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Abstract
This paper, based on a survey of Government Agencies in Australia, analyses the reasons for government agencies entering into an outsourcing arrangement and measures the success of the outsourcing arrangement. It was found that political imperatives, cost savings and a need to provide a quick fix for in house problems to play an important role in explaining the drive towards outsourcing. Also, the study determined that even those contracts that are regarded as successful do not deliver on anticipated value added benefits and only barely meet the requirements of the Agencies concerned. In order to improve success levels, Government Agencies need to rationally determine what they want to achieve, how it will be measured, the scope of the arrangement, the effective implementation of the outsourcing strategy, and develop a strong partnership relationship with their outsourcing service provider. 
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1.
Introduction

A 1999 survey by the Dun and Bradstreet Corporation found that global outsourcing expenditures had nearly doubled in three years and were expected to reach $ 1 trillion by the end of 2000 (Garaventa & Tellefsen, 2001). IT outsourcing is the fastest growing area of outsourcing in the current business environment (Outsourcing Institute, 1997a). According to Roberston (2001) “revenue from the Australian [IT] outsourcing market was $A 1.3 billion in 1997 and projections to 2004 will push it up to $A 5.3 billion, or an average growth rate of 16 per cent”. However, despite the popularity of IT outsourcing, very little empirical research to date has been conducted on IT outsourcing in Australia especially that investigate Government Agencies. The outsourcing of IT functions within the Australian government sector has rapidly increased during the last few years as a result of the Commonwealth Government’s ‘whole of government IT outsourcing initiative’ and similar directives from various State Governments. It is anticipated that this paper will contribute to our understanding in relation to the various reasons behind the decision to outsource IT functions in Government Agencies as well as evaluate the success of the arrangement. 

This paper investigates a broad cross section of Government Agencies to determine whether they have or are considering outsourcing part or all of the IT function, and if so, whether IT outsourcing is regarded as successful or not. The paper is structured as follows: Section 2 highlights the relevant approaches to outsourcing, Section 3 provides a background of IT outsourcing in Government Agencies, Sections 4 and 5 present the research methodology and discuss the results while Sections 6 and 7 highlight some of the limitations of the study and finally present some conclusions.

2.
Theoretical background

As lower barriers to trade and investment encourage globalisation, advancements in information technology, and transportation have made it easier, faster and less costly to move data, goods, equipment and people around the world (Wild, Wild and Han, 1999). Companies facing an onslaught of competition from firms scattered throughout the globe must conceive and pursue strategies that differ considerably from those that they followed in less turbulent times. The internal activities within the competitive environment pose new challenges and new threats with which many organizations struggle.   To compete on a global basis, organizations source technology, materials and components from sites and suppliers across the globe which, enable them to capture local advantages, offset competitive disadvantages other than cost and exploit markets 

Nike, Inc. is the largest supplier of athletic shoes in the world and yet it outsources 100 percent of its shoe production and manufactures only key technical components of its Nike Air System (Quinn and Hilmer, 1995). Kudos Information Ltd. completed two outsourcing arrangements with Fujitsu where within ICL’s High Performance Systems (Fujitsu’s European based wholly owned subsidiary) the Customer Information Unit, developed the technical customer procedural, reference and servicing information required for its client base. It used dedicated in-house technical writing resources and an external manufacturing and distribution company distributed this information to ICL’s clients worldwide (Griffiths, 1999). Similarly, Apple Computer outsources 70% of its manufacturing costs and components (Quinn and Hilmer, 1995). Outsourcing has thus, been employed by organizations as an increasingly important tool to focus on their core competencies and cut operational costs and operational performance (Fan, 2000). Outsourcing is thus, seen as an integral part of organisational strategy (Kotabe, 1990; Ohmae, 1990; Porter, 1990; Alguire et al, 1994).

Loh and Venkatraman (1992a) view outsourcing as an administrative innovation involving significant changes in the routines or behavioural repertoires used by the organization to deal with its internal tasks of internal arrangements and external alignments. While Saunders, Gebelt and Hu (1997) define outsourcing as “the purchase of a good or service that was previously provided internally”, Loh and Venkatraman (1992a) characterise IT outsourcing as involving the transfer of property or decision rights in varying degrees over the IT infrastructure by a user organization to an external organization such as a technology vendor or a systems integrator. Reardon (2000) however describes the nature of IT outsourcing as the transfer of responsibility rather than of property for delivering business functions or services to an external service provider. In essence outsourcing means handing over the management and operation of some or all services or functions of an organisation to a third party or an external supplier (Tyler, 1998). 

Often, the most compelling reasons for outsourcing is to backfill or support a critical capability that the organisation simply cannot do on its own or share risks (Hurley and Costa, 2001). Most early stage products and services, especially IT enabled services are at the point where not outsourcing means not doing the business at all. Effective management of an organisation’s IT has become a strategic imperative for all modern organizations whether they are from the public sector or the private sector (Applegate, McFarlan and McKenney, 1996). While the strategic impact of IT differs between various industries (Applegate et al., 1996) its importance in enhancing operations and performing routine business tasks has an impact on all businesses to a certain degree. IT is frequently being recognised as a significant driver of continuous change (KPMG, 1999). At the same time, IT poses many challenges for organisations. Both private sector and Government Agencies are finding it difficult to maintain the necessary levels of in house expertise and resources in order to manage the IT function effectively. As a consequence many organisations are turning to outsourcing as an alternative strategy for managing the IT function (Applegate et al., 1996; Wreden, 1999). 

Many writers have proposed research frameworks (Finlay & King, 1999), criteria (Edwards, 1998) and schemes for analysing or assessing outsourcing (Bazinet, Kahn & Smith, 1998). According to Blumberg (1998), a significant number of research articles (Blumberg, 1993; Chaudbury, Nam and Rao, 1995a; Chaudbury, Nam, Rajagopalan and Rao, 1995b; Hirschheim and Lacity, 1993; Eng, 1996; Halvey and Murphy, 1996) are based on the underlying assumption that outsourcing can, by itself, reduce costs of service and/or improve efficiency. Gupta and Gupta (1992) contend that an organization outsources when it has an immediate need to reduce or stabilise costs, when it does not have sufficient in-house capabilities, the organization is not sufficiently equipped to keep up with the changes in the environment and when the function does not provide a strategic competitive advantage to the organization. Lacity and Hirschheim (1993) proposed that IT (as a function to be outsourced) can be understood as a utility which is experiencing a shift from being considered a competitive weapon to an opportunity for cost reduction. The belief is that if a utility is outsourced it will free up resources enabling greater concentration on the organization’s core competencies. 

