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Abstract

Gartner finds that worldwide IT Outsourcing Market is going to reach $288 Billion in 2013, does this make a case for organizations to tap further into business to business (B2B) and business to government (B2G) relationships with outsourcing vendors?
Notwithstanding that outsourcing would seem like a trend driven by a bandwagon effect, management of outsourcing has to be managed diligently in order to be able to measure their success.   Lacity and Willcocks as quoted by Aquilina (2012) describe the imitative behaviour of organizations engaging in outsourcing as "the bandwagon effect".  The foundations of impression conformity and conformity as driving behaviour have been confirmed by psychologists, including Solomon Asch (1907 to 1996).
In order to ensure that outsourcing is successful, one may lay out the objectives outlining the expectations guiding management in driving the outsourcing effort.   It is possible that in the future, an outsourced function can be considered for back sourcing, that is, taking over a function that was originally outsourced, and, this may be driven by a cost versus benefit analysis of the function, and, other investment appraisal methods, that may consist of quantitative and qualitative analysis when investigating whether to outsource a function or keep it as part of the core activities managed by the organization being analyzed.   
Sound project management, performance management  and stakeholder management using ethics that lay the grounds for positive public reputation, are hypothesized to be effective in enabling vendor management in a fair and commercially viable manner, without discounting on the benefits brought about by taking care of the business-to-business or business-to-government relationship, whether we are looking into short term or long term relationships with the vendor(s) being selected.
Reducing the burden of dealing with politics and stakeholders to project managers gives more time and resources for specialized vendors to focus on their core competence, which may be technical and thereby allow for economies of scale to be achieved through specialization.  The project manager has more time to bend day to day politics and deal with people management issues, and, delivering projects within an adequately structured project management framework that allows them to co-ordinate and seek to deliver best results in the interests of both client organizations and the vendor organizations, establishing a win-win business-to-business (B2B) or business-to-government (B2G) relationship that allows for projects deemed to be technologically and economically viable by all stakeholders and parties involved.  The principle of working at an arm's length allows for increased objectivity in fulfilling defined roles and responsibilities, which underpin the basis for specialization.  
Risk management is a pre-emptive manner of avoiding unnecessary risks and consciously taking decisions on quantifiable and non-quantifiable risks, which can be categorized into financial risks, such as fraud, risks relating to inefficiencies, vendor opportunism during the negotiation of contracts, particularly when the vendor is not asked to renew the service contract, risks relating to lack of cultural knowledge or lack of sound management control principles, that may be foregone in highly dynamic business environment we are experiencing since the industrialization.
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Chapter One

1. Introduction

1.1 Project problem
"What if we stopped scanning the horizon with our binoculars and began examining instead our own decision making and behaviour through the most powerful of microscopes?"   Malcolm Gladwell, 2005
Business organizations, particularly small-to-medium enterprises tend to focus on providing a focus strategy, with a view to provide flexibility in the manner that they can offer services to their clients, according to research interviewers.   
This document outlines the critical success factors that may be used by project managers in handling requirements leading to the successful implementation of technologies, which, is not implemented in a vacuum (Aquilina, 2012).  The risks imposed by inappropriate management of outsourced functions implies for the adequate use of professionally managed outsourced services using empirically proven practices as the basis for planning, and, performance management using metrics which assess whether the business practices have been outsourced to the satisfaction of the business managers and the stakeholders on behalf of which they are managing the organizational process, including the client(s), investors, and, other stakeholders. 
Change management, people management, and, careful and diligent performance and vendor management to ensure that the timely, financial, and, quality criteria originally established are adhered to and adapted according to the needs of the client organization, and, in its best interests.


1.2 Project objectives

The main objectives of this project is to review the critical success factors leading to sustainable and feasible outsourcing, through the perception of business development managers who need to manage business functions that may be totally or partially outsourced and managed on behalf of their clients.
The critical success criteria which include perception and evaluation of return on investment, cost savings, increased flexibility through business re-engineering, increased access to specialized skills, improved marketing strategy, re-assurance that risks are being managed professionally, and, learning through the specialist expertise of the outsourcing provider.  
The expected outcome is to identify a model for performance criteria which are used to engage prospective customers, which can be reliably measured by the provider of an outsourced function and reviewed by the client organization.   
Increased awareness of the advantages of engaging specialists are meant to create business development opportunities within the small to medium enterprise market, which within the European Union make up 99% of the total number of enterprises, with a total turnover of 22.1M EUR, according to Eurostat (2019).
1.3 Project Structure

Chapter 1: Abstract which introduces the operational and environment within which outsourcing operates.

Chapter 2: Literature review is a summary of various journals and books reviewed as part of this study.  The references and bibliography section of this document lists the relevant sources of reference used. historically relevant research, consisting of books, journals and articles on trusted media publications.  

Chapter 3: Research methodology and design outlines the research objectives, approach, methodology used throughout this study.

Chapter 4:  Conceptual Framework Model outlines the critical success factors upon which the author derives hypotheses used for the survey, as a theoretical deduction of the literature review and the references mentioned in the references and bibliography section of this document.

Chapter 5:  Research findings summarizes the findings from the survey using statistical methods to deduce whether the hypothesis derived from the conceptual framework model are valid in the opinion of the researcher.

Chapter 6: Analysis for hypothesis delves into more detail based on in-depth analysis of the practices in use, providing insight to the research findings.

Chapter 7: Conclusion summarizes the main findings, and, includes deductions, recommendations for business consultancy for outsourcing providers, and, for the management of outsourcing.   

Appendices are also available providing additional documentation used throughout this research.


Chapter two: Literature review

[bookmark: _Toc370285287][bookmark: _Toc371241012]2.1 What is outsourcing?

Outsourcing refers to the contracting out of a business process to a third party.  Willcocks, Cullen and Craig (2011) state that organizations are choosing to outsource more and more and for a variety of reasons, for example to get more quickly to market, to cut internal costs, or to leverage the increasing capabilities of external services providers.
Outsourcing strategies can vary from total outsourcing to selective outsourcing.  

[bookmark: _Toc371241013]2.2 Critical success factors for outsourcing
Brown and Wilson (2005) outline the critical success factors, after analyzing outsourcers based on a study of 700 business professionals.
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Figure 1 - Information Week research (November 2002): What are the most important factors driving your company's ongoing relationship with an outsourcer?
[bookmark: _Toc370285288][bookmark: _Toc371241014]

2.2.1 Cost savings generated from outsourcing a business function are the main motivators of outsourcing a function, which finds it roots in the theory of transaction cost (Williamson 1975), where decision makers seek to take advantage of economies of scale achieved through specialization, rather than re-inventing the wheel.  Williamson (1975) states that the transaction is the basic unit of analysis, and, is thereafter dimensionalized with emphasis on asset specificity.  Cost management can be guided using techniques such as investment appraisals, budgeting, variance analysis which may be included as part of project management formal methodologies, activity based costing and total cost of ownership as a way of quantifying enterprise cost, in order to guide the make vs. buy decision.
Willcocks et. al (2012) broadly categorize supplier configurations.  Outsourcing may be contracted in agreement with a sole supplier (vendor) who is responsible for co-ordinating all aspects of the outsourced function(s), or, a prime contractor tasked with managing work activities possibly done by the resources of the same firm and those of other firms that are subcontracted to the prime contractor.  Alternatively the client organization might seek to manage vendors within a multi-sourcing and multi-vendor arrangement, where the organization has a number of suppliers and thus is managing the contractors itself.   This low-risk option has been adopted by 75% of UK and 82% of US organizations (Willcocks et. al 2012).  Another option consists of a panel arrangement where preferred vendors are working in continuous competition; interactions are many and short-term and work is not guaranteed, and, this makes for a relationship which may be perceived as instable by executive representatives of the vendor.
Willcocks et. al (2012) states that a prime contractor represents a "half way house", but it is unlikely to achieve significant cost-savings, process standardization or innovation compared to a bundled outsourcing arrangement.
Aquilina (2012) states that outsourcing promises cost savings,  reported as high as 50%.
[bookmark: _Toc370285289][bookmark: _Toc371241015]2.2.2 Operational expertise can be accessed by client organizations without having to engage in employing experts in the field.   Operational expertise leads to specialization that is expected to result in increased efficiency and productivity.  Willcocks et. al (2012) clarifies that the application of expert know-how can be outsourced to the appropriate specialists.


[bookmark: _Toc371241016] 2.2.3 Staffing issues may be compensated by the vendor in view of in-house shortages of staff (Willcocks et. al, 2012).
Torrington, Hall and Taylor (2005) contend that recent decades have seen the growth of contractual arrangements.  Willcocks et. al (2012) clarifies that closer control comes at higher management costs adding that leadership is required as increased complexity require a higher degree of orchestration and stakeholder management.
Subcontractors might be difficult to monitor from a human resources perspective, since their obligations towards the client are those that are bound by contract, and, the possibility of long-term employment may no longer be an incentive, particularly during an economic recession.  
Along with humanistic factors, cultural factors outlined by Trompenaars, and, Hofstede may influence vendor and people management.
[bookmark: _Toc370285290][bookmark: _Toc371241017]2.2.4	Flexibility to increase or decrease IT capacity is  brought about by engaging in contracts with vendors that provide resources that can be requested on a need basis by client organizations, thus reducing the risk of employing idle resources upon the client organization.
Atkinson (1984) outlines that flexibility can be achieved by a firm if it utilizes resources according to the needs of the organization and therefore engage in contracts which allow the organization to increase flexibility by adjusting its resources focusing on its core competencies.   
The advantages of taking advantage of numerical flexibility and financial flexibility by utilizing outsourced resources instead of employees underpins the Flexible Firm outlined by Atkinson (1984).  
Nowadays pressure is upon business organizations to place importance on social, environmental (e.g. the increased use of Green IT) and ethical responsibilities.  This is underpinned by theories portrayed by Porter (1997).  
Friedman (1962) clearly argues that the only social responsibility of business is to use its resources and engage in activities designed to increase its profits as long as it stays within the rules of the game, which is to say engages in open and free competition, without deception or fraud.  

