
Other 5 2.40
Total 212 100.00

Source - Survey data

81




@ Member of the project team

O Participated only in requirement
gathering stage

@ Participated only in system testing
stage

B Only a system user in final product|

@ Other

Figure 4.6 - Role of Respondents in Outsourcing Pyect
Source - Survey data

4.3.3 Identifying the Success Factors

As described in Chapter 3 there are five succegsriaidentified along with the variables
from the Literature. Answers were based on theL8nkan context. The individual system
users were asked to evaluate with Likert value betwl and 5 the factors determining
outsourcing success. Starting from “Strongly Disagito “Strongly Agree” each factor was

categorized. All the details were attached in theexure.

SD — Strongly Disagree D - Disagree M - Miade
A - Agree SA — Strongly Agree

4.3.3.1 Organizational Factors

The table 4.10 shows the seven variables of orgtaiml factors along with its mean
valuesThe variables were ranked depending on the mearevallhe highest rank of the
mean value 4.08 is for “Providing necessary trgnio employees and mangers in
customer’s organization”. Thus it shows that propaining is very much essential for
success of software projects. When carrying caistirvey the researcher noticed that public
sector employees who use systems are not veryidgamiith the Information Technology
(IT) and the management should provide them praémening from reputed institutes in

future. “Establish team work environment and mdgvéeam members” have the second
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highest mean value of 4.07. Without a team effety project could not be succeed.
Therefore building a team work environment withive toffice is needed very much. The
“Strong top management’s support and involvemesitfaink in the 8 place. Lack of top
management support and their involvement are nmgbslems for a project. Therefore the
respondents have given their consideration fof hie 4" 5" and &' ranked were “Promote
outsourcing idea to the staff members in customesiganization”, “Cooperative
organizational culture instead of hierarchal” améippropriate rewarding systems and
incentives” respectively. Those variables wereimgortant for the respondents compared to
the first three variables. However the “Settingpgmalties on outsourcing vendors” is having
the least mean value of 3.48. This shows thateaBpandents are not concerned of what they
are getting back for working the systems succels.last column shows the average value

for “Organizational Factors” as 3.79.

Table 4.10 - Summary of Response on Organizationgactors

Variable Mean Rank
Providing necessary training to employees and marsge 4.08 1
Establish team work environment and motivate tearambers 4.07 2
Stron¢ top management’s support and involver 3.9t 3
Promote outsourcing idea to the staff members stocner’s organizatic 3.72 4
Cooperative organizational culture instead of hidra 3.6¢€ 5
Appropriate rewarding systems and incent 3.5t 6
Settin¢-up penalties on outsourcing venc 3.4¢ 7
Average 3.79

Source - Survey data

As per the table 4.10, mean values of “Providingessary training to employees and
mangers” and “Establish team work environmend amotivate team members” closer to
maximum mean value of 5. This shows that the ntgjoff the respondents were “strongly
agree” or “agree” with these two variables whermpare to the other variables in

organizational factors.
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4.3.3.2 Strategic Management Factors

Four variables are attached to “Strategic Managémactors” and the table 4.11 shows the
mean values and corresponding ranks. Highest maae of 3.90 is for “Focusing on vision
and strategic plan including short-term and longatgoals” To implement the IT plan in
the organizations it should be worked parallel with organization’s vision and the strategy.
Therefore the majority of the respondents haveawrsed for it. The % highest mean value
is for “Identify overall benefits of outsourcingThis shows that though the organizations
have automated their activities and outsourcing d@se the normal system users should
also be aware of the overall benefit of it. If tHeyow this better it would be a positive factor
for this kind of projects. Least mean value of 3\88s given for “Outsourcing as an

intellectual asset, not only a matter of costs” wasmuch interested by the respondents.

Table 4.11 - Summary of Response on Strategic Managent Factors

Variables Mean | Rank
Focusing on vision and strate plan including sho-term and lon-term goal 3.9 1
Identify overall benefits of outsourci 3.82 2
Development of a mu-annual plan for outsourcing relationsk 3.7 3
Outsourcing as an intellectual asset, not only tienaf cost 3.3¢ 4
Average 3.70

Source - Survey data

The first 3 mean values are greater than the ageragan value of strategic
management factors. It is also noticeable thateldgwvnent of a multi-annual plan for

outsourcing relationship is equal to average vafug 70.

4.3.3.3 Operational Factors

The Operational Factors are having four variabfesording to the table 4.12 the highest
mean value of 3.95 for ‘Proper Management contiidlis shows that the managers would be
lead to success the outsourcing project. THead & positions are given for “Strong
customer commitment and presence through out ttsoorcing life cycle” and “Keep track
on delivery performance of the final product”. Sinthese two mean values are very much
closed to each other. It is understandable thatctletomer’s involvement is very much

needful to have a proper final product. Althoughewlhe product is installed and ready to
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use there could be a lot of mismatching of the irequent and it would be caused to delay

the projects.

Table 4.12 - Summary of Response on Operational Racs

Variables Mean | Rank
Propermanagement contr 3.9¢ 1
Strong customer commitment and presence througthewutsourcing life cyc 3.8t 2
Keep track on delivery performance of the finalguo 3.8¢ 3
Follow most management rule 3.61 4
Average 3.82

Source - Survey data

Mean values ofproper management control, Strong customer commitraad presence
through out the outsourcing life cycle and keegkron delivery performance of the final

product are greater than the average mean valopesétional factors.

4.3.3.4 TechnicaFactors

Technical Factors are applied for the system udeestly and the variables are shown in
table 4.13. There are 4 variables for technicatofac Out of all the variables “Proper
documentation with coding standards” has the highe=an value of 4.04. This would be
really affected when there are changes of the staffnber in the software provider’'s or
customer’s side. The new staff members would hawablems with the coding system.
“System integration testing on site” is having ﬂ’iéhighest mean value of 4.03. This shows
that if there is more than one sub module and dfftevare vendors are from different parties
the integration is impossible in different locasoMherefore the respondents have noted on
it.

Table 4.13 - Summary of Response on Technical Facto

Variables Mean Rank
Proper documentation with coding standards 4.04 1
System integration testing on site 4.03 2
Follow the cleaselection criteri 3.9C 3
Keeping a high innovative capacity regarding senand technologic: 3.8t 4
advantages
Average 3.95

Source - Survey data
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Table 4.13 shows the mean values of proper doctatiem with coding standards and
system integration testing on site are much claseraximum mean value of 5. However the

other two variables are having mean values lesser the average value of 3.95.

4.3.3.5 Client/ProviderFactors

Summary of the “Client/Provider” factors are shoinntable 4.14. The main parties in the
software project are the client and the providere variables are attached to Client/provider
factors. The highest mean value of 4.24 is given“Ryovider's understanding of clients
objectives”. This describes that if the final protlis not according to the requirement the
project would be a total failure. Théthighest mean value of 4.05 is given for “Periotica
progress meetings”. Having progress meetings tbegrmembers could be easily discussed
all the problems of the both parties and find tlmeppr solutions for it. “Client-Provider
Relationship”, “Confidence and Cooperation” and|é&8&ng a right provider” is having the
same rank. The least mean value of 3.47 is fortitf®epenalties and developing incentives”.

This shows the majority is not concerned about ipesaand intensives.

Table 4.14 - Summary of Response on Client/Providdfactors

Variables Mean Rank
Provider’'s understanding of clients’ objectives 4.24 1
Periodical progress meetings 4.05 2
Maintain Client-Provider Relationship with Confidere and Cooperation 4.03 3
Selecting a right provider 4.03 3
Setting penalties and developing incent 3.4% 4
Average 3.9¢

Source - Survey data

According to the table 4.14 mean values of provedanderstanding of clients’ objectives,
periodical progress meetings maintain client-previdelationship with confidence and
cooperation and selecting right provider varialdes closer to maximum mean value of 5

and this is the only factor that is having more benof variables closer to maximum mean.
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Summary of Succes§actors

The table 4.15 shows the summary of response éosubcess factors with their mean values.
It can be noticed that out of the all five sucdassors, “Client / Provider Factors” are having
the highest mean value of 3.96 and also a very iitapb factor to lead the software
outsourcing success. Th&%2highest mean value shows in “Technical Factors” leaving
the highest mean value of 3.95 and it is undersialedthe new technology plays a vital role
in software outsourcing. All the operational maiteelated variables are discussing in
“Operational Factors”. The lowest mean value oD3s7for “Strategic Management Factors”

which is not a very much important for the systersers.

Table 4.15 - Summary of Success Factors

Success Factor Mean Rank
Client/Provider Factors 3.9¢ 1
Technical Factors 3.9t 2
Operational Factors 3.82 3
Organizational Facto 3.7¢ 4
Strategic Management Factors 3.7C 5

Source - Survey data

4.3.4 ldentifying the Failure Factors

Similarly as in the success factors, failure fastare also described in Chapter 3. The
respondents were evaluated with Likert values betwe and 5. There are five identified
failure factors such as Resistance, Financial, Raskl Inadequacy factors. Similar

characteristic variables are grouped together.

SD — Strongly Disagree D - Disagree Moderate
A - Agree SA — Strongly Agree

4.3.4.1 Resistance Factors

There are 6 variables for the Resistance factaidabie 4.16 gives the mean values and rank
according to the mean value. Here the variablesategorized together as these variables
tend to fail the projects very often. However agegiin the table the respondents have given

the highest mean value for “Lack of team work”. Aave a successful project the work is
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very much helpful. Finally any project would not beccess without a team sprit. THE 2
highest mean value is for “Lack of necessary skifeople”. When considering in Sri Lanka
the most of the customer’s are not very much satiskith the software providers as they do
not have proper staff. In public organizations aleed to have skilled people to handle the
software project. “Employee’s resistance to chanfjajss of innovative capacity”, “Lack of
customer presence” and “Sudden loss of IT expedsl critical skills” are having the mean
values of 3.65, 3.62, 3.57 and 3.48 respectively.