Wreden (1999) argues that while in the 1980s and the early 1990s IT outsourcing may have been considered a last resort for organizations that are in trouble, the trend shifted during the 1990s to organizations that were seeking to improve business processes and enhance their competitive advantage. Lacity and Willcocks (2000a) observe that IT outsourcing has outlived the 5 year period typical of a management fad and is regarded as a standard management tool. However, according to Lacity and Hirchheim (1993) the cost savings may have been an important factor for organizations “adopting outsourcing”. Blumberg (1993) proposes that outsourcing provides an effective means of reducing costs by contracting with a third party that can provide better services at a lower cost. By reducing costs through outsourcing, the organization gains the ability to improve operating efficiency, increase return on assets, and improve profitability (see also Reardon, 2000). Costa (1999) found that some companies value the predictability of costs that an outsourcing contract offers more the cost savings as is supported by the following comment by a client organisation: “Through outsourcing we sought to gain / leverage economies of scale and provide improved service levels at a predictable cost. Consequently, actual costs, on paper, tend to look higher with outsourcing. However, outsourced costs are predictable, and if contracts are well managed, unplanned events are mitigated or responded to within the scope of the engagement. Therefore, if unplanned events are considered, outsource costs are actually less than non-outsourced costs” (Costa, 1999). Borthick (1995) notes that improving quality of service is an important factor in deciding to outsource and that outsourcing can be an effective tool to improve customer service (Hurley and Costa 2001). Aging infrastructure, poorly maintained equipment, inappropriately skilled staff or outdated work practices are deficiencies that outsourcing can address to improve service quality. Benson and Ieronimo (1996) state that, in many cases, outsourcing is part of a drive to incorporate flexibility in operations. The increasing use of contractors for services, reflects a consensus that the firm should concentrate on its core activities (Benson and Ieronimo, 1996; Rees and Fielder, 1992). Further, more and more firms outsource operations to which they cannot add value (BCR Survey, 1992 cited from Borthick, 1995). It is argued that non-value adding tasks can be more efficiently performed by firms that specialise in such tasks (Cannon, 1989; Harrison and Kelley, 1993; Edwards, 1994). The perceived benefit to the firm is that its limited physical, managerial and financial resources can be focused on producing quality product or service at a competitive price (Venkatasan, 1992 cited from Benson and Ieronimo, 1996). Borthick (1995) notes a similar trend in the BCR Survey (1992) where a respondent was quoted as saying “we don’t expect to save money by outsourcing, but we will implement applications faster and get quicker paybacks”.  

A less researched argument indicates that perhaps outsourcing maybe the only alternative available to organisations due to legislations or governmental policies. For example, with the passing of the Local government (competitive tendering) act 1994, Victoria’s (Australia) public library sector became exposed to compulsory competitive tendering. Victorian Councils have a long history of using competitive tendering as a mechanism for selectively contracting out services, particularly those which were considered non core, such as cleaning, gardening and maintenance. However, the introduction of the Local government (competitive tendering) act 1994 changed the selective and discretionary approach. The ideology was that the process of opening local government services up to competitive tendering would force the current in house provider to compete with the potential external suppliers for the contract and it was perceived as the most direct and efficient way of generating productivity improvements (Rochester, 2001). 

Elliott (2001) identifies another option that is being explored among engineering companies which is a sort of engineering exchange where, the companies with high-level experts on their staff find it economically advantageous to rent that expertise to others. Ontro, a company that makes self heating containers and does R&D in exothermic chemical reactions, states “because the analysis need is sporadic, engineering exchange [i.e. exchange of skills] gives us vast time savings”. The IT Outsourcing Research Group (1999), found a shift in emphasis from cost cutting to gaining access to better or more skills and expertise, provide services that were not available internally and to improve their focus on the core business areas.  New products and services demand access to a wider range of capabilities than most organisation have at hand and thus most of the new economy companies boast of the number of strategic alliances and strategic partnerships they are engaged in (see also for example Narula, 2001 and Narula & Sadowski, 1998). 

Bettis, Bradly and Hamel (1992) argue that a decrease in companies’ competitive advantage, as reflected in declining profitability, leads to outsourcing. Outsourcing is considered a strategy that allows companies to concentrate on the core areas (Prahalad and Hamel, 1990) of their business operations in ways that reinforce their competitive advantage (Porter, 1980). It is therefore expected that the outsourcing would increase the profitability of a firm. Outsourcing may also be seen or experienced as an impetus for change where the external vendor can bring to the organization more specialised and efficient ways of undertaking the given tasks (Johnson and Johnson, 1991; Bergstrom, 1993, Benson and Ieronimo, 1996). The contention of the new millennium is to utilise outsourcing as part of the organizations growth strategy (Ruzzier, 2001; Kotabe, 1990; Ohmae, 1990; Porter, 1990; Alguire et al, 1994). The Outsourcing Institute (1998) summarise reasons for outsourcing as anticipated or actual outcomes of the outsourcing activity. According to them, an organization considers outsourcing to reduce and control operating costs, to improve company focus, to gain access to world class capabilities, to free internal resources for other purposes, to access resources that are not available internally, to accelerate reengineering benefits, to function difficult to manage or out of control activities, to make capital funds available, share risks and infuse cash into the organization. 

Despite its popularity, success in an outsourcing venture is not always guaranteed. The Outsourcing Institute (1997b) identified loss of control, industrial relations, cultural differences and the decision making process as the major challenges associated with outsourcing. Collins and Millen (1995) observe that, the most frequently cited obstacle to implementation was developing working relationships between in house and vendor personnel. According to Applegate et al. (1996) the key to effective outsourcing is the sustained management of the relationship with the outsource provider. This view is supported by Due (1992), who espouses that there are some very real costs associated with understanding the various roles and responsibilities of each of the parties. Another key factor is a clear understanding of what has to be outsourced. As Barthelemy (2001) puts it “It is always cheaper to stay vague about your expectations and sign the vendor’s standard contract than to develop clear expectations and build them into the contract. It is cheaper to go with the convenient vendor, rather than research the vendor’s suitability. But it is not cheaper in the end” (for example see Lacity et al., 1996). McFarlan and Nolan (1995) argue that the timing of benefits derived from outsourcing poses another challenge. The customer finds it relatively easy to determine that benefits have been derived during the early stages of the contract. Often once the capital payment is made, the burden of IT problems and issues is shifted onto the external provider. But as Lacity et al. (1996) state that IT capabilities continue to evolve at a dizzying pace and therefore predicting the IT needs beyond three years is difficult. From the outsourcers’ perspective, the reverse situation applies. The back loaded profit stream is anticipated to offset the large capital outlay and heavy set up costs. Such a divergence of interests can create extraordinary tension. 

Willcocks, Fitzgerald and Feeny (1995) found that the choice of one of the three main paths into outsourcing determined the success of the outsourcing venture. The three paths are: incremental outsourcing, hard learning and a strategic approach to outsourcing. Incremental outsourcing involves starting small and on an obvious discrete area usually to achieve clear cost savings and/or because of lack of internal expertise or inability to retain the IT staff required.  The hard learning outsourcing approach is to drift or be pressured into some large scale outsourcing with little experience of how it should be managed making mistakes along the learning curve. The third approach focuses on how outsourcing fits with what the rest of the business is doing and how IT outsourcing can be managed. 

Table 1
Gartner Group Outsourcing Models

	Single Service Provider

(Full Outsourcing)
	This model consists of a single strategic contract with a single SP.

This is the most talked about and hyped model because it creates potentially big revenues for vendors.

Gartner research has shown this is not the right answer any more.

Gartner Group research has also shown this is not a safe option.

	Best of Breed

(Selective Sourcing)
	This is the most common model. A separate outsourcing contract is established for selective functions, with best of breed SPs.

SR chooses and manages different SPs.

	Prime

(Best of Breed Consortia)
	A SP consortium is built and 1 SP takes the role of prime contractor, selecting the sub-contractors to be used to fulfil service requirements.

	General Contractor

(Best of Breed Consortia)
	SR appoints both a prime contractor and also the sub-contractors to work with the prime contractor.

	Insourcing
	This model represents the creation of a separate internal IS business unit.

Creates a pseudo commercial entity with low risk.

	Joint Venture
	An IT service company is built and shared with a market SP. Outsourcing JV’s are mostly oriented to serve the client/partner

	Brand Services Company
	A variation on insourcing. The service company does leverage in the SP market, selectively outsourcing part of the services.