Diligent risk management is recommended by various researchers, including Ciborra (2004) and Gonzales, Gasco and Llopis (2008).   Using formal methodologies such as PRINCE2 and Probabilistic Risk Assessment Method might be adequate for managing projects of a considerable value and involving extensive co-ordination.  
Rodney Turner (1999) outlines specific techniques on managing projects and programmes and ensuring that the stakeholders' expectations are managed accordingly within the timeframes, quality and budget stipulated, whilst managing change effectively within the implementation.  Frameworks such as Information Technology Infrastructure Library (ITIL) - which is based on ISO/IEC 20000 standard for IT service management, have the goal of ensuring that IT capacity planning meets current and future organizational requirements effectively.  
IT Capacity management involves monitoring performance and load on servers, performance analysis and tuning of technical parameters, analysis of expected growth in service demand for workload growth and how they influence present and future demand for computer resources.   
Professional human resources management influences the quality of the service delivered and therefore vendors need to be managed and their performance needs to be measured as well.  The Balanced Scorecard, originally outlined by Kaplan and Norton (1996), outlines that performance metrics are based from different perspectives including financial measures i.e. how the organization appears to shareholders, on customer service i.e. how should the organization appear to customers to achieve the vision?, learning and growth i.e. how will the organization sustain the ability to change and improve, and, by analyzing internal business processes, re-engineering them as and when it fits the needs of the organization.  
Knowledge management is supported by change management, involvement and participation of key users, and, using the appropriate strategy for implementation that fits the mutual interests of the client and the vendor(s) involved, thus forming a strategic partnership, over and above the contractual agreements.
Strategic alignment is not only relevant to the implementation of a project, it needs to be brought about since the planning stages, where Aquilina (2012) and Rodney-Turner (1999) recommend eliciting political support on the project.   One of the ways this can be achieved is by having the role of a champion i.e. a key role within the project whose main objective is to identify obstacles on the progress of the project and to liaise with the project executive team and the relevant stakeholders to ensure that the obstacles are managed.  
Amongst other forms of obstacles to a project, Lawrence (1969), states that one of the most baffling and recalcitrant of the problems which business executives face is employee resistance to change.  
“You can see the computer age everywhere but in the productivity statistics.”
 Robert Solow, New York Review of Books, July 12, 1987
Actually, findings made by Brynolfsson (1993) indicate that the alarming correlation between higher IT spending and lower productivity at the level of the entire US economy is not compelling because other factors affect productivity, including mis-management. 
Boselie et. al (2005), as quoted by Beardwell and Claydon (2010) argue that there is an obvious and direct link between human resources management and performance management, in particular in relation to employee involvement and internal regulation, although critics base their assumptions that there is no quantifiable direct link, but there is an 'indirect' relationship between individual human resource management practices and organisational performance.   
Willcocks (2011) outlines the requirement for managing quality within different time zones, since vendors may be expected to be flexible to meet the needs of customers.  
Near shoring refers to the practice of outsourcing part of your business to a nearby country.   The advantage of establishing a relationship with vendor(s) within the same time zone is that working patterns of the client organization might fit those available by the personnel of the vendors' organizations.  
Willcocks et. al (2012) states that the transaction costs involved in offshore outsourcing are considerably higher than those related to domestic outsourcing.   Offshore outsourcing refers to relocation by a company of a business process from one country to another.  
Empirical evidence indicates cost cutting needs to be balanced with the benefits of retaining the current resources and planning long term viability.  
Ciborra (1994) presents us with the concept of improvisation which refers to the day to day situations where solutions are created.  Therefore the configuration of the service may have to prepare the necessary technical and logistic infrastructure to allow technical experts to work and prepare solutions as clients' needs arise and may require situational tinkering and configuration.   
[bookmark: _Toc370285291]
2.2.5	Reliability can be defined as the extent to which a project yields consistent and coherent results, based on the outcomes to be achieved by outsourcing a (business) function, from conception, to operation.  Brown and Wilson (2005) outline the process for vendor selection which may help build trust and confidence in vendors, and, build upon foundations of a healthy business to business or business to government relationship with the vendor(s), which starts off from organizing a committee or selection team who outline and communicate the policies and objectives of a tender, optionally issue a request for information, issue a request for proposals, and, select the appropriate vendor(s), monitoring their performance and ensuring that the value and support is delivered according to the expectations of the client organization.

2.2.5.1. Convene the selection team by selecting appropriate qualified persons to review the proposals, and, to carry out initial research on potential vendors.  Calls for tendering may be open or restricted to a number of pre-qualified vendors.  
Empirical evidence shows that the practice of pre-qualifying potential vendors is used by the public administration, and, by a number of corporate entities.  Funding regulations such as those issued by the European Commission and other administrative bodies have criteria which prescribe regulations relating to the approval process itself, in order to minimize the risks involved. 
Rodney Turner (1999) broadly defines quality as including delivering what is fit for the customer's purpose, and, that quality concerns continuous improvement, in the context of project management.   Nevertheless it is implied that quality needs to be planned for to be available during the project and after the handover to the operational managers of the client organization.   
Contractually, a project initiation document kicks off the project within a project managed within the formal PRINCE2 methodology, whilst, a service level agreement is drawn up to establish the contractual and transactional relationship between the client organization and the vendor(s).  The references and bibliography section of this document includes an example of a service level agreement used by the European Medicines Agency.
Willcocks (2011) outlines various options for the structure of managing vendors, including the client organization managing the vendors using its own resources or outsourcing the project management function altogether and thereby being held accountable and responsible for co-coordinating the projects, in a similar fashion that turnkey solutions are provided in the construction and property development industry.  
Willcocks and Lacity - as quoted by Willcocks, Oshri, Kotlarsky and Rottman (2011) - suggest that the IT outsourcing and Business Process Outsourcing markets are expected to continue to grow through multi-sourcing.  The benefit to the client organization is that it gives them the opportunity to use an appropriate selection of vendor(s) to suit their requirements.  
It is possible that outsourcers are asked to bid for each request, as is shown to happen within the public sector, the private sector for contracts of considerable monetary value, and, where the executives of the client organization deem appropriate to make the most efficient combination of outsourcers.   
Willcocks et. al (2012) explains that multi-sourcing implies that vendors incur more transaction costs.  Vendors have to bid more frequently because contracts are shorter, suppliers face more competition because deals of lower monetary value indicate that more vendors can bid and vendors require to attract more customers in order to meet growth targets.  
Willcocks (2012) states that greater control comes at higher management costs.  Transaction costs, incurred upon the vendor(s) in bidding for tenders with a strict "best of breed" call for ongoing competition-based tendering process, and, in this regard, Tanti (2011) highlights the importance of partnership based obligations by confirming the hypothesis that trust and mutual flexibility allow the relationship to go beyond the contractual fulfillment of obligations.
Tying in closely with project management is risk management, which Ciborra (2004) explains are not limited to credit and financial risks, as per guidance documents issued by the Basel Committee on Banking Supervision.  
Statistics provided by Zammit (2013) indicate a high increase in computer misuse (which includes cybercrime activities known as hacking), and, a 32-fold increase in insults, threats and private violence which includes defamatory acts when taking into consideration the number of cases dealt with by the Criminal Investigations Department, in Malta from 2003 to 2012.   
Amongst other critics, Slozberg (2013) points out that any sort of information can leak out.   Zammit (2013) confirmed that a typical case investigated by the Criminal Investigations Department consists of a typical employee who had hacked the database and application of the company that he used to work for.  Recent cases include a report made on the media whereby whistleblower Edward Snowden, previous employee of the National Security Agency, USA, lay bare classified details of the US government's 52.6 Billion USD budget, presumably driven by a personal cause against the NSA, which is not being part of the scope of discussion of this document.   Wall street (2013) confirms that the annual cybercrime costs are estimated at USD 100 Billion.
 2.2.5.2. Gather vendor information, issue requests for information (RFIs), optionally carrying out background checks on pre-qualified vendors.  A request for information (RFI) can be issued to potential vendors and this allows them to participate in an invitation to tender (ITT) process.
Brown and Scott (2005) contend that vendor evaluation is conducted from both a tactical and strategic perspective with a focus on functionality and cost as well as vendor viability, service and support capabilities.
Quoting Henderson and Venkatraman, Raja outlines the fine balance to be achieved between aligning the functions with the strategic fit of the organization, and, functional integration by way of tactical operations and objectives to be met by the outsourced function.
Malta Information Technology Agency publishes its tendering process on the world wide web, and, is being provided as an example in the references and bibliography section of this document.
2.2.5.3. Set realistic schedules which are based on activity plans and aiming to achieve the strategic objectives for the function being outsourced.  Project management principles can be used to monitor the delivery of the expectations, whilst managing the performance of stakeholders' expectations holistically, at a project or a programme level, depending on the size, nature and complexity of the project.  Doran (1981) contends that objectives are written for a specific purpose, measurable, achievable, realistic and time-bound.  Work activities and schedules are based upon the original objectives, which outline the scope of a project, work activity or task.   
Although sociological theory and the history of mankind underpins that time is a perceived and subjective, Meilan (2012) outlines important reasons for tracking time nowadays, which include ensuring that the client is satisfied with the timing of the project, ensuring that the manager overseeing one's work is satisfied with the timeframes of the project, as a way of aligning to strategic objectives.  
Empirical evidence confirms the importance of punctuality in British and Maltese management cultures at the workplace, since the early days of industrialization (1500 to 1950).   From a financial perspective, late delivery may result in penalties - and this would be agreed upon contractually or by failing to meet legally binding deadlines.   
Transport Malta imposed various penalties on the company managing the public transport service within the Maltese islands, following various complaints from the general public in 2013, as reported by timesofmalta.com.  
The Telegraph (UK, 2007) reported that a GBP 20Billion computer system was doomed to fail according to a top executive presumably representing the interests of the National Health Service (UK).   
Such headlines place a negative public perception - given that taxpayers are assumed to have a political interest in public sector spend;  negative perception and speculation may generate mistrust in the eyes of stakeholders.  
2.2.5.4. Develop a term sheet, which outlines the objectives to be achieved from the relationship with the vendor(s).
 A term sheet consists of high level objectives which describe the clients' expectations from the vendor(s).  
Brown and Wilson (2005) propose examples such as the provision of 24/7 hours monitoring and support to respond to critical system incidents and exceptions within a service management model, such as that outlined by ITIL.  
2.2.5.5. Develop and evaluate current objectives and operations, by carrying out further analysis on the objectives, and, outlining the plans in detail.  For example, if the client organization were to request technical support to be available on a 24/7 basis, it would prepare draft contractual terms and conditions that have to be met by the vendor(s), and, it might also engage in specifying a statement of works.  
2.2.5.6. Define evaluation criteria and weights before issuing bid requests, which can be materialized by defining the qualitative and quantitative metrics related to performance management and vendor management - possibly including contract management and relationship management of the vendor(s), or delegation to the prime contractor to manage the programme or project.
2.2.5.7. Prepare requests for proposals (RFPs) which clearly outline the purpose of the proposal, background information about the client organization, technical and non-technical requirements and performance measures which are expected to be met by the proposal, an overview of the selection and adjudication process and review criteria, and, contact information, along with other terms and conditions related to the invitation for tender.   Corporate and public entities additionally ask for monetary deposit to be enclosed along with sealed tenders delivered to their offices, for the relevant committee to review and adjudicate, in order to cover the costs of the evaluation process.  The references and bibliography section includes a link to a template used by the Government of Saudi Arabia.
2.2.5.8. Evaluate the bids by having the bids go through a screening and evaluation process by the committee against the criteria set out within the objectives stipulated.   
Pricing scheme - for example fixed charging based on total cost of ownership, or, time-based pricing - influences the outcome of the evaluation of the successful bid, along with factors such as whether the vendor is proposing bundled products/services, standardized products/services, or a proposal that seeks to fit a customized strategic alignment tailored to the needs of the client organization.  
Willcocks et. al (2012) outlines the benefits of marketing using bundled products and services which is supported by behavioral theory, and, these include: the simplification and harmonization of procurement, reduction of duplicate processing, limitation of points of failure which reduce operating risks, standardization of operations, mitigation of delivery risk through simplification of points of contact and provision of customer support, reduction of costs through economies of scale and simplified management, and, support of existing technology rather than 're-inventing the wheel'; the latter approach might have a considerable impact on the timeframe of delivery, that is perceived to be critical in an increasingly competitive and globalized business environment.  Bundling can act as a stimulus for process re-engineering, and, identification of further opportunities for using technology.
The strategy used for outsourcing is relevant to the nature of the contract.   Willcocks et. al (2012) show that collaborative innovation is required if sustained, significant IT or back-office and innovations are to be achieved, based on the lessons learnt from the building of Heathrow Terminal 5.
2.2.5.9. Select a vendor or a combination of vendors depending on the criteria defined by the organizational policy or the particular requirements emanating from this particular proposal.  The tendering process remains subject to scrutiny by an internal auditor since unqualified vendors or even qualified vendors who feel that they might have been judged unfavourably may raise justified questions that may require professional replies based on the criteria set forth during the adjudication process.  
The Government of Malta has inquired into the tendering process through its Attorney's Office, whereby the construction of a power plant at Dellimara was awarded to BWSC.  The board of inquiry are investigating the procedures carried out during the adjudication process until the time reported by the media.
[bookmark: _Toc370285292][bookmark: _Toc371241018]2.2.6 Support for internal users is expected to be provided as part of a service level agreement during the implementation in the form of information intended to dispel fear and uncertainty along with training that may be provided to the client organization in order to manage the outsourced function knowledgeably.
2.2.7 Support for customers is expected to be provided over and above the provision of the product or service, and, this has to be catered for contractually, usually within a service level agreement that stipulates the financial, logistic and other terms and conditions  related to the provision of customer support.   
Customer support commonly includes to supporting the end user for example through the provision of documentation and training material.   Training services may be provided at a charge, and, as a matter of fact vendors such as Microsoft, Oracle and many others have adopted vendor-specific training certification programmes that promise to deliver expert knowledge to the student when the certifications have been completed and certified.  
Gartner's (2012) estimates that the average spend on IT services as a proportion of the total budget ranges between 1.1% within the Energy industry and 7.6% within the software publishing and internet services industry.  The average spend per employee on IT services in 2011 ranges between $4,589 within the construction, minerals and natural resources industry, and, $28,390 within the insurance industry.
[bookmark: _Toc370285293][bookmark: _Toc371241019]2.2.8 Knowledge transfer involves retaining sufficient documentation to enable other vendor(s) to be able to carry out the same function that was outsourced to the vendor(s), thus reduce the risk of depending on a sole vendor.  Willcocks (2005) contends that knowledge transfer has to be taken into consideration within the contract of service since there is a risk that the vendor behaves opportunistically by charging additional.  Switching costs might be prohibitive..   Willcocks et. al (2012) contend that in sourcing external skills, if properly managed, can release valuable transfer of learning effects.
Amongst many anti-competitive practices that vendors might engage in - whether these are legal or not, including price fixing or taking advantage of monopolistic or oligopolistic market share within the industry, the dependency on the vendor may be detrimental to the client organization and its business.  
Brown and Wilson (2005) propose that responsibilities allocated during vendor switching is to be agreed upon in a legally binding contractual form.
An article on thefreelibrary.com indicates that price fixing scandals are common in the LCD panel industry.
[bookmark: _Toc370285294][bookmark: _Toc371241020][bookmark: _Toc370285295]2.2.9	Speed to market (time to market) 
Time to market is expected to decrease with the rapid acceleration of technological development available, including cloud services, flexible programming interfaces, which allow IT/IS specialists to work more quickly when building, customizing or changing information systems.   
In a case study carried out by IBM Corporation, executives forecasted improvements within the efficiency of the IT development process by 10%,reducing the time to market from approximately 14 months to approximately 9 months, through integration of the development process with technologies offered by IBM Corporation, use of CMMI to measure the maturity of development projects, and, adoption of Agile-based SCRUM, and, extreme programming (XP) practices.  Willcocks et. al (2012) confirms that traditional waterfall systems development methods are not appropriate for implementing IT-based projects constituting real business innovation.  For the vendors, time boxing offers a clear association between deliverables and rewards.  Within projects further time boxing can occur in relation to different parts of the development to reduce the drift from the overall business delivery target. (Willcocks et. al, 2012).
[bookmark: _Toc370285296][bookmark: _Toc371241021][bookmark: _Toc370285297]2.2.10 Standardization is expected to lower the costs of production.  Begg, Fischer and Dornbusch (2005) state that the advantages of increased scale and specialization can bring about economies of scale as fixed costs can be spread over more units of output or else on the volume of sales. 