Table 4.16 - Summary of Response on Resistance Fast

Variables Mean Rank

Lack of team wor 3.87 1
Lack of necessary skilled peo 3.7t 2
Employee’s resistance to cha 3.6t 3
Loss of innovative capac 3.62 4
Lack of computer literac 3.517 5
Sudden loss of IT expertise and critical s 3.4¢ 6
Average 3.66

Source - Survey data
4.3.4.2 Finacial Factors

The table 4.17 shows four variables included im&Rcial Factors” and its mean values. The
highest mean value is 3.61 for “Cost of delayedvdey / non-delivery”. This is because the
vendor is providing only a few parts of items oméiand others may be late or some times
not delivered at all. In these cases the custoradrtb wait for a period of time for non-
delivery problems are critical in the public sectdihe 2 highest mean value is for
“Additional hidden costs of ensuring compliancegatgation, and litigation”. If the project
management team is not aware about all expensesdieg the project this type of cost
involvement would be possible to cause many problerherefore feasibility study is very
important and it is very necessary that all theunexgl items should be budgeted before the
project starts. All these problems tend to theufailor partially failure of the projects. The
least mean value is for “Loss due to disasters r@gedvery costs”. Since the Sri Lankan
public sector organizations are having the newlglamented systems and most of them are

under warranty the respondents are not having gpgreence on disaster recovery systems.
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Table 4.17 - Summary of Response on Finacial Factr

Variables Mean Rank
Cost of delayed delivery / n-delivery 3.61 1
Additional hidden costs of ensuring compliance,atigion, and 3.5¢ 2
litigation
Unexpected transition and management ¢ 3.4¢ 3
Loss due to disasters ancovery cost 3.4z 4
Average 3.51

Source - Survey data

4.3.4.3 Risks Factors

A total of seven variables are attached to rishtdia as shown in table 4.18. “Vendors or
outsourcer’s lack of experience” is having the bgthmean value of 3.87. The lowest risk
factor is identified as “Government rules and ragohs”. This may be because in Sri Lanka
the government is motivating for e-Government anesently they have not declared any

objections to software projects. Identifying theis&s the organization could plan to mitigate

or minimize these risks before it gets worse.

Table 4.18 - Summary of Response on Risk Factors

Variable Mean Rank

Vendors or outsourcer’s lack of experier 3.81 1
The provider does not comply with the cont 3.8t 2
Lack of legacy and new system integration r 3.7 3
Loss of IT expertis 3.6 4
Security issue 3.5¢€ 5
Hidden costs in outsourcing contract ri 3.5t 6
Governmental rules and regulati 3.5 7
Average 3.66

Source - Survey data
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4.3.4.4 Inadequcy Factors

Inadequacy Factors include six variables as showalle 4.19. Here all the variables related
to weaknesses of the final out come of the pragbeen discussed. “Outdated technological
tools” would be a project failure and the respongldrave given highest mean value for it.

The lowest mean value is for the “Control/arealsine of project “.

Table 4.19 - Summary of Response on Inadequcy Facso

Variable Mean Rank

Outdated technological tools 4.09 1
Low quality of outputs 4.06 2
Poor project scoj 3.92 3
Lack of project management capabilities 3.8¢ 4
Lack of organizational learning 3.6¢€ 5
Control/arealsize/time of project 3.6t 6
Average 3.87

Source - Survey data

Table 4.19 shows mean values of outdated techrealbgiols and low quality of outputs are
much closer to maximum mean value of 5. This shthas the majority of the respondents
were agree with the first and second variable. Tawables out of the other variables are

greater than average value of inadequacy and tes two are less than the average.
Summary of Failure Factors

The table 4.20 gives the summary of response infolure factors. Since the total outcome
is discussing in “Inadequacy Factors”, the respatedldave given the highest mean value.
Then the failure factors of “Risk Factors”, “Reaiste Factors” and “Finacial Factors” are
having mean values of 3.67, 3.66 and 3.51 respdygtihe respondents were not much

concerned about the “Financial Factors” as it isveoy much applicable for all of them

Table 4.20 - Summary of Response on Failure Fact

Failure Factor Mean Rank
Inadequcy Factors 3.87 1
Risk Factors 3.67 2
Resistance Factors 3.6¢€ 3
Financial Factors 3.51 4

Source - Survey data
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4.3.5 ldentifying the Best Practices

For outsourcing success the best practices shauépplied. In Chapter 3 the researcher has
noted the identified best practices for softwarésourcing success from literature. Table

4.21 illustrates the best practices identifiedhmy tespondents of the Sri Lankan public sector
users. The table 4.21 shows the mean value alotigtihe dimensions such as scope, cost,

quality, communication and time. The average otess is 3.93.

Table 4.21 - Summary of Response on Best Practicéeniznsions

Best Practice Mean
Communication 4.93
Quality 4.13
Scope 4.06
Time 3.78
Cost 3.73
Outsourcing Success 3.93

Source - Survey data

4.3.6 Hypothesis Testing

In chapter 3 the researcher has introduced ninehy@ptheses in order to validate the
conceptual model given in the same chapter. Theothgses were based on correlation
between the dependent variables (outsourcing ssiceesl independent variables (success

and failure factors).

In order to analyze these hypotheses, the valuPeafrson’s correlation coefficient was
calculated by using SPSS for windows. Since theamue cannot desired the two tailed test
was used. Positive coefficients indicate the direldtionship further described as when one
variable increases the other variable also inceeddegative coefficient describes when one
variable increases the other variable decrease.cbeéfficients between .00 and .30 are
considered weak, between .30 and .70 are modemndteaefficients between .70 and 1.00
are considered higtHowever, this rule should be always qualified by ta circumstances
(VISUALSTATISTICS, 2010).

91



Here the hypotheses were proved from the testeltse of Pearson’s correlation
coefficient(r). Altogether there are forty sevei)#&ariables and five (5) outsourcing success
dimensions, average values of these were takethéotest and the results were presented
based on it. The variables were grouped as faaars best practice dimensions were
grouped as outsourcing success. Therefore thianasewill be finding the relationships
between nine (9) factors and outsourcing succedsies. numbers of hypotheses will be
tested for it. Here the outsourcing success dependie results of the factors. Therefore the
outsourcing success will be considered as the digpenvariables while the success and

prevention of failure factors will be consideredttas independent variables.

4.3.6.1 Organizational Factors
Hypothesis 1 — H1
Organizational Factors are positively associatediwsoftware outsourcing success

Organizational Factors Outsourcing Success

v

Here the correlation coefficient test was donetlierindependent variable, the organizational
factors and with the dependent variable of outdagrsuccess. The results are shown in the
table 4.22. The Correlation of Organizational Feximd Outsourcing Success is + 0.213 and
p-value (significant value) is 0.002 (p-value <1).0Hence the two variables have positive
significant relationship. Hence H1 is accepted anod hypothesis is rejected. Finally the
result supports the proposed hypothes@3rganizational Factors are positively associated

with software outsourcing success”

Table 4.22 -Correlation of Organizational Factors and Outsourchg Success

Outsourcing Success

Organizational Factors  Pearson’s Coefficient| 0.213**

ig&ificance 0.002

Results +ve relationshi

** Correlation is significant at the 0.01 level {@Hed).

HO — Rejected H1 — Accepted
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The results shown in the table 4.22 is taken fromm @average value of the 7 variables
included in Organizational Factors. Those 7 vaaaldre strong top management's support
and involvement, appropriate rewarding systemsiaoentives, cooperative organizational

culture instead of hierarchal, establish team werkironment and motivate team members,
setting-up penalties on outsourcing vendors, piogichecessary training to employees and

mangers and promote outsourcing ideas to staff reesnb the customer’s organization.

4.3.6.2 Strategic Management Factors
Hypothesis 2 — H2

Strategic Management factors are positively assteibwith software outsourcing success

Strategic Management - Outsourcing Success
Factors

A

Here the strategic management factors are the @mdigmt variables and outsourcing success
is the dependent variable. The test was done &twb variables and the output of the test is
shown in table 4.23. It shows that Strategic Manage Factors have a correlation
coefficient of +0.198 with outsourcing success. Paealue for the same relationships has
0.004. Since the p-value < 0.01 the relationshiggsificant. The H2 is accepted while the
null hypothesis is being rejected. Finally the tesupports the proposed hypothesis,

“Strategic Management factors are positively asgediavith software outsourcing success”.

Table 4.23 - Correlation of Strategic Management Faors and Outsourcing Success

Outsourcing Success

Strategic Mgt. Factors  Pearson’s Coefficient | 0.198**

Siggance 0.004

Results +ve relationship

** Correlation is significant at the 0.01 level {@iled).

HO — Rejected H2 — Accepted
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4.3.6.3 Operational Factors
Hypothesis 3 — H3

Operational factors are positively associated wsthftware outsourcing success.

Operational Factors Outsourcing Success

v

The test has been performed with the independeigble, the operational factors and with
the dependent variable of outsourcing success.t@$teresults gave theorrelation of two
variables as shown in table 4.24. The correlatmefficient between operational factors and
outsourcing success is +0.181 and significant @@8 (p-value < 0.01). H3 is accepted and
null hypothesis is rejected. Finally the resultmans the proposed hypothesiQperational

factors are positively associated with softwaresoutcing success”.

Table 4.24 - Correlation of Operational Factors andOutsourcing Success

Outsourcing Success

Operational Factors Pearson’s Coefficient| 0.181**

Signdince 0.008

Results +ve relationship

* Correlation is significant at the 0.01 level @hed).