Source: Humphrey (2000) p.56

Lacity, Willcocks and Feeny (1996) found that companies either engaged in total or selective outsourcing. In a 1999 study Willcocks and Lacity found that selective outsourcing was the most common model for IT outsourcing as was supported by the study conducted by the Gartner group, cited in Humphrey (2000). The Gartner group advocate a range of IT outsourcing models that can be adopted by organizations.  These are shown in Table 1. However, it was found that while companies that exclusively used their internal IT departments to provide IT services and products experienced problems, the companies engaging in total outsourcing also experienced significant difficulties a few years into their contracts. The difficulties included the loss of control of the business strategy and outsourced function and hidden costs involved with the contracts. Conversely, most companies with a reasoned, incremental and selective approach to outsourcing had successful experiences with it. Selective outsourcing located selected IT functions with external providers while still providing a significant proportion of the IT functions in house. Blumberg (1993) notes that outsourcing can also occur in the form of collaborations or alliances with two or more parties in the same business offering complementary products or services.  These hybrid arrangements enable the two organizations supporting the same market to share the resources, increase revenues through synergistic relationships, ability to increase capacity utilization, improve return on investments and create economies of scale. Irrespective of whether companies opt for total or selective outsourcing, outsourcing poses several organisational challenges. 

In summary, it appears that the main reasons why companies outsource their IT functions is to save money or create a better cost structure, improve service thereby reducing operational risks and to add strategic or operational capabilities to the organisation. Gupta and Gupta (1992) suggest that an immediate need to reduce or stabilise costs, a shortage of in-house IT talent, inability of the IT function to provide strategic advantage and insufficient resources to keep up with the technology needed to remain competitive may act as drivers of outsourcing. Other issues such as political imperatives play an important role in the outsourcing of IT function in Government agencies. Thus, while reduced cost savings may well have been the original reason for organisations to jump onto the outsourcing bandwagon (Lacity and Hirchheim, 1993; Wreden, 1999), the current outsourcing trend could also be viewed as a continuation of the evolution of IT (Teng et al., 1996). The same has also been indicated in the Outsourcing Index 2000 (The Outsourcing Institute and Dun & Bradstreet, 2000), which revealed that more and more companies are planning to outsource for strategic rather than tactical reasons,along with a growing use of outsourcing for new business processes. Despite its popularity, success in outsourcing is not always guaranteed. Issues relating to loss of control, industrial relations, cultural differences and the decision making processes pose the major challenges to the success of the outsourcing arrangement.

3.
IT outsourcing within Government Agencies in Australia.

As within the private sector, the debate within Government to retain in-house services or to outsource is not a new phenomenon, according to Sciuilli (1996), various forms of outsourcing have been used both in Australia and overseas for decades and IT has traditionally been one of the main activities targeted. Enthusiastic adopters of IT outsourcing include the UK and US Governments (Connors, 1999). IT outsourcing is also reflected within the Government sector within the United States. San Diego County, the State of Connecticut and NASA recently outsourced IT functions (Conddas, 1997, Ferris, 1997; McGee, 1999; Silver, 2000). According to Dzinkowski (2000), US federal legislation has been introduced that mandates the evaluation of cost effectiveness and the potential for outsourcing, particularly in areas such as IT. New Zealand is reported to have "led the world in Government outsourcing in the 1980s" (Weir, 1999, p.2) and Canada recently released a report suggesting that the new millennium will see increased outsourcing at all three levels of Canadian Government (Dzinkowski, 2000). Taiwan, Korea, Hong Kong and Singapore Governments are also moving toward IT outsourcing (Bryan and Connors, 1999). In Australia, Government Agencies are being urged to consider outsourcing in order to improve their fiscal position and increase economic efficiency (Quiggin, 1994). In 1997, the Commonwealth Government of Australia decided to outsource its IT infrastructure subject to the completion of successful competitive tendering processes by aggregating services across Government agencies (Humprey, 2000). This decision became known as the ‘Whole of Government’ IT outsourcing initiative. Table 4 outlines a brief chronology of this initiative to date. 

Table 4
Chronology of Commonwealth IT Outsourcing

	Date
	Publication/Policy
	Content

	1991 September
	Finance Circular 1991/23-19 September 1991 (Guidelines for the operation of IT acquisition councils).
	Agencies to test the market for the outsourcing of both new and existing information technology (IT) service.

	1991 November
	Information Technology Buyers Handbook – 1991 (Government Procurement Policy)
	Agencies are to test for outsourcing both new and existing IT service requirements.

	1994 August
	Guidelines for the operation of IT Acquisition Councils August 1994.
	Issues to be considered by the council include consideration of total or partial outsourcing to the private sector.

	1995 March
	‘Clients First the challenge for Government information technology’ – Report of the Minister for Finance’s information technology review group March 1995.
	The principle of contestability is extended to all elements of Government IT.

Implementation of outsourcing strategies should take these factors into account.

A whole of Government repository of expertise needs to be established by the Chief Information Officer to provide ongoing assistance to agencies involved in outsourcing.

	1995 December
	Framework and Strategies for Information Technology in the Commonwealth of Australia OGIT Dec 1995 – Exposure Draft.
	Increase competition for and outsourcing of Commonwealth IT activities.

	1996 September
	Human Resource Management – Principles guidelines good practice, Outsourcing – PSMPC 1996.
	Ensure fair and equitable treatment of all staff affected by the decision.

	1996 December
	Agency Questionnaire on current IT infrastructure and costs.
	Agencies complete a questionnaire on their IT requirements.

	1997 February
	Request for Information to industry seeking indicative prices to deliver IT infrastructure to clusters of Commonwealth Agencies.
	Indicative prices sought from industry.


Source:
Humphrey (2000), p.24

According to Fahey, (2000a) five contracts are currently in place covering 23 Commonwealth Agencies with a total contract value of around $1.2 billion. In addition, tenders involving 7 or more agencies are in progress and preparations to commence another two group processes involving 11 agencies are well under way. McGregor (1999) believes that Australia mirrors the worldwide growth in the services market, a fact that can be attributed to the amount of outsourcing in the Government sector. In fact a boom in the IT sector has been brought about in Canberra as a result of the outsourcing of Government services (Dancer, 2000; Humprey, 2000; Alston and Fahey, 2001). This trend is set to continue with outsourcing playing a central role in Government service delivery (Schroder, 1999). The Australian Government’s entree into IT outsourcing is considered to be the driving force behind the huge growth in the IT services market (Bryan and Connors, 1999; Alston and Fahey, 2001). 
A globally acclaimed IT outsourcing success story is the South Australian Government’s US$373 million IT partnership with EDS (EDS, 2000; M2 Presswire, (2000) 21st February 2000, editorial). Although the benefits derived by the South Australian Government included over $100 million in cost savings, these are deemed as secondary to the Government’s primary objectives of spurring economic development and boosting the local IT industry. A further benefit has been derived through the ability of EDS to keep pace with global IT trends. In addition, the outsourcing deal has enabled the Government to overcome technological inconsistencies and achieve a higher level of standardisation across its Agencies (Outsourcing Journal, cited in M2 Presswire, 2000).