[bookmark: _Toc370285298]2.2.11 Budget restructuring refers to the re-allocation of resources when the outsourced function has been implemented successfully thereby offering the opportunity for re-investment and business growth.
[bookmark: _Toc370285299][bookmark: _Toc371241022]2.2.12 New revenue opportunities may be seen to be available to potential clients as a result of increased awareness of opportunities for increased effectiveness, efficiency, and increased technological advancement.  
Unfortunately the study quoted by Brown and Wilson (2005), seems to indicate that the executives questioned are not fully aware or willing to exploit opportunities for technological advancement and maturity (see figure 1), and, this may imply increased marketing budgets bearing upon vendors and IT/IS specialists, which taken from an economic perspective could be potentially used to increase funds allocated to research in the medium to long-term.  
E. M. Rogers (2003) outlines the perception of technological innovation based on research on various technologies, that is purported to have started during the 1940s , and, perceives conceptual models of innovation from the eyes of its adopters. Rogers (2003) states that the recognition of the existence of re-invention brings into focus a different view of adoption behaviour than that originally held by diffusion scholars, adding that instead of simply accepting or rejecting an innovation, potential adopters are on many occasions active participants in the adoption and diffusion process, struggling to give meaning to the new idea as the innovation is applied to their (local) context.  
[image: DoI_Stages]
[image: 800px-Diffusion_of_ideas]
Figure 2 - Decision of Innovation Process and theoretical distribution of market share for innovations sourced from http://en.wikipedia.org/wiki/Diffusion_of_innovations, within an article updated on 7th August 2013.
"While the survey did not focus exclusively on digital technologies, the conclusions may partly reflect the increasing adoption of information technologies, like Enterprise Resource Planning (ERP) systems, which make data collection and processing much cheaper, easier and more effective. Structured Management scores for data use have improved the most, according to the data. Presumably this reflects the growing use of IT in modern firms."


One of the challenges with big data — or with most data analytics efforts over the years — is that it has typically been relegated to analysts and holders of PhDs in mathematics or statistics. Thus, it's been highly intimidating territory for most business decision-makers, according to Tom Davenport.
Organizations are striving to compete on analytics, and hiding the processes and management of data analysis in a back room isn't going to cut it anymore.
Tom Davenport (1990), portrayed the roadmap for the transformation of organizations, where information technology has a key role, and, this is thought that it can be brought about by computers, software applications, telecommunications and business process re-design.   
In preparation for the Gartner Business Intelligence and Information Management Summit 2013, research has shown that worldwide business intelligence, corporate performance management and analytics applications and performance management software revenue totaled 13.1 Billion USD in 2012, a 6.8% increase .
Revenue opportunities based on trends outlined by the media include cyber-physical systems such as anti-lock brakes, cloud storage, industrial internet, 3G/4G/5G, advanced manufacturing that may be supported by material resource planning and enterprise resource planning enterprise-wide applications, big, cyber security and augmented reality which includes the increased use of 'virtual worlds', for example Second Life, and, massive open online courses or virtual learning environments such as community based tools based on Moodle platform that has been adopted by Maltese-based affiliates of the London School of Economics and Political Science.
Empirical evidence indicates that the availability of information on the world wide web with the increase in popularity of Web 2.0 and the increased popularity of weblogs (blogs), might have encouraged subsidiary service industries to compete with established manufacturers.

[bookmark: _Toc370285300][bookmark: _Toc371241023]
2.3 Benefits and risks of outsourcing

Outsourcing brings along the promise to allow businesses and other organizations to benefit from access to specialist skills, and, relying on the expertise provided by these organizations to benefit from economies of scale and therefore cost-savings, when compared to managing a particular business function in-house, since it may include recruitment, management control and investment that may be out of the capabilities of the organization requiring specialist resources.   
IT Infrastructure may nowadays may be highly influenced by social and environmental pressures in utilizing engineering to build an IT infrastructure - for example a data centre - that utilizes alternative energies and uses environmentally friendly practices.
Efficiency and improved economies of scale are foreseen to bring about an improved time to market and possibly an increased return on investment - typically through the re-engineering and automation of business processes, and, through the clever utilization of innovative technologies that are professionally evaluated as being fit for the purpose of the client.
Benefits may be brought about by near shoring, and, thus taking advantage of providers offering lower costs within the same time-zone, however that does not guarantee that the quality of service does not depend on the capabilities of the individuals tasked with delivering, along with the capacity management capabilities and maturity of the outsourcing firm. 
Although jumping on the bandwagon may be considered to lack foresight, empirical evidence indicates that making extensive use of outsourcing might be beneficial to the organization, however, one needs to keep the tabs on management controls, to avoid vendor opportunism, anti-competitive practices - such as agreeing to sign up for contracts that bring about high costs of switching vendors when the deal turns sour, or the full benefits of outsourcing are not being received by the client organization.  This may result in increased legal provisions, and, increased management control costs.


When managed holistically, communication, professional training and customer-support can improve the knowledge management capabilities and the time required to troubleshoot uncommon problems within the client organization where expertise in the particular function business function is not present.   Nevertheless it would be beneficial for the client organization to plan to smoothen the learning curve in adopting an 'alien' business function and gradually takeover sufficient knowledge to manage and have control over the outsourced function, to avoid unnecessary risks and giving away too many business secrets, amongst other reasons.
Structured approaches to vendor selection may give the client organization more control over the assessment and the performance management of outsourcing functions, and, thereby increase commitment to the importance of quality management within the client organization.
Empirical evidence indicates that organizations nowadays need to be flexible, dynamic and lend themselves to adept to the needs of the external factors affecting it, along with gaining sufficient resources internally in order to be able to compete in an increasingly globalized market, with the exception of firms that cater for niche markets.  
Organizations and outsourcers whose resources align closely to the needs of its partners may be seen to provide added value in delivering products and services that meet quality standards expected.
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When managed holistically, communication, professional training and customer-support can improve the knowledge management capabilities and the time required to troubleshoot uncommon problems within the client organization where expertise in the particular function business function is not present.   Nevertheless it would be beneficial for the client organization to plan to smoothen the learning curve in adopting an 'alien' business function and gradually takeover sufficient knowledge to manage and have control over the outsourced function, to avoid unnecessary risks and giving away too many business secrets, amongst other reasons.
Structured approaches to vendor selection may give the client organization more control over the assessment and the performance management of outsourcing functions, and, thereby increase commitment to the importance of quality management within the client organization.
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Organizations and outsourcers whose resources align closely to the needs of its partners may be seen to provide added value in delivering products and services that meet quality standards expected.


Chapter three: Research methodology and design
3.1 Research Objective
Research comprises creative thought which is structured in a systematic manner, with the intention of increasing knowledge.   Within this document we are tackling the critical success factors which influence the success of an outsourced organizational function, with a particular focus on small to medium enterprises.  
3.2 Research approach 
Quantitative analysis along with interpretative analysis of interviews were perceived to provide the right balance between understanding how stakeholders interpret the success achieved through outsourcing, including the evaluation of the monetary value of cost savings and return on investment and the other factors mentioned in the literature review and the hypotheses generated as a deduction of the literature review.  The main tenets of scientific research are aligning research, findings and analysis and validating the content to be coherent thus allowing for internal validity, ecologically valid within the global environment, and, maintaining reliability, through an extent of standardized questions used as part of the survey used to analyze prospective corporate customer opinion.   This was supplemented by in-depth interviews made with experts having considerable experience in IS/IT management, that are available within the Appendices of this document.
3.3 Research methodology
We intend to carry out a sample survey amongst industry experts and stakeholders who have an influence in the decision making of the outsourcing of an organization or its management or administration.  We shall also carry out in-depth interviews with decision makers and people who are involved in managing risks relating to outsourcing.  
A survey was carried out online using www.surveymonkey.com, whereby respondents were asked a set of open-ended questions.  The questions mentioned in the hypothesis statements were sent to a sample of 200 respondents, who were asked to provide their opinion on the validity of the above hypothesis.   A non-deterministic approach is being taken to arrive at conclusions as to their validity, due to the fact that the sample of respondents which answered the survey was considered as insignificantly representing the views of the global business community.   Such significance would be achieved with the availability of resources such as access to professional research resources, and, funding that would provide the basis for professional research.