HO - Rejected H3 — Accepted

4.3.6.4 Technical Factors

Hypothesis 4 — H4
Technical factors are positively associated wittita@re outsourcing success

Technical Factors R Outsourcing Success

A

This test was done for independent variable, teehnfactors and dependent variable,

outsourcing success. The result is shown in tald®d dnd it indicates correlation coefficient
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of +0.128 and p-value of 0.064 (p-value > 0.05)rlationship is not significant. Therefore
the H4 is rejected and null hypothesis is accepfatally the result does not support the
proposed hypothesisTéchnical factors are positively associated withvwgare outsourcing
success

Table 4.25 - Correlation of Technical Factors and Qtsourcing Success

Outsourcing Success

Technical Factors Pearson’s Coefficient | 0.128

Sigodince 0.064

Results No relationship

HO — Accepted H4 —Rejected

4.3.6.5 Client/Provider Factors
Hypothesis 5 — H5

Client/Provider factors are positively associatedhasoftware outsourcing success

Client/Provider Factors R Outsourcing Success

A\

The test was done for average value of client/pleviactor which is dependent variable and
outsourcing success which is known as independadhble. The test result is displayed on
table 4.26. The correlation coefficient betweeerliprovider factor and outsourcing success
is +0.105 and p-value is 0.128 (p-value > 0.05nd¢ethe relationship is not significant and
the H5 is rejected and null hypothesis is accepkaaally the result will not support the
proposed hypothesis.
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Table 4.26 - Correlation of Client/Provider Factorsand Outsourcing Success

Outsourcing Success

Client/Provider Factors Pearson’s Coefficient| 0.105

Significance 0.128

Results No relationship

HO — Accepted H5 —Rejected

4.3.6.6 Resistance Factors

Hypothesis 6 — H6
Prevention of Resistance factors are positively@sated with software outsourcing

Success.

Resistance Factors R Outsourcing Success

A

The test was done for resistance factors and owdisgusuccess and results are shown in
table 4.27. Correlation coefficient of the varialde-0.275 and p-value 0.000 (p-value <
0.01) the relationship is significant and H6 isequted and null hypothesis is rejected. The
result supports the proposed hypothestseention of Resistance factors are positively

associated with software outsourcing success”.

Table 4.27 -Correlation of Resistance Factors and Outsourcing Success

Qutsourcing Success
Resistance~actors Pearson’s Coefficient 0.275**
Significance 0.000
Results +ve relationship

** Correlation is significant at the 0.01 leveH@iled).

HO — Rejected H6 — Accepted
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4.3.6.7 Financial Factors

Hypothesis 7 — H7
Prevention of Financial factors are positively assated with software outsourcing

Success.

Financial Factors - Outsourcing Success

A

The test was done for financial factors and outsagrsuccess and the results are shown in
table 4.28. Correlation coefficient of the varialde+0.135 and p-value 0.049 (p-value <
0.05). Thus relationship is significant and H7 epted while null hypothesis is been
accepted. The result supports the proposed hypsttieésevention of Financial factors are
positively associated with software outsourcingcess”.

Table 4.28 -Correlation of Financial Factors and Outsourcing Success

Outsourcing Success
Financial Factors Pearson’s Coefficient 0.135*
Significance 0.049
Results +ve relationship

* Correlation is significant at the 0.05 leveltled).

HO — Rejected H7 — Accepted

4.3.6.8 Risk Factors

Hypothesis 8 — H8

Prevention of Risk factors are positively assdemwith software outsourcing success.

Risk Factors Outsourcing Success

\4
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The test was done for average value for Risk Faatdrich is the independent variables and
Outsourcing Success which is known as the dependeiatble. The test result is displayed
on table 4.29. Correlation coefficient between RFisctors and Outsourcing Success is
+0.407 and p-value is 0.000 (p-value < 0.01). Té=iit shows that these two variables have
positive relationship and Hypothesis 8 is acceptad null hypothesis is rejected. Finally the
result supports the proposed hypothedfsk factors are positively associated with sofevar

outsourcing success”.

Table 4.29 - Correlation of RiskFactors and Outsourcing Success

Outsourcing Success
Risk Factors Pearson’s Coefficient 0.407**
Significance 0.000
Results +ve relationship

** Correlation is significant at the 0.01 level {@H1ed).

HO — Rejected H8 — Accepted

4.3.6.9 Inadequacy Factors

Hypothesis 9 — H9

Prevention of Inadequacy factors are positively assted with software outsourcing
success

Inadequacy Factors are the failure factors of autsog success. A hypothesis was
suggested for the situation of preventing this. Ttependent variable was the Inadequacy
Factors and the dependent variable was the OutsguBuccess. The correlation of this
independent variable with the dependent variabls wearformed and the test result is
displayed on table 4.30. The correlation coeffitibatween the variables is +0.233 and p-
value is 0.001 (p-value < 0.01). This suggestssatipe correlation between the independent
and dependent variables and the H9 is acceptechahthypothesis is rejected. Finally the
result supports the proposed hypothesietention of Inadequacy factors are positively

associated with software outsourcing success”.
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Table 4.30 -Correlation of Inadequacy Factors and Outsourcing 8ccess

Outsourcing Success

Inadequacy Factors Pearson’s Coefficient| 0.233**

Signditce 0.001

Results +ve relationship

** Correlation is significant at the 0.01 level {@iled).

HO — Rejected H9 — Accepted

4.4 Chapter Summary

The correlation of each independent variable vihdependent variable was analyzed using
SPSS software. Table 4.31 shows the summarizedeasts of correlation analysis between
factors and outsourcing success. Seven hypothesesascepted while two was rejected. All
the five success factors that were taken from itieeature were tested for the Sri Lankan
context and it was proved that three success faotar of five were applicable to Sri Lankan
public sector organizations. The researcher bdli¢vat two factors that were failure are not
much important or they do not understand the depthese success factors. This is mainly
due to their inexperience of the outsourcing subjeowever all four failure factors were

accepted to the Sri Lankan context.

Here the researcher was mainly concerned aboubehavior of the relationship of the
independent and dependent variables. It was notlw#dall the accepted hypothesizes have
positive relationships between the factors andotiteourcing success. Therefore when there
is an increase on independent variables (succes$adare factors) the dependent variable
(outsourcing success) also increases. Howevertithiegsh of the correlation coefficient was
not considered for this study as the main concexs already proven by the test (positive and
significance relationship at .01 or .05). Sigrafit relationships are having p-value < .05.
The standard level of significance used to jusdifglaim of a statistically significant effect is
0.05. The termstatistically significanthas become synonymous wifP=.01 or 0.05

(JERRYDALLAL, 2010)
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Table 4.31 — Summary of Hypothesis Testing Results

Factor Number Correlation | Significance | Hypothesis
of variables | Coefficient | (2-tailed) Results

Organizational 7 +0.213** 0.002 H1 accepted
Strategic Mgt . 4 +0.198** 0.004 H2 accepted
Operational 4 +0.181** 0.008 H3 accepted
Technical 4 +0.128 0.064 H4 rejected
Client/Provider 5 +0.105 0.128 H5 rejected

Resistance 6 +0.278** 0.000 H6 accepted
Financial 4 +0.135* 0.049 H7 accepted
Risk 7 +0.407** 0.000 H8 accepted
Inadequacy 6 +0.233** 0.001 H9 accepted

** Correlation is significant at the 0.01 level {@H{ed).

* Correlation is significant at the 0.05 level @led).

The final results from the mean value were not gxanatches with the hypothesis results

because mean values were calculated summarizingedloh question separately while

hypothesis’s testing were done evaluating eachopé&rsrelationship with success. The

researcher believes this discrepancy was occureeduse the public sector users are not

very much familiar with this type of questionnaiegyarding the application software.
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CHAPTER 5
DISCUSSION

5.1 Introduction

This chapter discusses an analysis of the findirege the study, based on already presented

factors in the previous chapter and other availbtdeature.

5.2 Achieving the Objectives

The survey was consists of two sets of data andirtdtevas given only for the heads of the
Information Technology / Chief Innovation OfficeZlO) and the second was for the system
users in the public sector organizations. The data collected from 14 organizations and
336 (20% of the total population) out of 1680 weesticipated and only 212 (63%) were

respondent.

5.2.1 Outsourcing items in the public sector orgamations

Most of the published articles that were found pai8 were about Software Information
Systems outsourcing success where the research eeesed to this research. Gonzalez,
Gasco and Llopis (2009) have done a research las&pain firms and they have found
reasons for software outsourcing were “focus o@ategic issues, increased Information
Systems (IS) Department flexibility and improvedd&ality”. They have not given priority
for “providing alternatives to in-house IS, techogy cost savings, following the fashion”.
When comparing these results with Sri Lanka, tleeesimilarities found according to this
research. Although Sri Lanka is a developing caunlre respondents have given the highest
priority for the quality but not for the cost. Thesults would apply for the present situation
in two countries as the two researches were dorieglthe same period. When analyzing the
results obtaining by the Sri Lankan public sectganizations, the reasons they have decided
to outsource were “quality and reliability, new hieology, customer satisfaction, access to
state-of-the-art technology”. The lowest reasonsew&ompetitive advantage, low cost,

allows major capital expenditure avoidance”. Gicd@®2005) has found in his research, the
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vision, strategy and the government support weggomtant for success while lack of funds
and poor infrastructure are considered as majdoifador failure in outsourcing projects.
Elpez and Fink (2006) suggested that “developingintiees are still far behind in
implementing e-Government and it is hoped that ssgftl implementation of Information
and Communication Technology (ICT) projects wilt as a strong foundation”. It was based

on Kenyan Government.

Since Sri Lanka has to go ahead with e-Governnadinthe Sri Lankan public organizations
should be automated very soon. When carrying aatrésearch the researcher has noticed
that the period of 2003 — 2010 the progress fooraation is very much slow. Although the
ICT apex body in Sri Lanka handles major projeetated to the government organizations,
there are number of organizations handle direcyiytheir own. These organizations are
having number of issues regarding software outsogirdVhen they are directly handled the

projects, the funds are very limited and failureria high.