IT outsourcing within the Government sector in Australia does not always reflect the South Australian success story. According to Ives (1999), the Federal Government IT outsourcing project is in quite a mess with accusations of incompetence being fired between both Government Agencies and outsourcing providers. Clout (1999) reports that the Government’s IT outsourcing program has failed to deliver the promised savings, although a report by Ludlow (1999) flatly disputes this claim. In reaction to the claims and counter claims by opponents and supporters of Government IT Outsourcing, on 7th November 2000 the Federal Government commissioned an independent review of the ‘Whole of Government Outsourcing initiative’ (Fahey, 2000b). A review by Richard Humphrey AO, Managing Director of the Australian Stock Exchange and Chair of the Australian Institutions Commission since 1996 revealed that the Government had been using a flawed model and consequently the anticipated savings from outsourcing had not been realised (Fahey, 2000b; Humprey, 2000; Colebatch, 2001; Crabb, 2001; The Age Newspaper, 2001). However, the report also revealed that the debate over cost savings has obscured the many other benefits that can arise from properly implemented outsourcing such as wider access to skills and technology, strategic partnerships and the opportunity to manage capital expenditures more effectively (Humphrey, 2000). The main findings of the report are that take up of the ‘Whole of Government’ outsourcing initiative has been slow to date because of difficulties with the implementation and transition process. However, Humprey (2000) believes that the benefits of IT outsourcing are so potentially significant that it would be unfortunate to forego the opportunities presented. Further he states; “IT outsourcing is at its heart about the management of human resources and cultural change, of which technology is an important but not dominant element” (Humprey 2000, p.6). As a consequence, Humprey suggests a number of key success factors for the implementation of IT outsourcing (Table 5).
Table 5
Key Success Factors for the Implementation of IT Outsourcing

	· Securing senior management buy-in

	· Identifying a strategic reason to outsource

	· Ensuring a well defined and stable IT platform

	· Ensuring a well understood and documented business and IT environment prior to outsourcing

	· Developing agreed baseline performance information

	· Being organisationally and culturally ready for outsourcing

	· Securing commitment by both the ESP and customer agency to appropriate IT governance management structures.


Source:
Humprey (2000) p.13

As well as focusing on implementation and transition issues, Schroder (1999) believes that in order to overcome the issues currently being encountered, Government executives will need to improve their ‘deal making’ skills. This is supported by Hazell (1997) who argues that there are a number of management, costing and accounting issues that need to be addressed by Government when considering outsourcing. Sciuilli (1996) agrees and suggests a four step costing model to be used for comparing the costs of in-house services with contractors’ bids.

As with the private sector, the earlier outsourcing contracts focused on cost savings however in more recent times it is being viewed as a means of improving service, releasing politicians and public servants from non-core activities enabling them to concentrate on strategy and policy making (Schroder, 1999). Not all authors regard IT as a non-core function, Ferris and Saldarini (1999) warn against considering IT as a support function. They argue that in today’s information driven society, IT is a central competency and loss of control of IT or poor selection of an outsourcing contractor could cause a loss of effectiveness resulting in lack of public support. This view is supported by McCoy (1999), who argued against Government IT outsourcing stating that all substantial IT applications are linked to the core business activities of an organisation and therefore can not be considered non-core. In addition, Rogers (cited in Ferris and Saldarini, 1999) states that there is no evidence that outsourcing IT reduces Government costs. In fact he argues “the scanty available evidence suggests that outsourcing increases agencies costs by 25 percent or more” (Rogers, cited in Ferris and Saldarini, 1999, p. 68). Raffoul (cited in Howarth, 1999) also espouses the failure of outsourcing to deliver cost savings. These claims are disputed by Humphrey who cites the Auditor General as stating that “significant savings” have been achieved through IT outsourcing (2000). In addition, case studies from the USA, such as the City of Evansville and Vanderburgh County report cost saving through IT outsourcing of 23 percent (The American City & County, 1997) and the State of Connecticut who anticipate savings of US$400 million over the IT contract’s life. 

Sciuilli (1996) argues that Government agencies also need to consider the costs of reviewing and monitoring the outsourced services, as these costs can be significant. Indeed, some Government Agencies have found it necessary to set up departments with the sole responsibility of managing outsourced contracts. Further costs include redundancy payments, retraining and relocating personnel as well as a possible cash injection from a one off sale of IT assets. The arguments in relation to the achievement or otherwise of cost savings remain inconclusive, it is therefore imperative that a full, accurate and transparent analysis of in-house costs be undertaken prior to any IT outsourcing decision (Sciuilli, 1996; Hazell, 1997). Such analysis should include identification of direct and indirect costs as well as contract management costs, taxes and whether the in-house service should allow for a profit margin (Hazell, 1997).

4. 
Research Methodology

A questionnaire was used in order to collect  data from a cross section of Government Agencies. The objective was to design a questionnaire to be no larger than two A4 sized pages that would capture a ‘snapshot’ of the status of IT outsourcing within Government Agencies. For the purposes of this study the sample was restricted to State and Federal Government. Location details were collected from Government directories and web sites and all questionnaires were addressed generically to ‘The IT Manager’. As some Agencies span multiple addresses a copy of the questionnaire was sent to each address, a strategy that was intended to maximise return rates. This was normalised during the analysis process to ensure that each Agency was only calculated once when reporting percentage response rates.

The questionnaire comprised of four sections. The first to determine which Agencies currently outsource any of their IT functions and if they do not whether outsourcing has been or is likely to be considered. The remaining sections only applied to Agencies that outsource at least some components of their IT functions with the second section seeking specific information regarding the percentage of services outsourced, term of contract, asset ownership, staff retention, drivers and satisfaction levels. Section three explored benefits of outsourcing and section four asked a series of opinion based questions designed to test some of the research findings to date. The questionnaire concluded with two open-ended questions about the outsourcing process.

The types of scales used to measure the items on the survey instrument were; categorical scales (eg. Yes/no), Likert scales (eg. strongly agree – strongly disagree) and rating scales (eg. Expectations met/not met/ exceeded). The data from the survey instrument was extracted and input into a Microsoft Excel Spreadsheet in order to facilitate analysis. The results were compared and consolidated using percentage breakdowns of the responses as well as mean, median and mode analysis.

The questionnaire was posted to 69 Government Agencies at both State and Federal Government levels across Australia. The questionnaires originally mailed out yielded a response rate of 28%. A further copy with a reminder letter increased the response yield to 41% or 28 Agencies. Of the Government Agencies that responded, 86% currently outsource part or all of their IT function. Of the 14% that do not outsource IT, only one Agency had considered IT outsourcing and rejected it and one other Agency said that IT outsourcing is being considered as a future possibility. The percentage of the IT function that is outsourced by the participating Government Agencies ranges from 10% to 100%. These figures have been grouped in accordance with Lacity, Willcocks and Feeny’s (1996) degrees of outsourcing in Figure 1. 
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% Response

Less than 1 year

0%

1 year renewable

13%

1 year to 3 years

33%

3 years to 5 years

25%

More than 5 years

13%

Data not supplied

17%

Total

100%

Figure 1
Degrees of Outsourcing

Alternatively, if the responses are grouped in accordance with Horowitz’s (1999) definition of ‘extreme outsourcing’, which is defined as 50% of an organisation’s IT function being outsourced, 50% would fall into this category. A wide variety of outsourcing service providers are being used (Figure 2) with the most popular being to outsource to another Government Agency, a recognised outsourcing model which the Gartner Group refer to as ‘Insourcing’ (Humprey, 2000).