Furthermore, selected respondents that met eligibility criteria were asked whether they would like to engage in an in-depth discussion outlining their views on best practices in managing outsourced functions professionally.  The transcripts of these interviews are available within the Appendices of this document.


3.4 Sample population

The sample population for this survey was made up of entrepreneurs and officials having decision making, entrepreneurial and management duties globally, or relevant influencing skills leading to policy decisions within a number of organizations including small to medium enterprises and larger organizations.   
Economies of scale theory leads us to understand that the same hypothesis may apply, having different orders of magnitude, causality and influence depending on factors relevant to the organizations, including business environment, politics, and, other micro and macro management issues which apply on a larger scale
We are relying on the information provided by the interviewees themselves as being reliable and valid.   A budget was not available to sponsor this research project, unfortunately.

3.5 Interview methodology

The survey is divided into two sections.   The first section gathers information about the organization being managed, and, the second section asks the respondents to validate the hypothesis that are a logical deduction of the research project.



3.6 Research design

The research was sent out to over 200 different respondents, mainly through email, and, through the use of social media, using www.surveymonkey.com as the platform of choice for preparing the version of the survey that was to be launched through social media, namely, Facebook and LinkedIn.   It is thought that some respondents were too busy to respond.

Within 3 weeks, 14 responses were received, and, one of the respondents was approached and asked for an interview, based on the questions formed during the research, and, were intended to query in-depth information on the practices used to manage outsourced business and non-business functions.  




3.7 Hypothesis statements

A hypothesis is a proposed explanation for a phenomenon.  Within this document, the author is outlining hypotheses which outline the critical success factors for outsourcing to be successful.
H3.1	Outsourcing improves the short term and long term bottom line, ranging from cost 	savings  for re-engineering and automation of processes to increased return on 	investment in technology as a result of re-engineering or innovation.
H3.2	Outsourcing enables entrepreneurs to access specialist technical and 	management resources.
H3.3	Outsourcing may reduce the costs involved in human resources 	management, 	management controls and may avoid the need to recruit specialists to 	manage all 	business functions required by their organization.
H3.4	Total outsourcing is not recommended practice, since firms need to remain in control 	of their business, and, capably manage vendors and sub-contractors.
H3.5	Outsourcing provides easy access to flexible services and products which can imply 	increased flexibility provided to the clients and stakeholders of an organization.
H3.6	Outsourcing can provide organizations with additional marketing channels and public 	relations, through branding of best practices.
H3.7	Outsourcing puts the entrepreneur's mind at rest that risks are being 	managed 	professionally.
H3.8	Outsourcing gives insight to an entrepreneur that enables them to value expertise 	gained and gain further strategic advantage over competition, whilst monitoring 	performance of the provider transparently.


[bookmark: _Toc371241030]H3.1	Outsourcing improves the short term and long term bottom line, ranging from cost savings  for re-engineering and automation of processes to increased return on investment in technology as a result of re-engineering or innovation.
[bookmark: _Toc371241031]Outsourcing functions can bring about short-term cost savings through business re-engineering and standardization of products and services, and, by availing from 'hands-on' business advice.   Standard products and services are easier to compare when the client organization is faced with choice.
[bookmark: _Toc371241032]Automation and re-engineering for automation, which takes advantage of the use of existing and novel technologies to bring about competitive advantage, in the medium term and in the long term.   Research indicates that second mover advantage brings about more mature implementation, because client organizations learn from the mistakes of the first mover.

[bookmark: _Toc371241033]H3.2	Outsourcing enables entrepreneurs to access specialist technical and 	
[bookmark: _Toc371241034]management resources.
[bookmark: _Toc371241035]Managerial and technical skills are subject to demand and supply, and, recruiting the right talent is a management science that deserves its own profession.    Unfortunately, client organizations cannot always find suitable talent at a cost which results in a mutual relationship for the employer and the employee.

Client organizations have access to talent at rates which are agreed in advance contractually, and, therefore are able to utilize the skills on a need basis, which leaves training, and, human resources management capabilities to the outsourcing firm to manage.
[bookmark: _Toc371241036]
H3.3	Outsourcing may reduce the costs involved in human resources management, management controls and may avoid the need to recruit specialists to manage all business functions required by their organization.
[bookmark: _Toc371241037]Outsourcing may meet the required criteria required by the client, and, the quality criteria that are established in advance during the planning process.   
[bookmark: _Toc371241038]Nevertheless, this does not indicate that client organizations can do away with managing an outsourced function altogether, since it is considered diligent practice to keep management control and communication with the outsourcing provider(s).

However the costs of recruiting a manager who is professionally qualified in managing a number of providers is less expensive than recruiting large teams of specialists, particularly for small to medium enterprises who might not avail from sufficient financial and other resources to manage teams of specialists.
[bookmark: _Toc371241039]H3.4	Total outsourcing is not recommended practice, since firms need to remain in control of their business, and, capably manage vendors and sub-contractors.
[bookmark: _Toc371241040]Outsourcing has been established as an accepted practice where authority and/or responsibility of a particular function is passed to another firm, and, outsourcing makes use of contractual agreements to engage vendors and sub-contractors, using the appropriate strategy for handing over management of the function.   
[bookmark: _Toc371241041]Nevertheless, the business needs to remain committed to overseeing that the benefits of outsourcing are being achieved, in a pro-active manner, and, can be reliably measured and understood by all stakeholders, particularly the client organizations, without negatively affecting the benefits achieved by the vendor(s), through a stable professional relationship.
[bookmark: _Toc371241042]H3.5	Outsourcing provides easy access to flexible services and products which can imply increased flexibility provided to the clients and stakeholders of an organization.
[bookmark: _Toc371241043]Flexibility and maturity can be achieved by an outsourcing provider with specialist capabilities, mainly due to the level of maturity and expertise that the provider has developed over the years in a particular line of business.

The appropriate marketing mix of products and services can be bundled to deliver what is right for the client organization, when considering its size, its location, its industry, and, the cultural factors within which it operates.
[bookmark: _Toc371241044]H3.6	Outsourcing can provide organizations with additional marketing channels and public relations, through branding of best practices.
[bookmark: _Toc371241045]Client organizations may adopt the best practices used by outsourcing providers, and, use their recommendations to learn and adapt their own business models and engage in business development, public relations and marketing practices which can add value to the branding of the client organization.
[bookmark: _Toc371241046]H3.7	Outsourcing puts the entrepreneur's mind at rest that risks are being managed professionally.
[bookmark: _Toc371241047]Client organizations are expected to be focused on their core business capabilities and in aligning their strategies to tactical decisions in achieving their organizational objectives, and, ideally working within the established vision and mission of the organization.

Outsourcing providers appreciate that support provided needs to be holistic, and meet the specific needs of the client organization, within the environment that it operates, and, to manage the business and technology risks professionally to avoid having unexpected gaps in performance, whilst appreciating the reality of the environment within which the outsourcing provider(s) and the client organization are operating.
[bookmark: _Toc371241048]H3.8	Outsourcing gives insight to an entrepreneur that enables them to value expertise gained and gain further strategic advantage over competition, whilst monitoring performance of the provider transparently.
Performance management is made to assess effect of the achievement of benefits, and, the mitigation of risks within the client organization, and, this can be analyzed from different points of view including customer satisfaction, and, satisfaction of the client organization, financial performance, review of the business processes and how well they meet the demands of the market, and, the assessment of how mature the client organization and the vendor(s) are in providing a service that meets quality criteria that have been established along the way of building the relationship.


Chapter four: Conceptual Framework Model

4.1 	Outsourcing success factors

This section summarizes the critical success factors relevant to successful outsourcing, and, outlines the main factors summarized and outlines the conceptual framework suggested to be used.  

Although the study focuses on the management of information technology and information systems, the concepts can be reviewed and applied within other industries as this section outlines guiding management principles that can be used by any professional with entry-level knowledge of management studies and principles.  

Within this section the concepts discussed within the literature review are related within the context of providing outsourcing services for business and other organizations.










Chapter five: Research findings

5.1	Introduction

A survey and in-depth interviews were used to collect information relevant to this research, as this was seen to provide a balance between statistical analysis and analysis of interpreted interviews.   The subjects interviewed included a high-ranking officer in the Criminal Investigations Department who provided insights on security and criminal issues, that may affect the operations of an organization, a senior manager who has over 35 years of experience in managing outsourced  functions, and, a manager who has over a decade of experience in project management, teambuilding and technical support.
5.2	Survey
The survey is divided into two sections, the first section gathers demographic information about the organization about which the respondent is providing information, along with information on his/her role within the organization, and, the second section seeks to validate the hypotheses generated above.   The survey is available within Appendix C of this document.
The survey was sent to over 200 respondents, however, only 14 respondents (7%) replied to the surveys.   Nevertheless preliminary surveys seemed to confirm the expected response rate would be low.  
5.3	Demographic analysis
5.3.1 	Principal industry of respondents
The first chart represents the principal industry within which the respondents operate.

Figure 3 - Principal industry of respondent

	Entertainment and leisure
	7%

	Financial services
	14%

	Food and beverage
	14%

	Non profit organizations
	14%

	Telecommunications, technology, internet and electronics
	30%

	Construction industry and ancillary services to the construction industry
	7%

	Professional services
	7%

	Manufacturing
	7%



Respondents within the telecommunication, technology, internet and electronics are the most responsive of the sample to whom the survey was sent out.



5.3.2	Position within the organization

The chart below shows the levels of responsibility of the respondents within the organization on behalf of which they are responding, according to the feedback of the respondents.

Figure 4 - Position within the organization
	Senior management
	36%

	Middle management
	36%

	Leadership and supervisory
	7%

	Administrative
	21%

	Other
	None


It seems evident that respondents holding management positions had more time to respond to surveys, than respondents holding other positions.



5.3.3	Employees within the organization

The chart below depicts the organizations according to the number of employees within the organization.   

Figure 5 - Employees within the organization

Although the definition for sizing enterprises includes information about revenue, it was noted in a preliminary survey that they majority of managers prefer to remain secretive about the levels of revenue within the organizations that they manage, as this would typically entail authorization from the board of directors.   The references and bibliography section of this document includes links to the definitions of small to medium enterprises as defined by the European Commission.

	Less than 10 employees (micro)
	22%

	Between 10 and 50 employees
(small)
	36%

	Between 50 and 250 employees
(medium)
	14%

	More than 250 employees

	28%





5.3.4 Firm makes use of outsourcing or sub-contracting

The following chart indicates whether firms are making use of outsourcing or sub-contracting, and, there is a clear majority of affirmative replies.

Organization makes use of outsourcing		78%
Organization does not make use of outsourcing	22%


5.3.5  Which functions are outsourced?
The following chart indicates the typical business functions which are outsourced.


	Sales
	7%

	Marketing
	14%

	Information Technology and Information Systems management
	57%

	Accounting
	7%

	Public relations
	15%


One respondent highlighted that the IT/IS function is partially outsourced, which indicates recommended practice, due to the fact that outsourced functions may have to be managed by a professional representing the organization outsourcing the function, to mitigate risks outlined throughout this document, such as opportunistic behaviour from vendors.  