5.2.2 Success and Failure Factors of Software Outsaing

Based on the literature the researcher has foumdsulcess and failure factors with their
grouping for IT outsourcing in various developed a@eveloping countries around the globe.
The risk factors, challenges and the best practielased to software outsourcing also were
reviewed. All those references are given in chaptef this study. The similar variables were

considered together and found twenty four (24) ssgcvariables and twenty three (23)
failure variables for nine factors. The questiarmavas implemented based on the above
and the respondents were given their opinion uird.inkert values between 1 and 5. The
response was for the Sri Lankan context. “ClienowiRler Factors” out of success factors

and “Inadequacy Factors” out of the failure factars having the highest mean value. The
“Client/Provider Factors” are discussing the relaship between client and software

provider while the “Inadequacy Factors” are diseugdinal outcome of the project. Those

two factors are directly effect for the systemsrsise

Success factors —

When considering the success factors, two variabfesrganizational factors: providing

necessary training to employees and managers (med&®8) and establish team work
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environment and motivate team members (mean —,400@)variables of technical factors:
proper documentation with coding standards (medr94) and system integration testing on
site (mean — 4.03), 4 variables from client/Prowiéectors: provider’'s understanding of
clients’ objectives (mean — 4.24), periodical pesy meetings (mean — 4.05), maintain
client-provider relationship with confidence andperation (mean — 4.03) and selecting a
right provider (mean — 4.03) mean values are vanghhtloser to maximum value of 5. As a
result of this the researcher realized that thevabariables could be taken as the most
important variables to be considered when outsogrsoftware in public sector.

Failure factors —

However in failure factors, two variables of inadaqy factors: outdated technological tools
(mean — 4.09) and low quality of outputs (mean }.@&an values are closer to maximum
value of 5.

Since the above variables are closer to maximumeydahe majority of the respondents are
strongly agree with the above noted variables thanothers. However as and illustrated in
chapter 4 only very few variables are apart fromirthhespective mean value with the

success/factors mean values.

5.2.3 Relationship between Success/Failure Factorsvith Software

Outsourcing Successnd to Introduce Best Practices
Table 5.1 — Significant Order of the Factors

Factor Number Correlation | Significance Rank
of variables Coefficient (2-tailed)

Risk 7 +0.407** 0.00(

Resistanc! +0.278** 0.00(

Inadequac +0.233** 0.001

Strategic Mgt +0.198** 0.00¢

6
6
Organizational 7 +0.213** 0.00z
4
4

Operationa +0.181** 0.00¢

N o O M W N -

Financial 4 +0.135° 0.04¢

** Correlation is significant at the 0.01 level {@iled).
* Correlation is significant at the 0.05 level @hed).
Source: SPSS computation of source data
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This research has suggested nine hypotheses dad fes the relationships between those
successes and failure variables with the Best ieesctlimensions named as scope, quality,
communication, cost and time. As described in draptseven hypothesizes were accepted
and only two were rejected. The aim of the study w@ identify the best practices for
software outsourcing success. Therefore the hypethevere helped to find the positive
significant relationships. Although the relatiorshiare moderately correlated the study has
identified the positive significant relationshipgtiween success/prevention failure factors
with outsourcing success. When applying the caimelacoefficient for two variables the
results always depends on the circumstance of n&sdareviously noted in chapter 4).
Therefore in this situation the researcher is Batiswith the results because the set of

recommendations would be identified from theseltesu

However going towards with the e-Government stygtebe Sri Lankan public sector
organizations should be automated to provide e€s3\to the citizens. After visiting to the
public offices the researcher has realized that #re not in a position to develop in-house
software systems mainly the unavailability of tieekpertise and poor IT infrastructure. As
described in earlier chapters the specialized swévpackages that are needed by the public
sector organizations should be specially develofempared to the other sectors (banking,
insurance, airlines etc) the public sector systeowtd not be customized. Therefore the only
solution would be to outsource their applicatioftware from an outside party. To follow
the outsourcing process in the public sector omgdmins need to have a set of
recommendation and guidelines for software outsogravhich is not presently available.
Therefore outcome of this research would be raatlgdful to the heads of the organization

and heads of Information Technology in respectiganizations.
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5.2.4 A Framework for the Software Outsourcing Sucess —

Figure 5.1 — Identified Framework for Software Out®urcing Success

Follow success factors Prevent failure factors
Oraanizationz Resistanc
Software
- Outsourcing Financia
Operatione sSuccess
in Public Sector .
| O qanizations (< Risks
Strategi' Mgt. in Sri Lanka
Inadeauac

A conceptual framework was designed according ¢ofétttors identified by the literature.
The results based on the hypothesis the framewask designed for software outsourcing
success in public sector organizations in Sri Lafke final outcome of the framework was

totally depended on the response of the systens uséne public sector organizations.

5.3 Limitations Faced on the Survey

The researcher has experienced some limitationsdéfidulties while carrying out the
survey. Acknowledging those would be benefitedtfa future academic researchers who
would like to follow similar topics. To carry ouhainbiased research the researcher wanted
to find out all the public organizations in Sri lanthat has outsourced software. Contacting
heads of IT this could be clarified. However it wasable to find out IT related contact data
in public sector organizations in one place or f@mwebsite. IJuly 2010 the researcher has
visited ICT apex body in Sri Lanka and they wereegi contact details of only three CIOs
which is not enough for a research. However in &aper 2010 the list of CIO’s names and
the organizations were published in their websitbaut the contact telephone numbers or e-
mail addresses. Difficulties of this type of basiformation for an academic researchers tend

to discourage doing researches regarding the psdtitor organizations in Sri Lanka. Finally
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the researcher got the contact details from Govemininformation Centre website (GIC,

2010) and responded only 14 public sector orgainizsiin Sri Lanka.

5.4 Suggestions in Open-ended Questions

A few of the respondents have stated their persaaals in the open-ended questions in the

guestionnaire. Since these suggestions would hmabkd to share the researcher has decided

to include under this chapter.

Table 5.2 — Suggestions Made by the Respondents

Suggestion

Researcher's comments

Right coordination with the venc

Already included in the research. Client/provi

factors — Periodical progress meetings

Training and motivation of the team memi

Already included in the rearch. Organization:
factors — Providing necessary training to the

employees.

ICT plans aligned to original overall ple

Already included in the research. Strate
management factors — Development of a multi-
annual plan for outsourcing relationship.

Lack of similar project experience for t
selected software provider also will caused
failure.

This is partially covered by the research. F
factors — Vendors or customer’s lack of

experience.

Regular labor turnover of the outsourt

company

Already ncluded in the researi Resistanci
factors — Sudden loss of IT expertise and critica
skills.

Lack of froject management appro..

Not proper management team of operation.

Already included in the resear Inadequac
factors — Lack of project management capabiliti

Preparing documents and reports on t

Already included in the resea. Technical factor

- Proper documentation with coding standards

Organizational specific factors such as prc
BPR

This should be taken by the top manager

before starting the outsourcing process.

Understanding the objective of outsourt

Already included in the reseal. Organizationa
factors - Promote outsourcing idea to the staff

members in customer’s organization.
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The most of the suggestions given in table 5.2 melsided in the questionnaire 3 (annexure
3) in a different form. In addition to the above emhinterviewing the users most of them
were not satisfied with the software vendors. Ofdw of them suggested developing
software from an in-house IT department. Howevégcsieg a proper software vendor is the
most important consideration in software outsowgcirMaintaining an in-house IT

department is not practical in all the organizatidne the high cost of the IT staff.

5.5 Chapter Summary

This chapter covers the discussion of the studyprdang to the objective of the research.
Then the identified best practices for softwaresoutcing in public sector organizations
were stated with a framework. Significant order Wastrated with their respective order of

significance

When the research was carrying out there were $iamtations found by the researcher and
also discussed in this chapter. Respondents weygested their ideas to the open-ended

guestions in the questionnaire. All those wereuwdised here.
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CHAPTER 6

CONCLUSION, RECOMMENDATIONS,
LIMITATIONS AND FUTURE RESEARCHES

6.1 Conclusion

The main objective of this study was to identifye thuccess and failure factors in public
sector organizations around the world and to intcedsoftware outsourcing best practices
for Sri Lankan public sector organizations. Thdiahiintention was to collect information
from all the public sector organizations in Sri kanHowever, this was limited due to lack
of response given from the organizations. Finallyydl4 organizations were willing to be

interviewed and responding to the questionnaire.

White and Fortune (2002) concluded his researctingtd A successful IT outsourcing
relationship can help the outsourcing customer dbiewe major benefits such as cost-
savings, increased flexibility, better quality afrgces and access to new technology” this

also could be applied for software outsourcingublf sector organizations.

The finding of the research confirms that softwar#sourcing is getting popular in Sri
Lankan public sector organizations. Since the sangplthis research include all types of

software projects in public sector in Sri Lanka #mel outcome will share the experience.

Survey done by ICTA in 2008 has shown this withufegs that the most of the offices are
using computer for word processing purpose. Acogrdp the literature the most of the
studies suggest if a country is really need to em@nt ICT projects and to see a success,
those involved in the design, implementation andchagament of IT-related projects and
systems in the developing countries must improwar tbapacity to address the specific
contextual characteristics of the organizationt@ecountry or region within which their

work is located. Also the researchers have fouatidbveloping countries are still far behind
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in implementing e-Government and it is hoped thatcessful implementation of ICT
projects will act as a strong foundation for e-Goveent initiatives (Avgerou and Walsham,
2000; Gichoya, 2005). After having the interviewghwthe heads of IT in Sri Lanka, the
researcher of this study also suggests that theva@ outsourcing for public sector is a
complex and a critical area to handle.ave successful software projects the organizations
should have an IT qualified head that could be owed the idea of automation to the top
management and to the line managers. Secondlybeilthe decision to outsource or in-
source should be taken. This will depend on thamimgtion’s strength of the IT department

in respective organization.

Software outsourcing would be an essential pamuidlic organization’s overall business
automation. The motivation for outsourcing optidngolves the strategic, financial and
technological benefits to be gained. A number abpgms may also be encountered related
to the service quality, costs or overall effectaperations. Although the risk assessment of
the factors involved in these potential problenes @eful tool for avoiding them in the first
place. While there are no perfect deals, a numbeneasures can mitigate the risks of IT
outsourcing. The main critical strategy is selattal a service provider selection as their
standards are not satisfied by the customers. Hewbetter monitoring of the services
delivered under the software outsourcing contraitit velp the organization to benefits it

expects.