Figure 2
Outsourcing Service Providers
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The term of contract varies from the outsourcing arrangements with ‘Insourcing’ tending to be one year renewable contracts and the others ranging between three to nine years (Table 1). In the Agencies surveyed, 69% retained ownership of their assets with only 31% relinquishing ownership to the OSP. Further analysis performed on the results revealed that 63% of the agencies that had retained ownership of their assets regarded IT Outsourcing as successful whereas only 25% did not regard it as successful. The remaining 13% regarded IT outsourcing as neither a success nor a failure. Another factor which may have contributed to the outsourcing arrangement being regarded as successful is the perception of job security. According to the respondents, 78% of staff were retained, 16% transferred and only 6% retrenched. Given that a high percentage of the staff involved in IT functions were retained, a secure work environment may have perhaps attributed to a positive perception of the outsourcing arrangement. 
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Contract Period

On the whole, given the impact of the factors discussed above, it is not surprising that 72% of the respondents felt that their expectations had been met and 24% felt the expectations had not been met. However, a small proportion of the respondents (4%) state that the outsourcing arrangement exceeded their expectations.

Drivers of IT Outsourcing 

The IT Managers were asked to state their opinion as to the major drivers for IT Outsourcing within their Agency. This question was asked as an open-ended question and the answers were coded into similar categories. Figure 5 illustrates the percentage responses to each driver. It is interesting to note that six of these drivers fall within the “Top 10 Reasons Companies Outsource” cited by The Outsourcing Institute (1998). 
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Drivers of IT Outsourcing

Benefits of IT Outsourcing

Insight into the extent of the perceived benefits derived from IT Outsourcing correlate with the initial drivers. No additional benefits other than those identified by the Outsourcing Institute (1998) were documented by the respondents. The results are illustrated in Table 3. Four of the Outsourcing Institute’s reasons; improve Agency’s focus, free internal resources for other purposes, gain resources not available internally and share risks, have strong positive responses. A further four reasons; reduce and control operating costs, gain access to world class capabilities, accelerated re-engineering benefits and better management of an out of control function are fairly evenly divided as to whether the benefit had been met or not met and the unsure response was also fairly high in relation to these benefits. Finally, respondents did not believe or were unsure about whether capital funds had been made available or a cash infusion received as a result of outsourcing their IT function. 

Table 3
Meeting the Anticipated Benefits of IT Outsourcing

	Anticipated Benefit
	Met
	Not Met
	Unsure

	Reduce and control operating costs
	41%
	42%
	17%

	Improve agencies focus
	70%
	17%
	13%

	Gain access to world class capabilities
	33%
	29%
	38%

	Free internal resources for other purposes
	62%
	17%
	21%

	Gain resources not available internally
	83%
	13%
	4%

	Accelerated re-engineering benefits
	29%
	38%
	33%

	Better management of out of control function
	33%
	25%
	42%

	Make capital funds available
	25%
	37%
	38%

	Cash infusion
	17%
	25%
	58%

	Share risks
	50%
	33%
	17%


A series of questions were asked in order to ascertain the opinion of IT Managers on a number of IT outsourcing issues. In addition, they were asked to rate each question in relation to the importance of that issue to their own particular circumstances. Figure 6 shows the full spectrum of results and Table 4 details the mean, median and mode returned for each question. Success of the IT outsourcing arrangement was rated as the most important issue on the importance scale however the mean result shows that IT Managers barely agreed that this is the case, revealing a large gap between requirements and reality. The mode result however, shows that the majority of IT Managers surveyed agreed that IT outsourcing is successful. The next most important issue was that the OSP meets the required service levels. Further issues of importance to the survey sample were that the anticipated benefits of outsourcing were met, having an excellent or win/win relationship with the OSP, required service levels being understood by both parties prior to entering into the arrangement and flexible terms of contract. Saving money and IT outsourcing being a source of strategic advantage to the Agency rated below ‘important’ on the importance scale. 

[image: image5.wmf]Degrees of Outsourcing

Total 

Outsourcing

(> 80% 

Sourced 

Externally)

21%

Total 

Insourcing

(> 80% 

Sourced 

Internally)

25%

Selective 

Sourcing

(20-80% In-

House)

54%

Table 4
Opinion Survey Mean, Median and Mode Results

[image: image6.wmf]Drivers of IT Outsourcing Within Government

Political/Directive 

from Government

13%

Solve High 

Attrition/Retain 

Skills

15%

Access to 

External 

Skills/Resources

18%

Better Service

13%

Keep up with 

Changing 

Technology

3%

Introduce User 

Pay to Moderate 

demand

3%

Focus on Core 

Business

5%

Solve In-House 

Problems

10%

Cost 

Savings/Control

20%

Figure 3
IT Outsourcing Opinion Survey

In order to assist with the interpretation of these data, the questions were coded into the following categories then each category was interpreted in detail:

1) Value for money/cost savings

The results from this category (Figure 4) are very low with no agreement being shown with any of the questions. It is interesting though that the importance placed on these questions is also fairly low. It seems that IT Managers of Government Agencies do not believe they achieve cost savings, value for money or strategic advantage from IT Outsourcing, nor do they believe this to be particularly important. This finding is surprising given that responses to earlier questions revealed that cost savings are considered to be the number one driver for IT outsourcing.
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Value for Money/Cost Savings

2) In-house control/knowledge/morale
There is a fairly low agreement rate with the questions in this category (Figure 5). The IT Managers neither agree nor disagree with the statement that the outsourcing arrangement is structured to retain in-house knowledge and expertise and only minimally agree that it is structured to retain in-house control. In addition, there is only a small degree of agreement that employee morale in the IT department is high. Importance ratings in relation to these questions are also low revealing no major gaps.

Figure 5
In-House Knowledge/Control/Morale
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3) Satisfaction
The respondents neither agree nor disagree that the anticipated benefits of IT outsourcing have been met, however this is regarded as an important issue. The opinions are also mixed in relation to the OSP meeting required service levels and whether they enjoy an excellent relationship with their OSP (Figure 6).

Figure 6
Satisfaction
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4) Contract Management
There is agreement with the statement that IT Managers aim to foster a win-win relationship with the OSP. The other responses are marginal with only slight agreement that the required service levels were understood by both parties prior to entering into the arrangement and the terms of contract being flexible enough to meet evolving needs. The question about the slightest deviation from the original scope incurring additional charges returned a neutral response. All of the issues in this category rated as important or higher with the relationship question rating the highest score (Figure 7).
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Contract Management

Key Success Factors

It is noteworthy that the IT Managers were asked to give some examples of things that their department did during the outsourcing process that increased the success of the contract or provided improvement. This question was asked as an open-ended question and the answers were coded into similar categories. The key success factors were identified and ranked as follows (Figure 8 shows the coded responses):

1) Good relationship and communication

2) A strategic approach to outsourcing and/or the use of an external consultant to help with the specification and evaluation process.

3) Tight service level agreement and specifications

4) Effective contract management

5) Flexible non-prescriptive service level agreement
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Key Success Factors

The results (see Figure 9) indicate that 24% of the respondents held the belief that an improvement opportunity would have been not to outsource the IT function at all. In hindsight, 23% would have used a less prescriptive service level agreement (SLA) and 15% believe that better relationship management would have improved the situation. A further 15% responded that they would have resolved certain internal IT issues prior to outsourcing rather than expecting the OSP to resolve such issues. In addition, 15% said that they would have gone out to public tender in order to benchmark price and/or service levels. These respondents were Agencies that have outsourced the IT function to another Government Agency rather than a commercial OSP. Finally, 8% of the respondents stated that they would not have regarded the outsourcing arrangement as a means of saving money. 