5.3.6	Are the outsourced functions covered by a reliable contract?
Yes		21%
No		none
No answer	79%
The above ratio indicates that respondents may not be aware whether outsourced functions are covered by a contractual agreement, notwithstanding that the majority of respondents hold managerial or administrative positions.  It is also possible that the respondent preferred not to respond to this question due to lack of specialization on outsourcing.  No additional comments seemed to indicate the reasons behind this finding.
5.3.7	Customer satisfaction is relevant to the management out outsourced functions
Yes		21%
No		none
No answer	79%
The above ratio may indicate that they do not have sufficient information to understand whether their customers are satisfied with services that are outsourced to sub-contractors or to outsourcing providers.   
The majority of respondents were located in the Maltese islands, although the survey was sent out to entrepreneurs located throughout the globe.   
It was noticed that one respondent replied that s/he did not have enough time available to fill in the survey, and, this may confirm the author's impression that Maltese business culture places a high focus on the old business adage "time is money", which would indicate less time dedicated to activities which fall outside of the profit-making activities of the organization.   
High focus on the productive use of time seems to be confirmed by one of the respondents of the in-depth interview (see Appendix C), who clearly outlined that before taking into consideration external factors influencing an organization, a manager might give more priority to the internal organizational structure and the implementation of policy and day to day running of the firm, and, it is being concluded that this is inherently part of Maltese business culture.


Chapter six: 	Analysis

Within this section we analyze the validation of hypotheses that were drafted by the author throughout the period of research.   
	
	Hypothesis
	Mean
	Standard Deviation
	Variance

	H3.1
	Outsourcing improves the short term and long term bottom line, ranging from cost savings  for re-engineering and automation of processes to increased return on investment in technology as a result of re-engineering or innovation.

	14.57
	4.51
	20.36

	H3.2	
	Outsourcing enables entrepreneurs to access specialist technical and management resources.

	16.57
	4.52
	21.36

	H3.3	
	Outsourcing may reduce the costs involved in human resources management, management controls and may avoid the need to recruit specialists to manage all business functions required by their organization.

	14.57
	4.52
	20.50

	
	
	Mean
	Standard Deviation
	Variance

	H3.4
	Total outsourcing is not recommended practice, since firms need to remain in control of their business, and, capably manage vendors and sub-contractors.

	12.93
	4.69
	22

	H3.5
	Outsourcing provides easy access to flexible services and products which can imply increased flexibility provided to the clients and stakeholders of an organization.

	12.93
	4.69
	22

	H3.6
	Outsourcing can provide organizations with additional marketing channels and public relations, through branding of best practices.










	24.31
	4.17
	17.38

	
	
	Arithmetic mean
	Standard Deviation
	Variance

	H3.7
	Outsourcing puts the entrepreneur's mind at rest that risks are being managed professionally.

	25.43
	3.46
	12

	H3.8
	Outsourcing gives insight to an entrepreneur that enables them to value expertise gained and gain further strategic advantage over competition, whilst monitoring performance of the provider transparently.

	26.14
	4.03
	16.28




Mean is calculated as the score on the likert scale (see table below) multiplied by the frequency of responses, and, divided by the number of respondents recorded.
	
	Strongly Disagree: 1 
	Disagree: 2
	Neutral: 3
	Agree: 4
	Strongly agree: 5

	H1
	1
	0
	2
	1
	10

	H2
	1
	0
	0
	3
	10

	H3
	1
	1
	0
	2
	10

	H4
	1
	0
	0
	2
	11

	H5
	1
	0
	0
	2
	11

	H6
	1
	0
	3
	3
	6

	H7
	3
	1
	5
	1
	4

	H8
	1
	0
	5
	2
	6



Variance is calculated as the summation of the score on the likert scale raised to the power of two, and, divided by the number of respondents.
Standard deviation is calculated as the square root of the variance.  The null hypothesis is defined as the position where the respondents disagreed with the hypotheses proposed.   Therefore the benchmarks scores are defined as follows:
					Standard deviation
Null hypothesis				1		the hypothesis is not valid
Validity					5		respondents totally agree with 									hypothesis

Figure 6 - Validity of hypotheses


It is deduced that the hypotheses were valid, based on the sample gathered, due to the closer general agreement with the hypotheses proposed by this research.  The statistical method of validation proves the hypothesis valid even during preliminary methods of validation based on simple calculation of standard deviation.
Nevertheless there were exceptions worth highlighting, as the analysis within chapter six shall propose.  No further granular detail could be analyzed quantitatively, due to the lack of resources available, and, the fact that the majority of respondents do not seem interested in responding to this survey, unfortunately.


Chapter six: Analysis

6.1 Introduction
The analysis seeks to delve the analysis of statistics into detail and provide explanations to the results.
6.2 Qualitative concerns
Outsourcing puts the entrepreneur's mind at rest that risks are being managed professionally.  
This hypothesis seeks to confirm the re-assurance that risk management by outsourcing providers is managed professionally.   
The respondent in question strongly disagreed that providers that s/he engages for the medical consultancy services provided are managing risks holistically, thereby implying an increased need for management control of outsourced services, typically through the employment of a professional who seeks to ensure that the benefits are being actually availed of by the client organization.
The salient concerns around outsourcing include increased overheads, the importance of written contracts to regulate the terms and conditions of the agreement, the need for management control, and, the requirement to implement best practices, based on the maturity level of the outsourcing provider.   This included responses from six respondents, one of which stated that s/he is not directly involved in managing the outsourcing function, however, seems to have responded based on observation.
The author is under the impression that lack of trust and relationship building may lead to the increased focus on cost management, and, leading to the trend of outsourcing amongst enterprises.   The economic conditions leading to the double dip seem to have triggered increased concerns which in the eyes of entrepreneurs and strategists seem to have shifted their focus on internal efficiency.   
A private company which was under study since late 2011 was observed to have an reductionist strategy when it comes to providing holistic service to its clients.  Rather than focusing on using innovative technologies and enhancing its business processes to seek to promote its technologically advanced services, the chief executive officer seems to have preferred reneging the introduction of processes which may have lead to improved delivery of service from the author's point of view.   This deduction was based on a number of suggestions sent in writing to the officer involved, which seem to have been ignored.   Similar attitude was perceived when proposing innovative solutions to other executives, including executives within the private sector and executives within the public sector.   
Similar reductionist strategies and an increasing need for hoarding of skills, under-utilization of human resources, and, the decreased evidence of ethical practices seem to indicate a declining perception of the quality of life being proposed by entrepreneurs, as they seek to safeguard their private interests, and, effectively overlooking social costs, and, the social consequences of their decisions on a macro-economic level.
On the other hand the author's view might be perceived as negative, given that recent press releases made by bank executives in the Maltese islands, seem to indicate increased business growth, and, an increase in bank deposits, which overall confirms the social tendency to save more money during repressed economic times, which finds its roots in economic theory.


Chapter seven: Conclusion
Summary of results



[bookmark: _Toc371241053]Appendix A - Criteria for qualifying as an expert

With reference to the research methodology, the minimum criteria for qualifying as an expert for being interviewed for this research include:
· expert has passed minimum intellectual criteria during an initial screening interview.
· 5 years or more in a management or senior management position within the IT/IS industry or within the specific subject matter.
· ideally possess academic qualification with a specialization in a IT/IS management discipline which is recognized as MQF Level 6 or above, or equivalent in management experience that would make the person an expert in his/her specialization.
[bookmark: _Toc371241054]
Appendix B1 - Interview with Inspector T. Zammit, Criminal Investigations Department, Police of Malta.

Dear Mr. Zammit,
Thank you for your time today, here is the transcript of our conversation:
[bookmark: _Toc371241055]1. What is the raison d'être of the Cyber Crime Unit and how long has it been established?
The Cyber crime unit was established in 2003 and it supports criminal investigations by providing digital forensic to support reports made by the public - generally through the police stations and criminal investigations.
Typical work carried out by the Cyber Crime Unit includes:
· Investigating the inappropriate use of Internet e.g. hacking or computer misuse.
· Carving data out of computers captured during investigation to collect evidence from hard disks.
· Investigation of claims relating to defamation.
· Child abuse which is investigated pro-actively i.e. can be reported directly to the Cyber Crime Unit and through other agencies such as Appogg, due to the sensitive nature of social policy enforcement for children.
· Cyber Crime Unit organizes visits at schools and gathers feedback on the appropriate use of the Internet, for educational purposes, as a way of keeping in touch with the younger generations.
Monitoring of the Internet in a pro-active manner is complex and the perception that 'big brother' is watching may be misleading.  This is because it is impractical to monitor all Internet traffic even with the collaboration offered through international treaties whereby international agencies share information related to criminal investigation backed by international diplomatic treaties.

[bookmark: _Toc371241056]2. Mention a typical criminal case which was investigated.
A company reported that servers were down, thinking it was a technical fault and after investigating it turned out that an ex-employee had been gaining illicit access by using the unchanged passwords and deleting the files from the server.

[bookmark: _Toc371241057]3. Which legal notices and guidelines provide a legal basis for criminal investigation using digital forensics?
Criminal Code 1854, which is available [online] at http://www.justiceservices.gov.mt/DownloadDocument.aspx?app=lom&itemid=8574.
Budapest Convention of Cybercrime - which required about 10 years to ratify due to its extensive practical implications.  Information is available [online] at http://conventions.coe.int/Treaty/EN/Treaties/Html/185.htm.

[bookmark: _Toc371241058]4. What are the consequences of computer crime?  Can you quote any statistics?
Statistics quoted include cases involving the Cybercrime unit indicate computer misuse (hacking) and fraud, forgery and misappropriation as an increasing threat.
Reports relating to insults, threats and private violence, which includes defamatory acts have increased by 32-fold from 2003 to 2012.
Involvement in international terrorism is relatively low, whilst computer equipment delivered for carving data out it has increased exponentially; the total equipment delivered for analysis in 2012 is approximately 2.6 times that in 2003.
[bookmark: _Toc371241059]5. Which hardware and software tools allow the Cyber Crime unit to carry out their investigations?
Hardware devices which allow powerful computers to read data from computers without writing back records that may tamper the original data (e.g. timestamps of files).  We also use commercially available software to assist with searching through emails, files within operating systems and data that is designed for computer forensics.

[bookmark: _Toc371241060]

6. There may be a perception of invasion of privacy due to monitoring of information for criminal investigation and an attorney might quote the provisions of the Data Protection as the underlying principles against the use of digital forensics.  

The Cyber Crime Unit is exempt from the provisions of the Data Protection Act, in the sense that they are not obliged to inform the data subject that they are being investigated, for the purposes of reducing the risk of discouraging the potential criminal from providing useful evidence.  Amongst other activities the police can request information such as email content from internet service providers and mobile operators, although the requests for data are specific and are requested on a case by case basis.
Insp. Zammit remarked that the police do not phish for data, referring to the Data Protection legislation, and, the rights of individuals to have their privacy respected.
	