To proceed a successful e-Governance this researgld be much helpful for the heads of
IT/CIO who handles directly with the software verglAlso their active participation for the

interviews and questionnaire were very much apptedi

Finally the results of this research would asdist public sector organizations when they
outsource software projects and able to minimize fdilure rate. These identified best
practices would be really useful to the heads eflttiormation Technology (IT) who wants

to outsource their software directly without anyisoltancy from a third party.
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6.2 Recommendations

Best Practices for Software Outsourcing Successangroups. One was found from success
factors and the other is from failure factors. hssccess factor’s variables should follow by
the organizations and failure factor's variableoudti be prevented or avoided by the

organizations. The success factors are:

Organizational Factors:

This includes variables such as strong top managementfgport and involvement,

appropriate rewarding systems and incentives, aqatige organizational culture instead of
hierarchal, establish team work environment andivatd team members, setting-up
penalties on outsourcing vendors, providing necgdsaining to employees and mangers in

customer and promote outsourcing idea to the stafhbers in customer’s organization.
Strong top management’s support and involvement:

The organization’s the top management could imtthe requirement of outsourcing in their
organizations. When being carrying out the protlesg could give their fullest support. Top
management support would mainly require when appgothe budget for outsourcing.
However software outsourcing projects can not belleal alone by the head of the IT or the
Chief Executive Officer or the Chief Innovation @#r. Successful product will be a team
effect and not an individual property. Therefore Bupport of the top management makes

the software project success.
Appropriate rewarding systems and incentives:

To appreciate the support given to the softwargeptdy the staff members who belong to
the project should be rewarded and appreciateth&r work by giving incentives. Since the
public sector staff receiving low wages comparegrigate sector the results of this would
benefit to the existing projects as well as in fatprojects. Also employee motivation would
be very high. As an organization, this type of sgbe should be introduced to perceive

success in their up coming projects.
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Cooperative organizational culture instead of hierechal:

Within a corporative organizational structure ak tstaff members are in the same level and
in a hierarchal structure the staff members refporh bottom to top. Being in the same level
the staff members would have a better position ti@aan than in the hierarchal culture. This
would be directly applied when they hold resporigjbof their role in the project. Thus all
the members work together by taking the same resipitity to lead to the success of the
software projects.

Establish team work environment and motivate team ramber:

The team work environment and different motivatimethod should be arranged by the
management of the organization to implement a ss$fgk product. When there several
modules in a systems could have separate teamsddn module. Out of them the
management could find their performance in eachmte&ince this type of working

environment is new to the public sector conductirogkshops within teams would learn how

to behave and take individual responsibility wittéams.
Setting-up penalties on outsourcing vendors:

When the vendor does not complete their systentama the management should organize
precautions for them by setting up the penaltiesst\vdf the time this would work positively

otherwise the vendor would not be able to makeitsrotit of the projects. Also by setting up
penalties on outsourcing vendors they may tendtoptete their projects on target and the

may not get delayed. This would help to projectsss.
Providing necessary training to employees and mange

Training is very essential in software projects. ak@ness of subject would increase the
scope of the projects and when they are propeaindd the staff would like to add their

contribution to the software outsourcing succesthefvise only selected people would

closely work with the project and the others cdmition would not be satisfied.
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Promote outsourcing idea to the staff members in # customer’s organization:

Before starting the project the staff should getlear idea of outsourcing otherwise they
would think it would affect their job security. Theason, benefits and effectiveness of
software outsourcing should be made aware to #fé $Vhen they know the advantages of

software outsourcing, the staff members would wovkards success.
Strategic Management Factors:

This includes variables such &scusing on vision and a strategic plan includihgrsterm
and long-term goals, development of a multi-annplain for outsourcing relationship,
outsourcing as an intellectual asset, not only sienaf costs and identify overall benefits of

outsourcing.
Focusing on vision and a strategic plan includingr®rt-term and long-term goals:

Organization vision and the strategic plan shoudd sipported by its final product of
automation scenario. All these plans should bellpaend work together. When one is being

disorder would fail the project.
Development of a multi-annual plan for outsourcingrelationship:

The software projects should have a separate I folaa period of five years time and its
objectives should be according to the objectivethefcorporate plans. This also would be
related with the software provider’'s annual plarl. these plans together could release a

better product.
Outsourcing as an intellectual asset, not only a ntizr of costs:

Idea of outsourcing and working towards it is amovative effect of the staff and it was done
based on their knowledge. Though it is a cost &ffeanatter the knowledge of it would not

be measured and would be lead to success of therat
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Identify overall benefits of outsourcing:
Before starting the project the detail study on éxésting systems should be finalized.
Benefits and advantages of outsourcing should batifted by the management and they

should share this with the staff. This could bdlyesaupportive to success.
Operational Factors:

Operational factors include variables of keep trackdelivery performance of the final
product, strong customer commitment and presenweighout the outsourcing life cycle,

proper management control and follow cost manageméss.
Keep track on delivery performance of the final prauct:

When the software provider is delivering the fisgétem the customer should check the final
outcome against the requirement. This stage woailihial stage of accepting the product. In
case the customer made any negligence here thetoject would be in wasted. Therefore

the final product would be a quality one.
Strong customer commitment and presence throughouhe outsourcing life cycle:

As the software vendor is from private sector they not aware of public sector regulations
and the work flow of the government institutionshefefore in this type of specialized

application system should be always monitored kyctistomer throughout the life cycle.

Proper Management control:

When there is proper management control throughwmitoutsourcing process, the project
leaders and the team leaders would work methogieath their team members. This help to
the software vendors to complete their projectdiwistandards, allocated budget and time.
The responsibility of the team members and theifopmance also could monitor by having

a proper management control.
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Following Cost management rules:

Always the costs of the application software prigeare highly expensive because of the
quality and professionalism. However the quotedqxicould not be changed and it should
be within the budget. Therefore the projects shpuidue the cost management rules. When

the budgetary allocation exceeds the projects doeldbundant.

Resistance Factors:

The resistance factors were found from the faifaotors. The best practices world identified
by preventing the resistance factors in the pud@ictor organizations. Thiaclude variables
such as prevent of employee’s resistance to chamgeent of lack of team work, prevent of
lack of necessary skilled people, prevent of laickustomer presence, prevent of sudden loss

of IT expertise and prevent critical skills anddf innovative capacity.
Prevent employee’s resistance to change:

In the most of the public sector organization'dfstiwes not like to change their attitudes
related to automations of manual systems. They Heae of their job security. The top
management and the Information Technology staftccahange this attitude by following
the seminars and workshops. By preventing thiggdn outsourcing could be success in the

public sector.
Prevent lack of team work:

Team work concept is highly recommended in softvaaresourcing success. The aim of the
team should be the same and they should work tegébhhave a successful final product.

Therefore prevention of lack of team work is pesily related on outsourcing success.

Prevent of lack of necessary skilled people:

In the most of the software systems are tend tar&ais they have lack of skilled people.
This would be specially applied for the public seabrganizations with their wages. The
organization’s management has to minimize this tgpesituations to have a successful

outcome.
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Prevent of lack of computer literacy:

To familiarize the system the customer’s staff stiduave high IT literacy. This would
depend on the responsibility of the usage of theyl§iem. When the users do not understand
they would reluctant to use the computerized sysiEmerefore all the responsible officers

should know to work with the computer.
Prevent sudden loss of IT expertise and critical sks:

This would be mainly applied to the software verglorganizations. However the customer
would be the final victim. When there is a suddessl|of an IT expertise the recruiting
procedure and to get familiar with the system watalkle time and the success would be
slow. The strength of the software vendor’s stadtild help this type of situation.

Prevent of loss of innovative capacity:

In Sri Lankan government organizations have appdina CIO to innovate their
organizational culture and the staff via IT. Whéere are new ideas are booming latest
features would able to add for the system. With ri=as the software systems could direct

in a success path.

Financial Factors:

Financial factors also based from the failure fextoTherefore, by preventing this

outsourcing could be success. Tinsludes variables such as prevent additional mduests

of ensuring compliance, negotiation, and litigatioprevent cost of delayed delivery / non-
delivery, prevent unexpected transition and managéncosts and prevent loss due to
disasters and recovery costs.

Prevent additional hidden costs of ensuring compliace, negotiation, and litigation:

In some cases the additional costs were includedgmeements using various unknown
terms. This would be tend have problems with thiwswe provider. To overcome these
situations the agreements should be clearly uralesind signed from the both parties with

their legal assistance.
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Prevent cost of delayed delivery / non-delivery:

When the software venders are not delivering tioeyct on time and will cause to delay the
automation. Though the penalties are being intredube cost of resources including time

could not measure.
Preventunexpected transition and management costs:

Similar tohidden cost the switching over the old or manuateays (Presently in Sri Lankan
public sector organizations are converting manugtesns to computerized systems)
automated system also involving a cost. Proper plar-engineering the businesses process

could be help to minimize this type of un-necessast.
Preventloss due to disasters and recovery costs:

Once the systems is handed over to the customeifdhdre would be any disaster the
system has to re-installed. Maintaining proper bagksystems and work according to

disaster recovery plan would be minimized the tteslb

Risks Factors:

This also introduced from the failure factors amdnicludes variables such as prevent
governmental rules and regulations, prevent vesdor’ outsourcer's lack of experience,
prevent ldden costs in outsourcing contract, preveme fprovider does not comply with the
contract, prevent security issues, prevek lof legacy and new system integration risk and

prevent bss of IT expertise.
Prevent governmental rules and regulations:

Frequent changes in the Governmental rules andatemus and some procedures to follow
would be impossible to stream line the outcomehef project. Thus prevention of these

variables would lead to success of the project.
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Prevent vendor’s or outsourcer’s lack of experience

Knowledge and the practice of handling similar g/pé duties would be very beneficial to
the project throughout the outsourcing life cydle.get successful results in the project these
variables should be prevented.