Promoting a perception of outsourcing as an outcome of business strategy was identified as a factor that would help improve the perception of the outsourcing arrangement and the benefits that accrue from the arrangement. Creation of a clearer and more comprehensive SLA; investigation of the relocation of servers in more detail; a better understanding of costs involved; inclusion of separate teams for negotiation and contract management; and the introduction of a method to measure the performance of the OSP and a method of rewarding or punishing the OSP depending on their performance, were some of the other factors that the respondents felt, would lead to a successful outsourcing arrangement.
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Improvement Opportunities

In summary, the questionnaire survey analysis revealed that selective sourcing is the most common approach to IT Outsourcing within Government Agencies. An interesting trend appears to be outsourcing to other Government Agencies rather than external OSPs. In the main, Agencies prefer to retain ownership of their assets although a few believed that this had been a mistake. Retrenchments were minimal with the vast majority of employees being retained or transferred to the OSP. The majority of the outsourcing arrangements in place currently, meet the expectations of the IT managers surveyed.

When considering factors that drive IT Outsourcing within Government Agencies the drivers are not dissimilar to those of the commercial sector as reported by The Outsourcing Institute (1998). Cost savings, access to external skills and resources and a solution for staff turnover problems are considered to be the main drivers, closely followed by the fact that IT Outsourcing has become a political imperative.

The IT Managers agreed with some of the anticipated benefits stated by The Outsourcing Institute (1998) however disagreed or were unsure about the others. The main areas of agreement were to improve departmental focus, free up internal resources for other purposes, gain access to additional resources and share risks. Further, there was a mixed response by the IT Managers as to whether cost savings had been achieved or not, despite the fact that this had been identified as the number one driver of IT Outsourcing. Finally, opinions reveal that the verdict is still out as to whether IT Outsourcing is regarded as successful or not. This finding is backed up by the fact that 24% of the IT Managers surveyed said that an improvement would have been not to outsource the function.

5.
Discussion

Government agencies are no different than the commercial sector in that IT not only plays an important role in enhancing operations and performing routine business tasks but is also recognised as a significant driver of continuous change. Further, organisations and Government Agencies alike are increasingly demanding the delivery of greater value from their investment in IT. Hence it is not surprising that maintaining the necessary levels of in-house expertise and IT resources creates many challenges for Government Agencies. As a consequence, many have turned to IT outsourcing as a means of meeting these challenges.

Outsourcing of IT involves entering into a commercial relationship for delivery of IT functions and services over an extended period of time. A further factor is the degree of IT outsourcing adopted. For example, 80% or more of the function being outsourced is regarded as total outsourcing, whereas 20% to 80% is regarded as selective sourcing. The main reasons why Government Agencies outsource IT includes cost savings, access to external skills and resources and to resolve the problem of high attrition rates resulting from the lower rates of remuneration applicable to the Government sector. In addition, in recent times, IT outsourcing has become a political imperative for many agencies as a result of directives from Government at both State and Federal level.

It is therefore both appropriate and timely to consider whether IT outsourcing has been successful for Government Agencies. The lack of empirical research into IT outsourcing in Australia with particular reference to the Government sector, coupled with a high degree of discussion on this topic in the popular press, provided the impetus for this research project. The aims of the project were to first of all determine whether IT outsourcing is regarded as successful within Government Agencies and secondly to attempt identify what has been learnt from the experience to date.

This study has established that IT Managers surveyed are mixed in their verdict as to the success of IT outsourcing, giving a mean result of only 0.25 above the neither agree nor disagree response. However, more IT Managers agreed that it is successful than not, as revealed by the mode result of 4 indicating agreement. In addition, 72% of the IT Managers surveyed stated that their expectations were being met, a further indication that IT outsourcing is regarded as reasonably successful by most of the Agencies surveyed. 

Government Departments and Agencies in Australia at both State and Federal level have mainly adopted a selective sourcing arrangement rather than total IT outsourcing. This is in line with Wilcocks and Lacity’s (1999) findings for the majority of organisations and is acknowledged by Humphrey (2000) as being a lower risk model. The most popular approach, adopted by 30% of the Agencies surveyed, was what the Gartner Group refers to as ‘Insourcing’. This is when a particular Government Agency forms a separate IS business unit to which other Agencies outsource. There was no correlation between the success/failure of the arrangement and the outsourcing approach adopted. A far more significant success factor was the strength of the relationship with the OSP.

It is interesting that 69% of the Agencies retained ownership of their IT assets rather than relinquishing ownership to the OSP, a factor that is at odds with Hirschheim and Lacity’s (2000) definition of IT outsourcing involving the transfer of assets and leases as well as staff and management responsibility to third party vendors. It appears that Reardon’s definition, which concentrates on the transfer of responsibility rather than assets, is more aligned with reality.

“…the transfer of responsibility for delivering business functions or services to an external service provider.” (Reardon 2000, p. 99).

Unlike the findings of Costa in relation to the private sector that “outsourcing is no longer driven primarily by cost considerations” (1999, p.84), this study established that cost savings are the number one driver of IT outsourcing within Government. Perhaps this difference in driving forces can be explained by the high profile, public scrutiny and political imperative associated with the Government sector. This is unfortunate as the debate on cost savings detracts from the other benefits achieved and whether cost savings have actually been achieved remains inconclusive. 

The second driver of IT Outsourcing for the agencies surveyed was gaining access to external skills and resources. 83% of IT Managers surveyed stated that this benefit had been met however, only 33% believe that they have gained access to world-class capabilities through IT outsourcing. Further, the IT Managers neither agreed nor disagreed with the question about whether strategic advantage had been gained through access to the resources and expertise of a large organisation. 

6.
Limitations

As with all research projects there are a number of methodological limitations associated with this study. Firstly, as an objective of the quantitative questionnaire was to restrict it to two single sided A4 size sheets in order to facilitate a fax response and encourage a greater return rate, it was not possible to build in reliability testing through question repetition. In addition, the relatively low response rate associated with surveys sent to executives may have resulted in response bias in that the IT Managers that responded were predominantly those holding strong views either for or against IT outsourcing. Further, some of the IT Managers may not have been with the Agency for long enough to provide substantive responses to some of the questions resulting in a high ‘unsure’ response to many of the benefit questions. 

7.
Conclusion

It appears from the findings of this project that OSPs are only just managing to meet the required service levels of the Agencies and are failing to provide the anticipated value added services and strategic benefits of IT outsourcing. It is therefore reasonable to conclude that although a degree of success has been achieved there is much room for improvement with the IT outsourcing arrangements currently in place. 

It is acknowledged that every outsourcing arrangement has its own unique set of variables and must therefore be evaluated separately. Nonetheless, there are some common issues that other Agencies can learn from that can be summed up as; know what you want to achieve and how it will be measured, scope and implement the strategy effectively and ensure that you develop a strong partnership relationship with your OSP. 

Firstly, Agencies must understand and be realistic about what they are trying to achieve and how it will be measured. Cost savings should not be regarded as the main objective as this is unrealistic given the rapid pace of change and continuous increase in the demands of the end users. Further, IT outsourcing should never be regarded as a quick fix to in-house problems, as such a strategy is likely to fail as it did in the majority of cases studied as well as many early adopters in the private sector (Wrenden, 1999). A more realistic objective would be the improvement of business processes and enhancement of the Agencies’ effectiveness through the alignment of IT with their business strategy.

Secondly, addressing the scope of the arrangement and the effective implementation of IT outsourcing is imperative to the ultimate success of the arrangement. Agencies need to take their time and ensure that both parties are fully informed in relation to the functions being outsourced. Issues such as staff transition and incentive bonuses should be planned and communicated ahead of time to avoid high attrition during the evaluation phases. Agencies must also be realistic when assessing the cost structure including factors such as contract management into the equation. In addition, the contractual arrangement needs to be flexible and workable with adequate provision for change. Factors such as service levels, penalty clauses and incentives need careful thought and planning. Furthermore, the implementation stage should be managed as a partnership and must be effectively resourced by both parties. 