	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	




	Cases involving the Cybercrime Unit, Criminal Investigations Department, Floriana, Malta

	
	2003
	2004
	2005
	2006

	Adult pornography
	0
	0
	0
	10

	Child pornography
	7
	31
	11
	11

	Computer misuse including hacking
	7
	16
	18
	29

	Counterfeit currency
	0
	0
	0
	0

	Fraud, forgery and misappropriation
	16
	9
	25
	40

	Trafficking in Human Beings
	0
	0
	3
	3

	Illegal Gambling
	0
	0
	0
	4

	Incitement of racial hatred
	0
	0
	0
	2

	Information gathering on police reports
	15
	37
	28
	14

	Information gathering on missing persons
	0
	0
	0
	0

	Insults, threats and private violence
	5
	6
	9
	38

	Intellectual Property Rights
	1
	8
	5
	5

	Other Serious Crimes
	0
	0
	0
	0

	Prostitution
	0
	0
	0
	1

	Sexual offences including defilement of minors
	0
	0
	0
	15

	Terrorism
	0
	0
	4
	0

	
	51
	107
	103
	172

	
	2007
	2008
	2009
	2010

	Adult pornography
	1
	10
	3
	4

	Child pornography
	5
	23
	29
	17

	Computer misuse including hacking
	45
	75
	80
	128

	Counterfeit currency
	0
	0
	2
	1

	Fraud, forgery and misappropriation
	46
	54
	68
	60

	Trafficking in Human Beings
	0
	1
	1
	0

	Illegal Gambling
	2
	2
	1
	4

	Incitement of racial hatred
	0
	0
	0
	4

	Information gathering on police reports
	23
	16
	25
	24

	Information gathering on missing persons
	0
	5
	4
	4

	Insults, threats and private violence
	38
	61
	85
	88

	Intellectual Property Rights
	3
	7
	0
	3

	Other Serious Crimes
	0
	4
	5
	20

	Prostitution
	1
	0
	0
	0

	Sexual offences including defilement of minors
	6
	18
	12
	10

	Terrorism
	0
	3
	2
	8

	
	170
	279
	317
	375




	
	2011
	2012
	
	

	Adult pornography
	0
	1
	
	

	Child pornography
	12
	11
	
	

	Computer misuse including hacking
	134
	219
	
	

	Counterfeit currency
	1
	1
	
	

	Fraud, forgery and misappropriation
	67
	133
	
	

	Trafficking in Human Beings
	2
	1
	
	

	Illegal Gambling
	0
	0
	
	

	Incitement of racial hatred
	1
	2
	
	

	Information gathering on police reports
	23
	46
	
	

	Information gathering on missing persons
	3
	7
	
	

	Insults, threats and private violence
	91
	97
	
	

	Intellectual Property Rights
	1
	2
	
	

	Other Serious Crimes
	20
	31
	
	

	Prostitution
	4
	10
	
	

	Sexual offences including defilement of minors
	10
	10
	
	

	Terrorism
	3
	5
	
	

	
	372
	576
	
	


[bookmark: _Toc371241061]Source of information originating from Inspector Timothy Zammit, Criminal Investigations Department, Floriana, Malta
[bookmark: _Toc371241062][bookmark: _Toc371241063] (June 2013), reproduced with kind permission.
Appendix B1 - Interview with Mark Agius, Project Manager

Thank you for meeting me today.   The meeting lasted about 2 hours, and, I would like to thank you for the courtesy of paying my beverage.  This time taken to write this up was considerably longer, which means that the meeting has positively influenced my learning.
The exchange of information was insightful and interesting.  
I am outlining as a transcript of our discussion your profile and the main points discussed during the interview, which includes some comments from my part that I feel fill in or clarify arguments that you brought forth today.

Mr. Mark Agius Post Grad. Dip. in Strategic Business, MCSE, MCDBA, LPIC-2 Certified Linux Administrator, Data Center Technical Specialist, IMIS,  is a professional technical manager with over 17 years of management experience and system/network administration, capably demonstrating multi-faceted technical skills.

Mr. Agius highlighted the importance of planning as a central theme throughout his interview, and, this seems to reflect his diligent personality, covering his views on outsourcing, vendor management, performance management, diligence, communication - with a particular emphasis on written communication, and, leadership at all levels of the organization.  

Nevertheless he allowed for the fact that written communication may be followed up with verbal communication although in reality, the workload observed may not allow enough time to engage in meaningful in-depth discussions at all levels.  

This implies that the increased use of electronic communication such as email is expected to continue to influence and pervade our day to day lives.


Online profile of Mr. Mark Agius is available at mt.linkedin.com/in/markagius.
This transcript shall be used as part of my research for my thesis, which analysis the extent of outsourcing and the opportunities that it may offer to the business in the coming years.  I am also attaching an early draft of the literature review which I hope outlines useful information.
The following outlines my summary of your answers to the questions.

[bookmark: _Toc371241064]
1. What do you consider to be the critical success factors that incentivize a firm's make or buy decision?
Cost, quality and timeliness of delivery are critical factors when considering the viability of an IS/IT project, with cost and time being increasingly important to client organizations in the experience of Mr. Agius.

Customers nowadays expect ongoing support i.e. beyond the delivery of the project, within a reasonable and adequate response time.  They also need to access resources (e.g. skilled technical persons) which they decide not to recruit as part of their in-house employees, as part of their core business (or organizational) functions.  Therefore they achieve access to specialized technical resources which they might not be willing or able to access, through the use of business to business services that may be outsourced.

Training and appropriate communication - both with internal resources and with customers and stakeholders' are important to enhance the perception of the service delivered, by involving the customer in the process and the decision making process, to mitigate or alienate the risks identified based on the policies and requirements outlined by the client and keeping the client aware and informed of the progress either on a regular basis or on a need basis.  Mr. Agius prefers to communicate weekly with customers that are considered to deliver considerable value to the outsourcing provider, in order to ascertain whether improvements can help improve the clients' perception of the service delivered.  

Finally the client may decide on whether s/he considers a (business) function to require outsourcing based on perceived profitability (or cost savings) which can be measured with the estimation of the return on investment, and, based on his/her perception on whether the function needs to be managed closely as this is part of the core functions of an organization or whether it can be outsourced.  For example, a software development company would normally be expected to engage software engineers and professionals as employees, and, may outsource other functions such as administration, quality assurance and other work which may have temporary 'peaks and troughs' that require additional effort.


[bookmark: _Toc371241065]2. What are the major points to keep in mind when managing quality?
Quality management involves a holistic approach that is outlined by project management methodologies as one of the most important critical success factors.  
In order to ensure quality is managed adequately, appropriate use of service level agreements that are organized according to the level of service to be provided to the client organization need to be defined contractually or otherwise in advance, to ensure that the client is aware of the risks - some of which can be mitigated - and that the project manager understands the clients' and stakeholders' views on the direction of the project, or support agreement.  For example, we might have the following hierarchy of service level agreements:
Service Level Agreement 1 (SLA1) guaranteeing a response time of 1 business day and providing first line of support, at pre-defined rates/charges.
Service Level Agreement 2 (SLA2) guaranteeing a response time of 4 hours and providing second line of support, which includes a guaranteed technical resolution, at higher rates/charges, which would be priced at 2.5 times the rates for SLA1.
Service Level Agreement 3 (SLA3), guaranteeing a response time of 2 hours and providing third line of support, which includes a technical resolution (workaround) and commitment to integrate incidents reports as part of analysis for a longer-term solution.

Mr. Agius highlights the importance of delivering workarounds, that are followed up with solutions to the problem, and, recommends adequate timeframes for guaranteeing such response times to be contractually binding, in order to satisfy customers' expectations.  Typically, an acknowledgement of the problem is given by the technical support team within 10 minutes, a workaround can be provided within 1 week of reporting the fault and a permanent solution - which may involve software engineering and other systems administration tasks - within 6 weeks that the report is provided.

Service level agreements may include financial penalties for non-delivery and may guarantee 24/7 support, having skilled resources on call and readily available to provide technical support.  Management includes the appropriate scheduling of shift patterns that are appropriate taking into consideration corporate culture, individual attitude and predisposition, and, general culture of the inhabitants of the country which may influence upbringing.  

This underpins the appropriate leadership and human resource management skills that are highly relevant within all levels of the organization, particularly middle management and supervisory management who are expected to communicate effectively, and, provide adequate resources that enable the technical specialists to work effectively and efficiently, thereby supporting the service level agreements - and other urgent requests and expectations such as customer satisfaction - to be met effectively.  

This implies important resource management - including human and technical infrastructure amongst others, that need to be addressed by the firm(s) providing technical services to client organizations who have chosen to engage a specialist IT/IS service provider to take care of their technological requirements.  

It was highlighted that requirements may consist of prepared requirements, or else, elicited requirements, and, organizational skills are required to ensure that meeting agendas are prepared in advance leaving room for 'out of topic' questions, and, having headings that include the issues to be discussed, action to be taken, and, the responsibility for addressing the issue, and, preferably an agreed deadline.  

Mr. Agius also highlights the importance of customer relations by being professional, following up regularly with the customer on specific aspects affecting the progress, and, keeping agendas that are appropriate for purpose.

A sample agenda is available at http://www.docstoc.com/docs/7055519/SUMMARY-OF-ACTION-POINTS-PAMS-MEETING-ON-22-MAY.


Mr. Agius highlighted the importance of a clear and complete handover, in his experience of overseeing technical support provided on a multi-national basis, to cover 24/7 support.  This should cover the tasks being handed over in the appropriate level of detail to enable another person carrying out similar duties to work effectively.  This may be followed up with a 30 to 40 minute handover session, to outline and summarize the work and to highlight the most critical and urgent issues to be resolved, as this is common within an environment that provides technical support.
On the other hand, Mr. Agius understands that physical and psychological stress require appropriate people management including allocation of work breaks and an opportunity to raise issues that might not have been clearly articulated or misunderstood by some team member, as we are all human beings.  

This does not discount on the quality of service that needs to be delivered to the client, however, as Mr. Agius seems to highlight customer satisfaction as a personal driving force in determining business relationships.

Mr. Agius adds that handovers and documentation can highlight many areas for improvement that might not have been immediately evident during the planning process, or simply to indicate shortfalls in individual, team or process performance within any organization i.e. whether it is the client organization or the organization that an IS/IT manager is overseeing.

Samples are being attached to illustrate possible templates that are used, as are being suggested by the author.  Some ticketing software allows for the integration of a detailed handover and appropriate 'flags' to indicate whether a handover has been detailed for record keeping, workflow and for follow-up reasons.  

It is critical that business continuity is given high priority when working within an organization that provides technical support to client organizations who rely on the technological infrastructure for their business needs.  

The author realizes that this might be a critical factor that might discourage a client from outsourcing technology services, therefore trust needs to be built from both parties.  It is noted that relationship building - similar to time in attending job interviews - is commonly non billable, therefore a cost to the persons meeting the prospective client(s) or employer in their own time or in the time for which they are paid by their employer in the case of the project manager or the customer relationship or account manager.

[bookmark: _Toc371241066]3. How do you engage in vendor management?
It is important that deliverables are highlighted in detail, in terms of the software functionality, non-functional requirements such as expected response time and hardware specifications that need to be specified in clear terms for the purposes of specifying the technical parameters by which the vendor organization is made aware that they need to deliver.

Mr. Agius highlights the importance of looking beyond the immediate requirements, and, analyzing metrics such as the expected transaction and data volume, which is expected to impact the capacity required in the medium to long term.  

Expected transactions can be measured by analyzing historical data within similar organizations or within the same industry or may be asked of the client to estimate amongst other methods, although it needs to be clarified that the past is not a guarantee of future performance.  Increased transaction volumes in the long term have an impact since they can lead to higher infrastructure costs (e.g. storage, systems administration), beyond the technical implications on the analysis in the case of software development projects.