Preventhidden costs in outsourcing contract:

In some cases vendor’s included hidden taxes aodspin foreign currency in their tender
documents. Likewise having some hidden cost inuwblire the vendor’s quotationghis
would be cause to increase the initial budget ef gbftware project. Finally could lead to
partial failure of the outsourcing projects. Prei@mcould be done by appointing a qualified
and experienced Technical Evolution Committee (TEC)

Prevent the provider does not comply with the contact:

Although the project was accepted by the vendortiyjdke final product would not be
according to the requirement. These issues maydaughe acceptance of the systems and

failure of the project. Avoiding these could haveuacessful outcome.
Prevent security issues:

Security issues play a major role in risk factdise outsourcing vendors are not concerned
about all the security issues founded in softwanesaurcing. Therefore the customer’s
responsibility is to identify the security issueslgrevent these issues would lead to success
the system.

Prevent lack of legacy and new system integrationgk:

When integrating the existing systems with the sgatem the technology may not comply.
Therefore before integrating the total solution, doles or sub systems should be

independently tested. It is advisable to studyinikegration prior to installation.
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Prevent loss of IT expertise:

The sudden loss of IT expertise in the project teamld decrease the growth of the project.
This would apply for the both parties. IT experise the vendor’'s side change their jobs
very frequently and this would affect the projetttat they were working. The new persons
take more time to become familiar with the systefise persons without experience would
be the worst. If a member could work for the progacoughout the outsourcing life cycle it

would be definitely successful.
Inadequacy Factors:

Inadequacy factors also identified from the failufe@ctors and by preventing those
outsourcing lead to success. Tmslude variables of prevent lack of project mamaget

capabilities, prevent poor project scope, prevaek lof organizational learning, prevent
outdated technological tools, prevent control/aiea/time of project and prevent low

quality of outputs.
Prevent lack of project management capabilities:

The team members of the outsourcing software shthddoughly knowledgeable in IT
project management. Their leadership would be Ided success of the organization’s

projects.
Prevention poor project scope:

The scope of the project should be clearly idesgtibefore starting the project. Both public
organization and software vendor should discusstaie software project scope and should

start to work accordingly. Then only the expecteslits would be obtained.

Prevention lack of organizational learning:

The Customers and the software provider should alwalsselty work with the
organizational behavior. Any changes within theamigation could be aware by the project

team and changes within their organizations shbaldware by the both parties.
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Prevention outdated technological tools:

To have a state-of-the-art project the technoldgmals should be designed newly. Since
the Information Technology related fields are chagdrequently the new systems should be

compatible with the other infrastructure.
Prevention control/area/size/time of project:

The four main considerations of the project suclt@#rol, area, size and time should be
identified during the time of the feasibility studiyo have a successful project this should be

monitored.

Prevention low quality of outputs:

The outcome of a successful project is the outhoulsl be a high quality one. Since the
customer always tend to compare with the previoiggesns the new outputs should be

standard high quality ones.

Based on the conclusion the process model is apptegor describing the outsourcing best
practices in public sector organizations. Whendhag a outsource projects there are
several short comes and related factors to be deresl. Also solutions to fix the problems
are more important. Using researches and motivaceaglemic researchers this could be

done easily.

When following the Best Practices the researcheunldvéike to share the experience for

overall benefit by the software outsourcing orgatians.

= Recommend to categorize all the public organizatidimis could be done by the type
of the organization such as Ministries, Departmen8atuary Boards and
Commissions or area of organization or subject wAggoint a team leader from the
apex body who can assist the ClOs and the teamereatiould be more

knowledgeable and experienced in Information Teldgo

= When appointing the CIO, he/she should be qualiirefield of IT related but not

only in Administration. The specialty here is Cl@osld have proper personnel
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interaction skills to innovate their office staficathe top management regarding the

IT subject.

The apex body could select major projects and tadsesn closely to anybody that
would agree. But the other organizations also shgek support at least when they
are outsourcing software, purchasing hardware,itiaquT personnel or appointing
Technical Evolution Committees. All this would hélp stop spending unnecessary

money on software projects and audits.

The organizations should have a separate inteurdit ataff members for software
auditing is necessary because most of the audit@snot aware of the IT related
technical words and IT system auditing qualifiedgde should be appointed of hired
for such audits.

The author of the research has found when intemigthe heads of IT in most of the
organizations they do not have a proper disasteovery plan or proper backup
systems in another location. When the e-Governnsefully activated this would be

a major feature to be considered.

All the employees should get common certificated Drsubject and this should be

issued for all the staff members without considgtime position or designation.

Before starting any software outsourcing projecbusth streamline the business

process. Then only the requirement is easily utaedsble by the software vendor.

In Sri Lanka a very few software companies are opthe standard. Software
developing staff is not capable of gathering rezmient according to the user’s
objective. Therefore selecting a proper vendor khdae carefully done. It is

advisable to refer the benchmark of similar prgeaether than going to the lowest
bid.
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6.3 Future Research

The area of outsourcing is very important topic regearches. Since the government sector
automations started before ten years time in Snkhathey are still in premature status in
IS/IT outsourcing. Therefore overall the governmaffites would not have much experience
on answering for this type of research. To haveuneatesults the same research should be
repeated in a few years time (after 3 — 5 yeargxtomine how outsourcing benefited to the
public organizations and compare these results thighbest practices that is identified by
this research. However all types of staff membag, (middle and junior) should participate

as in this research.

This research includes only 14 numbers of publganizations in Sri Lanka. But in future
research the same success and failure factors waoeldneasured with all the public
organizations that has outsourced software appitatit is recommended to consider about

the suggestions given by the respondents.

Contacting software providers/software vendorshekeé projects and to identify their views
and public-private partnership in software outsowcis an area to be researched. The
differences between the software outsourcing in lipulsector and private sector
organizations would be another area to be discusskedure. The comparison on public and
private sector outsourcing was already found iarditure but in Sri Lanka this type of

research was found in published articles.

In few public organizations maintain in-house seitev staff and they would not have any
faith in outsourcing process. Though the outsogrenbecoming famous in all the fields the
software outsourcing may play vital role. The reasot to have software outsourcing is

another study area for a researcher.

Compared to similar research the success anddaiiarsoftware outsourcing best practices
should be identified from the software provideriew. This should be mainly focused in

providing services to the public sector.
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6.4 Chapter Summary

In Sri Lanka the support for the academic researene very much low and except some of
the supportive heads of IT. The others think th&t a time consuming activity for them and

would not considered about the outcome of it.

Under the recommendation, the “follow factors” tidentified from the success factors and
“prevent factors” identified from the failure factowere described with its respective

variables. Some of the common recommendations stated along with it.

At the end of the chapter some suggestions fofutige research related to the outsourcing

software in Sri Lanka were described.
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Annexure 1 - Letter and questionnaire for the minigries

I.U.Goonetilleke

21/4C,

Ananda Balika Mawatha,
Pagoda Road,
Pita-Kotte

..... /10/10

Dear Sir/Madam,

User Survey on Software Outsourcing Projects iniP@ector Organizations.

| am a Postgraduate student, registered (2009/MISMbr Masters in Information System
Management Degree at the Faculty of Graduate Studigiversity of Colombo.

Please find the enclosed questionnaire regardie@llove survey, which | have undertaken
as a partial fulfilment of MISM program. The prinyaobjective of this survey is to identify
the Best Practices Outsourcing Software SuccesBuinlic Sector Organizations in Sri
Lanka.

In this context, | would be grateful if you couldahdly fill out the enclosed questionnaire and
send in reply envelope (paid) provided.

Thanking You,

I.U.Goonetilleke



Questionnaire

This is a preliminary survey to find out the sadte projects on each ministry and attached
institutions.

1. Name of the Ministry ; --
2. Participant’'s Name : e
3. Participant’s Designation: : --

5. Do your ministry have any computer *software petgealready completed or presently
on implementation stage through outsourcing omgian.

(*software  projects include  database  creation, application  software
development/customization,system integration, esel- support, staff & end-user training,
database/software maintenance, e-commerce wetbsitelopment or any other computer
software related work.)

Computer System Contact person Telephone/e-mail

6. Are there any similar types of projects (*mengd in the above) handled by the
departments or statutory institutions attachegbtar ministry?

Department/ Computer Contact person Telephone/e-mail
statutory System
institutions




7. If here are any systems or organizations thatidvoot include in the above questions
please indicate in below space.

Your contribution to this research project is vemeatly appreciated. Please return your
guestionnaire in the reply paid envelope providethe envelope has been misplaced please
forward to:

Ms. I.U. Goonetilleke
No. 21/4C, Ananda Balika Mw.,
Pagoda Road
Pitakotte.




Annexure 2 - Questionnaire for the heads of IT

The purpose of this survey is to determifdé Best Practices for Software Outsourcing
Success in Public Sector Organizations in Sri LankaYour contribution to this research
project is greatly appreciated.