Finally, the importance of building a strong working relationship with the OSP cannot be overemphasised. Relationship management is a critical success factor and must be continuously worked at by both parties. If the relationship between the Agency Contract Manager and the OSP Account Manager is not working out, there must be provision for making the necessary changes in order to build a strong relationship. A contract management strategy is needed that recognises the importance of frequent and open communication, tolerance and joint problem solving.

4.0
REFERENCE LIST

“Outsourcing information management pays off for Indiana City and County”, (1997), The American City and County, Vol. 112 (1) pp. 20-21.

Alguire, M. S., C. R. Frear, et al. (1994). "An examination of the determinants of global sourcing strategy." Journal of Business & Industrial Marketing 9: 62-74.

Alston, R., and Fahey, J., (2001) “Industry Development Benefits from Government’s IT Outsourcing Initiative Exceed Expectations”, Joint Media Release, 22nd November 2000, http://www.dofa.gov.au/scripts /Media.asp?Table= MFA&Id=105, accessed on 22/1/01.

Applegate, L.. M., McFarlan, F. W., and McKenney, J. L. (1996), “Corporate Information Systems Management: Text and Cases”, 4th Edn. Richard D. Irwin, Boston.

Barthelemy, J. (2001). "The hidden costs of IT outsourcing." MIT Sloan Management Review 42(3): 60-69.

Benemati, J., Lederer, A.L. & Singh, M., (1997), “Changing Information Technology and Information Technology Management”, Information and Management,  Vol. 31 (5), pp. 275-288.

Benson, J. and N. Ieronimo (1996). "Outsourcing decisions: evidence from Australia-based enterprises." International Labour Review 135: 59-73.

Bergstrom, R. (1993). "The heart of new reality." Production (Cincinnati)(Jan 1993): 40-44.

Bettis, R., S. Bradley, et al. (1992). "Outsourcing and industrial decline." Academy of Management Executive 6(1): 7-22.

Blumberg, D. F. (1993). An analytical Model Explaining Market Behaviour and Customer Rationale in Service User Outsourcing. Fort Washington, PA., D.F. Blumberg & Associates.

Blumberg, D. F. (1998). "Strategic Assessment of outsourcing and downsizing in the service market." Managing Service Quality 8(1): 5-18.

Borthick, S. L. (1995). "The ins and outs of outsourcing." Business Communications Review 25: 35-9.

Bryan, M., & Connors, E., (1999), “Canberra Shows the Way in Outsourcing”, Australian Financial Review, 21st April, p.33.

Chaudbury, A., K. Nam, et al. (1995b). "A two stage investigation in determining information systems outsourcing." Journal of Management Information Systems.

Chaudbury, A., K. Nam, et al. (1995a). "Management of Outsourcing: a bidding perspective." Journal of Management Information Systems.

Clark, D., (1998), “Bank-Vendor Relationships Growing Deeper”, American Banker, Vol. 163 (216), pp. 3-9.

Colebatch, T., (2001) “A Report Any Minister Would Try to Hide”, The Age, 16 January.

Collins, J. S. and R. A. Millen (1995). "Information Systems Outsourcing by Large American Industrial Firms: Choices and Impacts." Information Resources Management Journal 8(1): 5-13.

Conddas, M. J., (1997), “Outsourcing’s Ins and Outs”, Governing, Vol December, p. 84.

Connors, E., (1999), “Canberra Outsourced and Out of Control”, Australian Financial Review,  11th June, p. 37.

Costa, C. (1999), “The Value and Incidence of IT Outsourcing in Australia, Unpublished B. Bus (Hons) Dissertation: Monash University.

Crabb, A., (2001), “No Savings in IT Outsourcing”, The Age, 16 January, p.5.

Department of Justice (2000) “Welcome to the Department of Justice Victoria Australia Homepage” www.justice.vic.gov.au, accessed on 1 October 2000.

Dancer, H., (1999), “At Your Service”, The Bulletin, 6th April, p.93.

Due, R. T., (1992), “The real costs of outsourcing”’ Information Systems Management, Vol. 9 (1), pp78-81.

Dzinkowski , R., (2000), “Private Parts”, CMA Management, Vol. 74 (1), pp. 50-51.

Edwards, M. (1994). "Why Governments are Pursuing Outsourcing." Perspectives (Melbourne, Victoria)(Jan 1994): 4-5.

Elliott, L. (2001). "Got a problem? Outsource it here." Design News 56(10): 39-40.

Eng, N. (1996). Strategic Purchasing: sourcing for the bottom line.

EDS, (2000), “South Australia receives global award for IT outsourcing”, www.eds.com.au/newsroom.htm, Accessed 26th August 2000.

Fahey, J., (2000a), “ANAO Report into IT Outsourcing”, Media Statement, 6th September 2000, http//www.dofa.gov.au/scripts/Media.asp?Table +MFA&Id+74, accessed on 22/1/01.

Fahey, J., (2000b), “Outsourcing Initiative – Review of Implementation Risks”, Media Statement, 7th November 2000, http//www.dofa.gov.au/scripts /Media.asp?Table+MFA&Id+92, accessed on 22/1/01.

Fan, Y. (2000). "Strategic outsourcing: evidence from British companies." Marketing Intelligence & Planning 18(4): 213-219.

Ferris, N., (1997), “NASA’s other launch”, Government Executive, Vol. 29 (9), pp. 69-70.

Ferris, N. & Saldarini, K., (1999), “Outsourcing: Handwriting’s on the wall”, Government Executive, Vol. 31 (8), pp66-69.

Group, P. A. C. (1997). Strategic Sourcing Survey 1997: Management Survey: Implementing successful sourcing strategies. UK.

Group, P. C. (1998). Strategic sourcing survey: Australia in the International Context.

Gupta, U.G., & Gupta, A., (1992), “Outsourcing the IS function: Is it necessary for your organisation?” Information Systems Management, Vol. 9, (3), pp. 44-49.

Halvey, J. and B. Murphy (1996). Information Technology Outsourcing Transactions: Process, Strategies and COntracts. New York, Wiley, NY.

Harrison, B. and M. R. Kelley (1993). "Outsourcing and the search for flexibility." Work, Employment and Society (London) 7(2): 213-235.

Hazell, A., (1997), “Contracting out: Staying accountable”, Australian Accountant, Vol. 67 (3), pp. 20-21.

Hirschheim, R. and M. Lacity (1993). Information System outsourcing: Myths, metaphors and realities. New York, Wiley, NY.

Hirschheim, R., & Lacity, M., (2000) “The myths and realities of information technology insourcing” Association for Computing Machinery, Communications of the ACMM, Vol. 43 (2), pp. 99-107.

Horowitz, A.S., (1999), “Extreme outsourcing: Does it work?”, Computerworld, Vol. 33 (19), pp. 50-51.

Howarth, B., (1999), “I.T. Outsourcing”, Business Review Weekly,  29th October, p.72.

Humphrey, R. (2000), “Review of the Whole of Government Information Technology Initiative”, Independent Review to the Department of Finance and Administration, CanPrint Communications, Canberra.

Hurley, Margaret & Costa, Christina (2001), The Blurring Boundary of the Organisation: Outsourcing comes of age, KPMG Consulting (Australia), Melbourne, Australia.

Institute, T. O. (1997a). The Outsourcing Index. 2001.