Mr Agius tells us that common sense is not so common by highlighting a few humoristic examples that he experienced throughout his career, which underpin the importance of due diligence, customer relations and professionalism throughout the relationship where he outlined that the theories provided to us about culture might not be sufficient information to evaluate the specific needs of the client, which implies additional communication needs.  Mr. Agius also adds that company culture may imply rigid standards, or, being flexible towards the terms of delivery and expectations, and, this commonly this boils down to the decision makers.
For example, he outlines the difference between cultural and individual perceptions related to the delivery of service, which are not necessarily related to the country of origin but may be related to the personality, mood and environmental factors of the decision makers and the organizations that they represent, amongst others.
Mr. Agius outlines that although cloud computing (e.g. Software As a Service) is highly promoted as an effective service that can be managed by providers, vendors commonly use specific wording in their adverts to entice customers in perceiving advantages that are not necessarily guaranteeing a high standard of information systems security when these technologies are evaluated by IT professionals.  
For example, it was discussed that the appropriate and professional use of subnetting and other professional network design methodologies within the internal network where the services are hosted may be intelligently used to guarantee that each client might make appropriate use of dedicated server pools as is commonly advertised by providers.  Unfortunately,  adverts made by IS/IT providers may be misleading or make use of smart wording to mislead the customer.  
According to the Maltese Commercial Code 1933, Article 32B, misleading advertising is in breach of the law.  It may be good practice to stipulate the appropriate jurisdiction(s) for seeking legal damages within a contract of service that is deemed to be legally binding.
This implies the need for IS/IT professionals who may be engaged in monitoring the delivery and viability of a project.
[bookmark: _Toc371241067]
4. With your experience in managing quality which methodologies would you recommend using for IT/IS management.  Why should firms take advantage of established standards?

Mr. Agius outlines that methodologies including ITIL Microsoft Operations Framework for service management, PRINCE2, PMP as formal project management methodologies have to be implemented to fit the needs of the client and vendor organizations, and, at times to fit particular projects, suggesting that clients can opt for consultancy, and, may require training in order in the above frameworks in order to be able to manage the technical infrastructure themselves.  Budget permitting, the best practice suggested is a hybrid approach that makes use of an experienced consultant, and, training provided to persons who have less experience in delivering projects and providing services using industry-standard methodologies.  
Businesses may seek to get a hybrid approach by taking advantage of the right balance between the use of established frameworks that are adequate for their needs, as this would have a considerable positive impact on their time to learn the fully-blown framework or methodology and to acquire expertise on the matter.
This ties in with a quote read on social media from Bob Clark MSc FBCS MSyI CBCI - ITIL and business continuity consultant
"if you are afraid of the costs incurred when you hire a professional, wait till you see the costs of hiring an amateur"
Source: facebook.com, September 2013
Mr. Agius recommended the use of Agile-based methodologies, for software development, also highlighting the importance of appropriate change management, that can be addressed using prescribed methodologies such as ITIL that need to be adapted to the needs of the organization.
It was also discussed that project plans are to be followed up with appropriate service agreements to ensure that the client realizes the full benefits of technology in the short term and in the longer term, as technology requires frequent training which is commonly the responsibility of the outsourcing provider amongst other reasons.

Common sense is not so common according to Mr. Agius and established frameworks provide a basic guideline to help organizations manage their (IT/IS) resources holistically and professionally.
[bookmark: _Toc371241068]5. How do you feel that global economics and politics influence your decisions as a project manager?

There is an increased need to adapt the expectations of the client, to the proposal that one is providing to the client organization, and, to demonstrate sound management, customer relations and a pro-active approach in resolving technical problems.  
Mr. Agius helpfully advises to ensure that deadlines and important information relevant to promotions and funding relevant to a proposal are to be outlined clearly and in writing to the client 'a priori', and, one should seek to clearly establish deadlines for accepting proposals, deposits, and, promotional offers, in order not to end up making a loss.  For example, if Microsoft offer Windows 8 for free on 4th July 2013, then complete information needs to be documented within the proposal, otherwise, if vague wording is used, the client may be mislead into thinking that the offer is open 'ad infinitum', as we humoristically assume that the client seeks to interpret in the manner that best suits his or her interests.  As a matter of fact EU funding is bound with deadlines as well.
A project management needs to be smart enough to propose products and services at the right time, in the knowledge of budgetary constraints or other constraints that may put a proposal in different light in the customer's frame of mind, and, decision making strategy.
Mr. Agius suggests that in order to reduce total cost of ownership, one may adopt a 'train the trainer approach' or through the use of computer-based training, as this may save on the training costs that are commonly required by the client in order to understand the basic implementation details of a project - which would enable them to manage the technology more effectively.  
More often than not, failure to undertake proper training may result in unrecommended tinkering that may result in higher costs to repair the problem, than the cost incurred when adequate training allows the client to troubleshoot the problem effectively prior to escalating the problem, or, tinkering with the technology without appropriate technical guidance.
A number of companies provide the services of an account manager who is engaged to look into the specific needs of the client as part of the service provided to the customer, although different criteria are used to decide on the number of hours that an account manager dedicates to clients.  Mr. Agius highlights with this example the importance of monitoring the account and liaising effectively with the technical parties involved.  For example, he mentions a case where an account manager might need to go beyond the contractual agreement and liaise with a technical support manager to ensure that the client is satisfied with the approach or the impression that the decision makers might have of the project manager(s) making the proposal, and, the account manager diligently highlights relevant information that may be of benefit to show respect and understanding of the clients' culture and their background.
The author is assuming that this may be based on the contractual value of the contract or portfolio, although this is not necessarily a golden rule.
Mr. Agius confirms that return on investment is key financial metric that is sought to be quantitatively compared when evaluating the economic feasibility of a (technology) project.  
Therefore, financial metrics seem to have a high priority when reviewing proposals, in view of the fact that they can lead to cost savings, or, profit, and, this is addressed by quantifying the return on investment over the span of an outsource function.  
For example, in the author's experience, traditionally firms would typically outsource when the rate of hiring outsourced resources is lower than that if they seek to engage employees.  The client organization might realize that there is a long term benefit which affects the bottom line by re-engineering the business process with the underlying improvements brought about with investment in technology.

The author feels appropriate to add that this needs to take into consideration the viability of the investment in the particular technology.
Individual and corporate policies and culture is dependent on the individuals concerned, the culture in which they are brought up, and the diversity of cultures within which they are working (e.g. teams made up of people with different nationalities as is common within the iGaming industry in Malta with the increased influx of foreign direct investment in the Maltese islands), as IT/IS has become predominantly an example of how diversity and globalization has influenced commerce in the Maltese islands.  This has been confirmed by a manager working for an iGaming provider, who confirms sales revenues in excess of 300M EUR generated by the company.

[bookmark: _Toc371241069]
6. Do you take into consideration time zones to ensure that client organizations avail from 24/7 support?

Yes, for example, a typical setup might consist of establishing an office in Malta and an office in New Zealand with appropriate technical human resource capacity to be able to provide support round the clock.  Moreover, it is important to ensure that sufficient flexibility is available so that technical support is available 'on call' when particular expertise is required to troubleshoot incidents. 

[bookmark: _Toc371241070]7. How do you go about managing culture?

Mr. Agius discussed culture as being influenced by the environment, country where the client and vendor(s) or outsourcing providers are established, and, on psycho-social factors influencing the people that need to be coordinated professionally.

[bookmark: _Toc371241071][bookmark: _Toc371241072]8. Risk management is important in pre-empting possible issues ahead of time and their mitigation.  Ciborra recommends risk rating can be quantified as probability x likelihood.  We also mention the possible use of methodologies such as PRAM. How do you go about risk management?

Mr. Agius highlights the importance of proactive communication i.e. keeping the client in the loop as highly important, since this way a project manager has the client's direction on the risks that the client is prepared to take and the risks that the client is prepared to mitigate, as this frequently affects the cost, timeframes and other delivery criteria. 

The client needs to be kept in the loop of actions to be taken in mitigating risks, whether it is feasible to mitigate risks in order to establish a conscious awareness during the implementation.  It is also possible that risks are not planned for upfront, and, contingencies allowed for to allow for such risks for which there is not sufficient depth of information to specify the impact of a particular risk.  The client is required to accept, refuse or provide feedback on the risks and issues arising throughout the implementation, as this gives the project manager background information on evaluating the risk appetite of the client organization or their representatives (decision makers).
* Cloud computing with its popularity may have given rise to fears - some of which may be real about clients' concerns whether their data is secured, and, this gives rise to the risk of unauthorized access to data.  
Inspector Zammit (2013) had confirmed to the author that the incidence of computer crime had increased over the years, and, clients need to be educated in taking basic measures such as changing their passwords regularly - whether this is enforced by policy or not and managing information security policies effectively, rather than reactively.  
The media reported the case of Edward Snowden, a previous security administrator at the US National Security Agency (NSA), who leaked documents exposing the that even though information security practices are implemented to secure access against unauthorized access, some hacking methods can bypass these protection mechanisms.  
Mr. Snowden has been nominated for the European Sakharov prize (Sept 2013).
[bookmark: _Toc371241073]9. What are your views on outsourcing as a business opportunity in the Maltese islands?

Mr. Agius stated that mentality and attitude are influential factors to reach a satisfactory level of mutual trust between potential business partners, which can also be influenced by the generation and the exposure to technology of the individual.  

To clarify this argument, the author underlines that baby boomers may require more background information than persons who are more technologically savvy, although this is not necessarily the case, depending on the educational background, attitude and exposure to technology that the individual has had over the years.

He further recommends that competitor analysis may lead potential customers to 'jump on the bandwagon' and implement technologies that are being implemented by their competitors, amongst other motivations.

[bookmark: _Toc371241074]

10. How would you break down quality management in action?
Quality management and the subsequent performance monitoring may be managed by:
· meeting clients' requirements and ensuring that internal and external stakeholders' requirements are met, using appropriate change management professionally.
· acceptance of proposals needs to be prioritized and formalized to avoid misunderstandings on decisions taken
· performance measurement and monitoring to evaluate whether results are being achieved and whether clear progress is being reported to the client organization.
· usability and evaluation of acceptance, learning and satisfaction from end users or their representatives 
· monitoring of the delivery of the business requirements stipulated with the client organization.  For example, if the original statement of works outlines that cost savings is expected to be achieved through decreased time to process the payroll, then, a proportionate equivalent of the cost savings can be quantified and reasonably estimated to evaluate whether the technological implementation has been successful.

11. What factors influence recruiting the right candidates when managing an IT/IS company or acting as a recruiter?
Mr. Agius recalls that he had been responsible for recruiting several times, including when he worked for Lombard bank plc and decided to move on to fulfil career ambitions at APS Bank Limited; he outlines us his views on attracting the right talent.

Mr. Agius underlines the good practice of matching the right level of skill with the right level of service agreement i.e. if your IS firm provides solutions through software development services, then the firm needs to engage competent software engineers who can fix real world problems within reasonable and commonly contractually binding timeframes.



Amongst other reasons recruiters might not give enough importance to seeking a positive balance between qualifications and 'hands-on' experience.  

Mr. Agius perceives that experience is very important in determining - at interview stage - whether a job is fit with the candidate.  Unfortunately it is common to specify inappropriate specifications for a position, and this may attract the inappropriate candidates, highlighting the importance of educating or training human resources professionals and recruiters to understand the specific needs of the IS/IT industry.  Exposure to practical IT experience is looked upon favourably during short-listing.

We humoristically talked about the practice of matching requirements 'by the letter' rather than 'to the spirit' of the job description, and, that this may result in lost opportunities for either the company seeking talent, or the job candidate who might lose an opportunity due to misunderstandings or communication shortfalls.  This can be seen as similar to 'rubber stamping' in bureaucratic organizations, where the rationale behind reaching a decision might not be transparent to the stakeholders.

The requirement for training might imply the need for certification and education to be availed of by persons who are seeking to make a career out of IT, as this provides evidence to potential employers that candidates are skilled in a particular area.

When asked about his views on training hours and research, Mr. Agius states that allowing for the fact that workload has to be respected and that the employee is engaged to fulfil duties towards the employer as stipulated by business-driven priorities, research which is related to the work at hand is reasonably allowed to be carried out during working hours, although it may be implicitly expected that IT/IS professionals seek to take the initiative of carrying out independent research and self-training to improve their skills and gain better career opportunities, since at the end of the day it is within the person's interests to manage their careers, not just in the interest of the employer.