1. Personal Particulars of Part|C|pants
1.1 Name e mmmmmmmm e
1.2 Organization D —-- --- -
1.3 Position : Head of IT / Chief Information O#i¢ Innovation Officer /--------------------
1.4 Department/Section/Unit : ------------- ---
1.5 Please give a brief description about your iokbe office regarding to the software
project/projects :-------- mmmmmmemeeen

2. Which percentage of the following activities isread out through outsourcing.

Indicate the appropriate portion for each of Percentage of outsourcing
the following outsourced item.
Database Creation
Application software development/customization
System integration

End-user support

Staff & end-user training
Database/Software maintenance
E-commerce website development
Pl. specify

3. Does your organization achieve the following cbjees by outsourcing software? Please
rank each of the objectives, on a scale of 1-1%&&k = 12, Very often = 8, Often =6,
Sometimes = 4, Rarely = 2, Never = 1)

Reason to outsource Rank
Organization’s strategic goals

Low cost

Focus on core activities

Customer satisfaction

Competitive advantage

Quality and reliability

Need for IT Expertise

Making new technology work to the advantage ef th
organization

9 Reducing the burden of legacy systems

10 Allows major capital expenditure avoidance

11 Access to state-of-the-art technology

12 Pl. specify

N[OOI WIN -




4. Complete the following tabl®utsourced Software projectsstarted after January 2002.

Name of the Software Tender Implementation | Status of the
software project Provider awarded by progress project
ICTA or 1 —-Completed | S -Success
direct 2-Ontestrun | F - Failure
3 — Developing | P - Partially
stage failure

5. Do you have a specific IT department within yotgamization? Yes/ No

6. If no, please specify who is responsible for Idnming and expenditure

7.How many users are using the outsourced systef-2--

8. Give answers in percetage (%) for the followingesfions considering all your software
projects.

8.1 What was the percentage of outsourcing softwangepis completed as per the required
scope ? ------

8.2 What was the percentage of outsourcing softwasggis completed on time ? ------

8.3 What was the percentage of outsourcing softwamepts completed on approved
budget? -------

8.4What was the percentage of the quality of finaldoict ? -----

8.5What was the percentage of communicahad with the software provider? ------

THANK YOU FOR YOUR PARTICIAPTION



Annexure 3 - Questionnaire for the users

The purpose of this survey is to determifdé Best Practices for Software Outsourcing
Success in Public Sector Organizations in Sri LankaYour contribution to this research
project is greatly appreciated.
1. Personal Particulars

1.1 Organization : -

1.2 Level of your job responsibility:
a) Top Management
b) Middle Management
c) Non-management Employee
d)
1.3Mark one more role/roles that you have done irstifevare implementation
project./projects
a) Member of the project team
b) Participated only in requirement gathering stage
c) Participated only in system testing stage
d) Only a system user in final product
e) Specify

2. Please mark on appropriate answer to indicateaoh success factors
1 — Strongly disagree

2 — Disagree
3 — Modarate
4 — Agree

5 — Strongly agree

2.10rganizational Factors
a) Strong top management’s support and involveméhaffect on software outsourcing success

1 2 3 4 5
b) Appropriate rewarding systems & incentives affiect on software outsourcing success
1 2 3 4 5

c) Cooperative organizational culture instead @frdnichal will affect on software outsourcing
success

1 2 3 4 5
d) Establish team work environment & motivate teamembers will affect on software
outsourcing success

1 2 3 4 5
e) Setting-up penalties on outsourcing vendorsafiéict on software outsourcing success
1 2 3 4 5

f) Providing necessary training to employees andgees in customer will affect on software
outsourcing success

1 2 3 4 5
g) Promote outsourcing idea to the staff membersustomer’s organization will affect on
software outsourcing success

1 2 3 4 5
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2.2 Strategic Management factors
a) Focusing on vision and a strategic plan inclgdinort-term and long-term goals will affect on
software outsourcing success

1 2 3 4 5
b) Development of a multi-annual plan for Outsomgcrelationship will affect on software
outsourcing success

1 2 3 4 5
c) Outsourcing as an intellectual asset, not onimadter of costs will affect on out software
sourcing success

1 2 3 4 5
d) Identify overall benefits of outsourcing willfa€t on software outsourcing success
1 2 3 4 5

2.3 Operational factors
a) Keep track on delivery performance of the fipedduct will affect on software outsourcing
success
1 2 3 4 5
b) Strong customer commitment and presence througthe outsourcing life cycle will affect
on software outsourcing success
1 2 3 4 5
c) Proper Management control will affect on softsvautsourcing success
1 2 3 4 5
d) Follow Cost management rules will affect onwafe outsourcing success
1 2 3 4 5

2.4Technicalfactors
a) Follow the clear selection criteria with propevolution team will affect on software
outsourcing success
1 2 3 4 5
b) Proper documentation with coding standards afi#éct on software outsourcing success
1 2 3 4 5
c) System integration testing on site will affentsoftware outsourcing success
1 2 3 4 5
d) Keeping a high innovative capacity regarding®erand technological advantages will affect
on software outsourcing success
1 2 3 4 5

2.5Client/Provider factors
a) Selecting a right provider will affect on swdire outsourcing success
1 2 3 4 5
b) Maintain Client-Provider Relationship with Cadnce and Cooperation will affect on
software outsourcing success

1 2 3 4 5
c¢) Provider’'s understanding of clients’ objectivesill affect on software outsourcing success
1 2 3 4 5
d) Periodical progress meetings will affect onwafe outsourcing success
1 2 3 4 5
e) Setting penalties and developing incentives inaffect software outsourcing success
1 2 3 4 5
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3. Any successful factors on your software projebeothan the above mentioned2ii — 2.5 .

4 Please please mark on appropriate answer to tediceeach failure factors
1 — Strongly disagree

2 — Disagree
3 — Modarate
4 — Agree

5 — Strongly agree

4. Resistance Factors
a) Employee’s resistance to change will causeiloréaon software outsourcing
1 2 3 4 5
b) Lack of team work will cause to failure on sadie outsourcing
1 2 3 4 5
c) Lack of necessary skilled people will causeatitufe on software outsourcing
1 2 3 4 5
d) Lack of computer literacy will cause to failuye software outsourcing
1 2 3 4 5
e) Sudden loss of IT expertise and critical skillé cause to failure on software outsourcing
1 2 3 4 5
f) Loss of innovative capacity will cause to faduon software outsourcing
1 2 3 4 5
4.2 Financial Factors
a) Additional hidden costs of ensuring complianoegotiation, and litigation will cause to
failure on software outsourcing
1 2 3 4 5
b) Cost of delayed delivery / non-delivery will cauto failure on software outsourcing
1 2 3 4 5
¢) Unexpected transition and management costscatlbe to failure on software outsourcing
1 2 3 4 5
d) Loss due to disasters and recovery costs aiilte to failure on software outsourcing
1 2 3 4 5
4.3Risks Factors
a) Governmental rules and regulations will causitare on software outsourcing
1 2 3 4 5
b) Vendors or Outsourcer’s lack of experiencel @dlse to failure on software outsourcing
1 2 3 4 5
c¢) Hidden costs in outsourcing contract risk wélise to failure on software outsourcing
1 2 3 4 5
d) The provider does not comply with the contraitt @ause to failure on software outsourcing
1 2 3 4 5
e) Security issues will cause to failure on saf@voutsourcing
1 2 3 4 5
f) Lack of legacy and new system integration nskl cause to failure on software outsourcing
1 2 3 4 5
g) Loss of IT expertise will cause to failure orftg@re outsourcing
1 2 3 4 5
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4.4 InadequacyfFactors

a) Lack of project management capabilities willsato failure on software outsourcing
1 2 3 4 5

b) Poor project scope will cause to failure ortwafe outsourcing
1 2 3 4 5

c¢) Lack of organizational learningill cause to failure on software outsourcing
1 2 3 4 5

d) Outdated technological tools will cause to faglon software outsourcing
1 2 3 4 5

e) Control/area/size/time of projeatill cause to failure on software outsourcing
1 2 3 4 5

f) Low quality of outputs will cause to failure @oftware outsourcing
1 2 3 4 5

5. Any failure factors on your software project othiggin the above mentioned4rl — 4.3,

6. Which of these factors do you think are ‘BestcBcas for software outsourcing success?
Give a mark for each of these factors on a fivapstalep - very important, 1 - not
important.

Scope - Meeting all requirement & objectives - -
Quality - Performance measurement & serviceityual . - -
Communication - Frequent Communication betweamtzprovider - -
Cost - - Delivery with estimated cost - -
Time - - Delivery with estimated time - -

THANK YOU FOR YOUR PARTICIAPTION



Annexure 4 - Summary of Success/Failure factors an8est Practices from
Literature
Success Factors

Organizational

= Top management support (Rajabzadeh, Rostamy asskekthd, 2008)

* Top management’s support and involvement (Gonz&@azsco and Llopis, 2005)

= Strong executive support (Chow and Cao, 2007)

= Union of both managements to support the proj&etpport by senior
management, Ensuring support by senior executiei®n of both managements
to support the project, Support at the directivelelines (Mendez, Mendoza and
Pérez, 2006)

= Appropriate reward system (Chow and Cao, 2007)
= Improvements in employgeoductivity (Elpez and Fink, 2006)
=  Members with great motivation (Chow and Cao, 2007)

= Keeping a high innovative capacity regarding senand technological
advantages (Mendez, Mendoza and Pérez, 2006)

= Cooperative organizational culture instead of higral (Chow and Cao, 2007)

» Focusing on the employees - Management of persassweds, Communicating
with employees, Continuous communication with empés, Special attention tg
personal matters, Personnel management, Strortgnslaips with personnel
(Mendez, Mendoza and Pérez, 2006)

= Team me Total organisation and project team comamtm(Standingt al, 2006)
= Collocation of the whole team (Chow and Cao, 2007)
= Team members with high competence and expertisew@nd Cao, 2007)

= Building team work environment (McConnell, 1997)

= Setting penalties and developing incentives - &genalties and developing
incentives lines (Mendez, Mendoza and Pérez, 2006)

* Provide necessary training (Chow and Cao, 2007)

= Aclear idea of what is sought through outsour¢i@gnzalez, Gasco and Llopis
,2005)




=  Promoting the outsourcing idea to the staff meml&tendez, Mendoza and
Pérez, 2006)

Strategic

= Strategic approach - Focusing on the strategyteffi@approach, Having a vision
and a strategic plan, , Choosing long-term relatigus, -,Separation of short-tetm
and long-term goals - Short-term goals shoulddpasated from long-term goals,
Jointly establishing business orientation - Comngwals, Work jointly to
determine business orientation (Mendez, MendozaPamelz, 2006)

» Understanding long term and short term goals (Rajaéh, Rostamy and
Hosseini, 2008)

» Having a strategic view (Rajabzadeh, Rostamy argseiai, 2008)

» Long-term relationships- Development of a multi-aainplan for Outsourcing

relationship (Mendez, Mendoza and Pérez, 2006)

= Qutsourcing as an intellectual asset, not only enaf costs (Mendez, Mendoz
and Pérez, 2006)

o

= Identify overall benefits of outsourcing. (Mend&fendoza and Pérez, 2006)

Operational

= QOperational Management Control : Management cqgrirelivery performance,
Cost management, Development and use of bestgrad¢iiendez, Mendoza ard
Pérez, 2006)