Institute, T. O. (1997b). Two pioneers discuss outsourcing's past and its future. 2001.

Institute, T. O. (1998). The Outsourcing Instutute's Annual Survey of Outsourcing End Users. 2001.

Integris, 1999, “Struggling with IT: The Growing Complexity of Information Technology”, An Integris White Paper, USA

Ives, D., (1999), “A Setback for Government Outsourcing”, Canberra Times, 21st June, p.15.

Johnson, D. and N. Johnson (1991). "Bottom line and beyond: A recession is the right time to take advantage of contract manufacturers." Industrial Management and Data Systems 91(7): 12-13.

Kotabe, M. (1990). "The relationship between offshore sourcing and innovativeness of US multinational firms: An empirical investigation." Journal of International Business Studies 21(4): 623-38.

KPMG LLP, (1999), “Transforming Higher Education: At the gateway of the knowledge economy”, KPMG, http://usserve.us.kpmg.com/ps /highered/library/news/trans2HiEd.html.

Lacity, M.C., & Hirschheim, R., (1993), “The Information Systems Outsourcing Bandwagon”, Sloan Management Review, Vol. Fall, pp.73-85.

Lacity, M.C., Willcocks, L.P., & Feeny, D.F., (1996), “The Value of Selective IT Sourcing”, Sloan Management Review, Vol. Spring, pp.13-25.

Lacity, M., R. Hirschheim, et al. (1994). "Realizing outsourcing expectations: incredible expectations, credible outcomes (information technology operations)." Information Systems Management 11: 7-18.

Lacity, M. and L. Willcocks (2000a). Inside Information Technology Outsourcing: A State-of-the-Art Report. Oxford, Templeton Research, Templeton College.

Lacity, M. C., L. P. Willcocks, et al. (1996). "The value of selective IT sourcing." Sloan Management Review 37: 13-25.

Loh, L. and N. Venkatraman (1992a). "Diffusion of Information Technology Outsourcing: Influence Sources and the Kodak effect." Information Systems Research 3(4): 334-355.

Loh, L., & Venkatraman, N., (1992), “Determinants of information technology outsourcing: A cross-sectional analysis”, Journal of Management Information Systems, Vol. 9 (1), pp.7-10.

Ludlow, M., (1999) “Government Defends Outsourcing Work” Canberra Times, 26th April, p.14.

M2 Presswire, (2000) “World Award for South Australia’s IT”, 21st February 2000, editorial.

McFarlan F.W., & Nolan, R.L., (1995), “How to manage an IT outsourcing alliance”, Sloan Management Review, Vol. 36 (2), pp. 9-33. 

McCoy, T., (1999), “Inside Outsourcing”, Canberra Times, 7th June, p.15.

McGee, M. K., (1999), “Governments Opt for Outsourcing”, Information Week, Issue 726, pp. 113-120.

McGregor, R., (2000), “Shaking the Canberra Tree”, The Australian, 10th January, p.11.

Moran, J., (1999), “outsourcing is successful if the bottom line improves” Computing Canada,, Vol. 25 (34), pp.27-29.

Ohmae, K. (1990). The Bordeless World: Power Strategy in the Interlinked Economy. New York, Harper Business, New York, NY, 1990.

Pinnington, A. and P. Woolcock (1995). "How Far is IS/IT Outsourcing Enabling New Organisational Structure and Competences?" International Journal of Information Management 15(5): 353-365.

Porter, M. E. (1990). The Competitive Advantage of Nations. New York, The Free Press, NY.

Prahalad, C. K. and G. Hamel (1990). "The core competence of the corporation." Harvard Business Review (Boston, MA) 68(3): 79-81.

Quiggin, J., (1994), “The fiscal gains from contracting out: Transfers or efficiency improvements”, The Australian Economic Review, Vol. Third Quarter, (107), pp.97-102.

Reardon, M. (2000), “Successful Practices for Outsourcing IT Services” in R Humphrey, Review of the Whole of Government Information Technology Initiative, Independent Review to the Department of Finance and Administration, CanPrint Communications, Canberra.

Rees, G. and S. Fielder (1992). "The services economy, subcontracting and the new employment relations: Contract catering and cleaning." Work, Employment and Society (London) 6(3): 347-368.

Ruzzier, J. (2001). "Has IT Outsourcing Been Successful Within Government and What Has Been Learnt From the Experience." Monash University Research Project.

Saunders, C., M. Gebelt, et al. (1997). "Achieving success in information systems outsourcing." California Management Review 39: 63-79.

Schroder, P., (1999), “Outsourcing to be central to all Government business”, Canberra Times, 8th December, p.13.

Sciuilli, N., (1996), “Contracting out by Government agencies”, Australian Accountant, Vol. 66 (1), pp.28-32.

Silver, J., (2000), “San Diego outsourcing promises better Government”, Signal, Vol. 54 (6), pp.12-13.

Sohal, A. S., Ng, L., (1998), “The role and impact of information technology in Australian business”, Journal of Information Technology, Vol. 13, pp. 201-217.

Teng, J.T.C., Cheon, M.J., & Grover, V., (1995) “Decisions to Outsource Information Systems Functions: Testing a Strategy-Theoretic Discrepancy Model”, 

The Age, (2001), “Common sense at last on IT”, 16 January, editorial.

The Outsourcing Institute, (1997a), “The Outsourcing Index”, www.outsourcing.com/howandwhy/research/osindex/index.htm, Accessed 13th August 2000.

The Outsourcing Institute, (1997b), “Two pioneers discuss outsourcing”s past and its future”, www.outsourcing.com/howandwhy/interviews/
overton/index.htm, Accessed 8th August 2000.

The Outsourcing Institute, (1998), “The Outsourcing Institute’s Annual Survey of Outsourcing End Users”, www.outsourcing.com/howandwhy/
research/surveyresults/index/htm, Accessed 8th August 2000.

The Outsourcing Institute, (2000a), “Introduction to Outsourcing”, www.outsourcing.com/howandwhy/introduction/index.htm, Accessed 8th August 2000.

The Outsourcing Institute, (2000b), “Global BPO: Past, Present and Future - An Interview with John Barnsley” www.outsourcing.com/howandwhy
/interviews/barnsley/index.htm, Accessed 13th August 2000.

Thyfault, M. E., McGee, M. K., & Wilder, C., (1999), “Two megadeals signal strong services market”, Information week, Vol. Jan 4, (715), pp. 20-22.

Tyler, G., (1998), “Peace in our time”, Supply Management, Vol. 3 (25), pp. 34- 35. 

Van Wijngaarden, P. J. R., & Van der Zee, J. T. M., (1997), “Transformation of IT Organisations”, Nolan Norton Institute, Netherlands.

Venkatesan, R. (1992). "Strategic Sourcing: To make or not to make." Harvard Business Review (Boston, MA) 70(6): 98-107.

Willcocks, L., G. Fitzgerald, et al. (1995). "Outsourcing IT: the strategic implications." Long Range Planning 28: 59-70.

Willcox, L. P., & Lacity, M. C., (1999), “Information Technology Outsourcing – Practices, Lessons and Prospects”, ASX Perspective, Vol. April, pp.333-351.

Woolcock, A. P. a. P. (1995). "How Far is IS/IT Outsourcing Enabling NEw Organizational Structure and Competences?" International Journal of Information Management 15(5): 353-365.

Wreden, N., (1999), “Outsourcing flexes its muscles” Information Week, Vol. Nov 15 (761), pp. 128-130.

© 2003; Pooja Kumar, Jan Ruzzier and Amrik Sohal

























































PAGE  
51