= Recognition of core activities of organization (&a&gadeh, Rostamy and
Hosseini, 2008)

= User support and involvement (Standaigl 2006)
= Strong customer commitment and presence (Chow@em 2007)
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Effective planning (Standingt al, 2006)

Considerable investment of time and effort - Coaale investment of time an
effort, Periodical meetings lines with proper mgeraent control (Mendez,
Mendoza and Pérez, 2006)

Executive and sponsor commitment (Standinhgl, 2006)

Managers knowledgeable in process (Chow and C&)20

Managers who have light-touch or adaptive managéestgie (Chow and Cao,
2007)

Good project management and leadership (Staradialy2006)

Committed sponsor or manager (Chow and Cao, 2007)

A good-value-for-money relationship (Gonzalez, ¢é@eand Llopis, 2005)
Increased control of IS expenses (Mendez, Mendod&aérez, 2006)
In-house cost saving (McConnell, 1997)

Meeting budgeted criteria (Elpez and Fink, 2006)

Technical

Existing clear selection criteria (Rajabzadeh, Rast and Hosseini, 2008)

Well-defined coding standards up front (Chow and,2#07)
Pursuing simple design (Chow and Cao, 2007)

Right amount of documentation (Chow and Cao, 2007)

Correct integration testing (Cho Regular delivergaftware (Chow and Cao,
2007)

Delivering most important features first (Chow abao, 2007)

System integration testing on site. (Chow and Q80y)

Keeping a high innovative capacity regarding senand technological
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advantages (Mendez, Mendoza & Pérez, 2006)
= Expertise and technical knowledge (Mendez, MendoZérez, 2006)
= Technological Advances (McConnell, 1997)

Client/Provider

» Choosing the right provider (Gonzalez, Gasco amgis| 2005)
» Select a proper vendor (McConnell, 1997)

» Maintain Client-Provider Relationship , Confiderased Cooperation (Gonzalez,
Gasco and Llopis, 2005)

» Good customer relationship (Chow and Cao, 2007)

= Cooperation between organizations: Interdependé€wmeperation between
organizations (Mendez, Mendoza and Pérez, 2006)

= Contract Management : Efficient contract contrdbeod contract management

Clear points between client and provider - Cledind®ns, Clear points with the

174

provider, Flexibility - Be flexible, Development efrategies and a flexible
contract, adjustable to the business changes, 18/ (Mendez, Mendoza and
Pérez, 2006)

* Provider’'s understanding of clients’ objectiveso(fzalez, Gasco and Llopis,
2005)

» Understanding between both organizations: Cleaerstanding, Understanding
the needs and objectives of the client, Understanttie client, Understanding
both organizations, Understanding the client's sgdtendez, Mendoza and
Pérez, 2006

= Proper contract structuring (Gonzalez, Gasco angdig) 2005)

» Following requirement management process (Chow@ad, 2007)
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= Meeting user requirements (Elpez and Fink, 2006)

» Provide a correct requirement (McConnell, 1997)

= Oral culture placing high value on face-to-face ommication (Chow and Cao,
2007)

= Provider’s attention to clients’ specific problef@&onzalez, Gasco and Llopis,
2005)

= Frequent client-provider contagisoblems (Gonzalez, Gasco and Llopis, 2005

N

= Keeping active communication lines: Efficient commiuation, Efficient
relationship between managements, Efficient comoatimn, Communication,
Two-way communication at each level, Communicatiera key factor, Keeping
the whole organization informed, Keeping active ommication lines (Mendez,
Mendoza and Pérez, 2006)

= Clear communication channels among stake holdec&{vinell, 1997)

= Strong communication focus with daily face-to-faseetings (Chow and Cao,
2007)

= Setting penalties and developing incentives (Menifendoza and Pérez, 2006

Failure Factors

Resistance

» Employee’s resistance (Rajabzadeh, Rostamy andekihds2008)
» Resistance from groups or individuals (Chow and,807)

= Opposition of internal staff risk (Arshad, May-Lamd Mohamed, 2007)

= Lack of team work (Chow and Cao, 2007)

= Limitation of experts (Rajabzadeh, Rostamy andsdws, 2008)

» Qualification of the provider’s staff (Gonzalez,$8a and Llopis, 2005).
» Lack of necessary skill-set (Chow and Cao, 2007)

»= Vendor’s lack of experince (Suvillivan and Ngwenygra005)

= Loss of skilled people (Suvillivan and Ngwenyam@)2)

= Poor reporting of the project’s status (Han, W. bludng, S., 2007)

» Lack of customer presence (Chow and Cao, 2007)
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lll-defined customer role (Chow and Cao, 2007)

Loss of critical skills and competences (Gonzazasco and Llopis, 2005)
Loss of IT expertise risk (Arshad, May-Lin and hManed, 2007)

Loss of innovation capacity (Méndez, Mendoza &éez, 2006)

Downstream organizational losses - loss of skilid tacit knowledge and
capacity to exploit IT for business advantage, twflsanovative capacity; loss of

intellectual property. (Rouse and Corbitt, 2003)

Financial

Organizational disruption and additional costs obmp transition (Rouse an
Corbitt, 2003)

Unclear cost-benefit relationship (Gonzalez, Gastd Llopis, 2005).
Additional hidden costs of ensuring compliance, ategion, and litigation
(Rouse and Corbitt, 2003)

Hidden costs in the contract (Gonzalez, Gasco dmypid, 2005)

Cost of delayed delivery/non-delivery (Dhar andd&aishnan, 2006)

Unexpected transition and management costs (DithBatakrishnan, 2006)

Loss due to disasters and recovery costs (DhaBatakrishnan, 2006)

Governmental rules and regulations (RajabzadehiaRgsand Hosseini, 2008)

Lack of outsourcer’s experince (Suvillivan and Ngwama, 2005)

Vendors lack of experience (Sullivan and Ngwenya2085)

Lack of outsourcer staff experience risk (Arshadhy-Lin and Mohamed, 2007
Personnel without experience (Méndez, MendozaRérkz, 2006)

Lack of experience managing the outsourcing ratatdp risk (Arshad, May-Lin
and Mohamed, 2007)

Possibility of a management weakness (Méndez, bemdnd Pérez, 2006)

Hidden costs in outsourcing contract risk (Arshablay-Lin and Mohamed
2007)

The provider’s lack of compliance with the contré@&bnzalez, Gasco and Llopis,
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2005)

= lll-defined project requirements (Chow and Cao, 200

» The provider does not comply with the contract (Gez, Gasco and Llopis,
2005)

» Badly defined system requirements (Han, W. and igu8n 2007)

= Unrealistic or unarticulated project goal (Han, &d Huang, S., 2007)

= Qutsourcer not complying with the contract riskgAad, May-Lin and
Mohamed, 2007)

= Weak definitions of requirements and scope (Ye6220

» Inadequacy project risk analysis (Yeo, 2002)
= Security issues (Gonzalez, Gasco and Llopis, 2005)
» Unmanaged risks (Han, W. and Huang, S., 2007)

= Security (data confidentiality) risk (Arshad, Maix and Mohamed, 2007)

» Lack of legacy and new system integration risk fads Maykin and
Mohamed, 2007)

= Ability to operate new system risk (Arshad, Maytland Mohamed, 2007)

Inadequacy

= Lack of project management competence (Chow and ZDfY)
» |naccurate estimates of needed resources (Hanmpdh\Haang, S., 2007)
= Poor project management (Han, W. and Huang, S7)200

= Lack of vendor perfomance monitoring (SuvillivamdaNgwenyama, 2005)

= Ambiguous business needs and unclear vision (Ye@R)2
= Poor project scope (Chow and Cao, 2007)
» Unclear approach (Méndez, Mendoza and Pérez,))2006

» Incorrect assumptions regarding (Yeo, 2002)

= Irreversibility of the outsourcing decision (Gorzal Gasco and Llopis, 2005)

» Lack of communication among customers / developersers (Han and Huanp,
2007)

= Lack of an organizational learning (Méndez, Meradand Pérez, 2006)

= Use of immature technology, inability to handle fiteject’'s complexity (Han,
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W. and Huang, S., 2007)
» Inappropriateness of technology and tools (Chow@aa, 2007)
» Qutdated technological tools (Méndez, Mendoza Bédez, 2006)
» Inability to adapt to new technologies (Gonzaleas¢ and Llopis, 2005)
= Technological indivisibility (Méndez, Mendoza amiRérez, 2006)

= Control/areal/size of project (Rajabzadeh, Rostanaytéosseini, 2008)

= Low quality of outputs (Rajabzadeh, Rostamy andsdws, 2008)

Best Practices

Scope:
» Meeting all requirements and objectives (Chow aad,Q007).
= Strategic positioning (scope) (Rajabzadeh, Rostamyg Hosseini, 2008)

Quality:

= Delivering good product or project outcome (Chow &ao, 2007).

» Quality of services and products (Rajabzadeh,d&agtand Hosseini, 2008)
= Quality of provided services(Rajabzadeh, Rostamg tosseini, 2008)

Communication:

= Contract negotiation (alliance/partnership) (Liery&n and McDermid, 2007)

» Relationship and contract management (Lin, Pervan\dcDermid, 2007)

» Employees’ motivations (Rajabzadeh, Rostamy amskEini, 2008)

= Contractor’s selection criteria (Rajabzadeh, Rogtaand Hosseini, 2008)

= Strong communication channels between client/peavéshd also among the
project team members with the other employeesarctistomer’s organization
(Lin, Pervan and McDermid, 2007).

Cost:

= Accuracy in budgeting (Rajabzadeh, Rostamy arsskiai, 2008)
= Suggested cost (Rajabzadeh, Rostamy and Hos2ed8)
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Financial stability (Rajabzadeh, Rostamy and Hogs2008)
Delivering within estimated cost and effort.(ChomdaCao, 2007).

Time:

Delivering on time. (Chow and Cao, 2007).
On time performance (Rajabzadeh, Rostamy andditos2008)
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