Nevertheless, some business to business partnerships, such as having vendor partnerships may require IS/IT providers to engage vendor-certified staff as employees of the company, and, it seems logical to think that employers might favourably look upon job candidates who are already certified and specialized in technologies that they seek to support and use as part of their core business activity.  Additional academic research and training is highly encouraged by Mr. Agius.

Giving us a word of caution, supervision may help reduce the risk of the 'odd' case (hopefully) where employees make inappropriate and unproductive use of their time at work, which are in breach of the duties stipulated by their supervisors.  From the point of view of culture, some companies might have 'relaxed' supervision where employees are not monitored, whilst on the other hand, tension may arise when employees are monitored too closely, as this might be seen as an invasion of privacy.  Mr. Agius seems to agree on an appropriate and ethical balance between productivity and learning for the sake of improving organizational and individual skill, knowledge and expertise.  He explains that beyond the legal responsibility of the company, managers and leaders need to align themselves to their stipulated responsibilities and objectives given to them by the management team of the company, and, this commonly imposes policies and practices on their subordinates that require appropriate leadership and management.

Mr. Agius gives us his advice on human resources management, outlining that technical support personnel need to be provided with appropriate resources to enable them to work effectively including remote working, remote connections through mobile connections with sufficient access to enable them to access the technological infrastructure, the use of mobile phones and technology to support the technology implemented.   Human beings are also subject to temporary absence and emergency situations that need to be addressed with appropriate contingency planning.  For example, business continuity needs to be taken care of when one of the technical specialists calls in a being 'sick', and, this may require the planning of prescribed and documented standard operating procedures within a professional IS/IT environment.



As far as personal characteristics are concerned, he outlined that although supervision is still perceived as an important management/leadership control, this can be supported by establishing collaborative teamwork and genuine conscientiousness of individuals working in the interest of the organization for they are employed or subcontracted.  

[bookmark: _Toc371241075]Would you like to add more tips on time management, or any other topics that you would like to highlight?
There are no additional comments to add.

Disclaimer
The information shall be used as part of my thesis, which I shall subsequently provide you with a copy, when it has been finalized.
It would be appreciated if you could provide some testimonials and case studies, and, sample contracts and templates used to corroborate your experiences and outline perceptions of critical success factors from the clients' point of view and from a project management point of view.



Appendix B2 - Interview with Ronald Aquilina

Ronald Aquilina graduated in economics and holds a master's degree in administration.  He has held IT management positions for the large part of his career, and, currently lectures degree-level topics at St. Martin's Institute of IT.  His academic preparation is extensive, and, his attention to detail is impeccable, along with his excellent communication skills in explaining the most complex of concepts in ways that a literate person is able to understand.
Ronald Aquilina is currently finalizing his Ph.D dissertation with a Scottish university, which includes a 300 page research into small to medium enterprises, and, has supervised the quality of this research project using his experience and multidisciplinary academic knowledge, which include professional economic knowledge, mastering business administration and three decades of senior IT management, who values professionalism and business ethics as a philosophy of life.  
He enjoys travelling, reading and when he is not researching his thesis he spends his time giving individual attention to his students.
His online profile is available at mt.linkedin.com/in/ronaquilina.
1. Which are the critical success factors for outsourcing and make vs buy decisions? 

What we outsource in terms of information systems and information technology depends on the application system that is going to be outsourced.  In our firm we have a small IT department, including two software developers, however, if the firm does not have the expertise to develop the application, we embark on outsourcing the information system.   The reason is that top management cannot afford to keep abreast of technologies and they would prefer to transfer the burden.  However we do not exonerate our responsibility from managing the application or from managing the outsourcing providers.

Just to give you an example, a year ago, we implemented a handheld system for our sales representatives.  Since we have strong skills in technology and information systems, we prepared a request for proposal delineating all the important aspects of the system that we wanted to outsource.
Then we sent the request for proposal to three providers, and, once we received the proposal, we evaluated each proposal and we shortlisted two of them and subsequently selecting one of them.
Since we were not conversant with the technology it seemed like a logical decision to take.  Since we have strong skills in information systems, the providers were clearly aware from the first day that we “would not be taken for a ride”, and they tried to be as proficient as possible, because they realized that they would not stand a chance to behave opportunistically, in a way that negatively affects the interests of our firm.

I hope to have answered your question.



1a. Amongst other success factors that you might have considered which other criteria were relevant for you to take the decision, such as cost, return on investment etc?

First of all the main concern is expertise, as we cannot keep abreast of technology.
Secondly, and this does not only apply to IT; our company is also outsourcing most of its non-core activities and it seems to be logical nowadays that companies are not replacing IT staff when they leave the company, and, this is a clear sign that they would opt for outsourcing ventures in the future.  

It seems that the traditional IT department is on the way out for small to medium enterprises.  These decisions imply added responsibilities, because when an off the shelf package is selected, there has to be a working relationship with the providers.  Trust is a very important aspect and a relationship not grow overnight it takes years to cultivate.  

Finally, our company is trying to invest in information systems specialist to serve as a bridge between the users and the providers.  This would make the outsourcing venture successful.


2. How would you break down quality,  for example when evaluating the technical proficiency of the system?

By quality such as enterprise resource system the following aspects are important:
2.1. Ease of use i.e. user friendly including help facilities within the screen
2.2. Includes simple screen layout
2.3. Documentation is important, although you might have the impression that we find most of the documentation online.  Documentation adds to the quality of the delivered information system.

It is expected that when we are going to outsource, especially an off-the-shelf package especially if it is used by different companies in the same industry, the probability is that the system is almost if not totally bug-free.  What worries me is when you are sub-contracting the development of tailor-made software.  That would mean that during the first three to six months,  bugs would be expected to be detected.  I have a preference for an off the shelf package, which may not meet all the requirements, although 80% of the requirements would be met, and, the remaining requirements are developed as an external module.  This is done so that if software updates are made in a modular fashion that makes it easier to identify the 'culprit module', rather than having a development integrated within the original off-the-shelf package.  

To a certain extent there is a risk here, in the sense in the sense that if you are engaging a software house, the risks of having bugs amongst others.  What is also noteworthy is that usually commercial off the shelf packages denote best practices, within the sector the firm is operating and this may impact the way the organization will start carrying out its tasks.  This will inherently create change in the organizational structure, and these are issues that have to be addressed when outsourcing is not available. 




3. With your experience in managing quality which methodologies would you recommend using for IT/IS management, for example PRINCE2 for project management, since nowadays bureaucracy tends to extend the delivery time-frame of projects.

I have never used accredited methodologies mentioned such as PRINCE2, since I have found simpler methodologies to be effective just the same.  I communicate with providers using a request for proposal, prepare milestones for delivery using spreadsheets as an executive tool, rather than sophisticated tools.  I make extensive use of mind-maps to keep the technical jargon out of the communication with the user.

3a. How about technical communication, do you stick to simplicity as well e.g. flowcharts for software developers?

For technical people, since we are very conversant with information systems, we write high level specifications and we communicate with providers in a typical way.  On the other hand, we communicate with our users trying to use prototyping tools such as screen layouts, output from screen, report layouts, because these serve as a communication tool with end-users.  Experience shows us that the more we leave out technical jargon out of the matter means that communication is better.

Finally, I always try to involve users from the early stages, and during the initial stages of an outsourcing project, I would try to plan strategies for managing human resistance to change.




4. How do you feel that global economics and politics influence your decisions as a project manager?

Before looking at what is looking outside the organization, what is happening nowadays is that firms are assessing the cost of labor including the cost of IS professionals.  Given that we live in an age where search engines provide access to any product we want, this is an advantage to what resources we could access when I started my career 35 years ago, when no software packages were readily available off the shelf.  Nowadays even enterprises such as Oracle, and, SAP have addressed the needs of the small business organizations because the software depends on the users that would be using the package.

There is also the question of how much the package costs.  If the total cost of outsourcing is less than the total cost of developing and administering the IT function, then it implies that outsourcing is financially feasible.  Business secrets used in the sales process are preferred not to be disclosed by top management to outsiders in the company I work for, therefore they are outsourcing all the modules except for the sales module.

5. Do you take into consideration time zones to ensure that client organizations avail from 24/7 support?

What issues other than scheduling of working shifts does one need to take care of when off-shoring is required?

When we needed third party support from Oracle, which operate from the USA, as they are 9 hours behind us, and, it obviously affects us since my staff and myself have to stay longer to adapt to their working hours, staying beyond office hours.




6. How do you go about managing culture when you have employees from different countries working for you?

Top management should ensure that the organizational structure requires employees to adhere to the company policies in my organization.  This approach dominates the humanistic approach of focusing on the various cultures, because the organizational culture imposes the way by which people undertake their tasks, whether you are Maltese or not.  This is in my view very powerful.  

In my experience I have always tried to resolve the issues emanating from organizational culture, because you might have an environment where training requirements are not addressed, this will bring about a (perceived) disaster when you are trying to implement an off-the-shelf package.  My focus would be on addressing organizational culture rather than individual issues.  The interviewer clarifies that this would imply standardization, and, clear communication of expectations.

Besides the organizational culture, there is also the individual aspect.  There is also the proverbial resistance to change from an individual perspective, and in this case one has to prepare the path of implementing the information system project.  Workshops are organized with all the users, including users who shall be using the system directly and stakeholders who are affected by the use of the system.  The deployment of the information system is very important and has to be taken into consideration seriously.

7. Risk management is important in preempting possible issues ahead of time and the mitigation of these risks.  We talked about opportunistic behavior and the technical risk of bugs, would you like to mention your view on risks.

In my view, risk would be minimized if the outsourcing venture is undertaken professionally.  By this I mean that first of all there should be a feasibility study, including the economic, legal, organizational, social and technical aspects to be taken into consideration.

Requests for proposals should be drawn up and distributed to the providers (or prospective providers).
It is important that key users are involved from the day one of the project.  The IT function in this case serves as a support function that acts as a 'go-between' the users and the outsourcers, to ensure that the implementation is deployed successfully.




8. What are your views on outsourcing as a business opportunity in the Maltese islands, from the point of view of the client and from the point of view of the entrepreneur?

Outsourcing, in my view, nowadays is a very attractive opportunity, however, like any other project not only IT, one has to carry out market research to assess the target market.  It is only then that one will come up with strategic objectives, such as an objective to focus on the IT infrastructure, including the server administration that forms part of the setup of an organization which represents foreign-based Enterprise Resource Planning systems or an accounting system.  There is a 'go-between' the foreign business organizations and the local business, who provides local-based support.

There is the challenge of keeping abreast of technology, which presents the professional with a possible risk, otherwise, in my view a business will not survive (competition).

E-commerce is a technology which most enterprises based in Malta are outsourcing, because they do not have the technological know-how.

9. How would you break down quality management in action, when it comes to measuring it on a day to day basis?

When it comes to managing information systems being outsourced, information that is generated from the system is expected to be accurate, and, timely.  Information that is generated is expected to be analyzed (by a senior manager), so that effective decisions can be made to improve response to customers, increased quality of management information, increase in market share, better productivity, and, operating with the least cost possible.  This would include the integration of the functional areas of business.

If these objectives are met quality criteria is met.  It is noteworthy that system fragmentation creates fragmentation of data.




10. What factors influence recruiting the right candidates when managing an IT/IS company and vetting personal profiles (curriculum vitae) of sub-contractors?

In my view, the trend is go for outsourcing, however, this does not mean that business organizations should not employ professionals to manage the IT function, at least a person.  When a professional is lacking the result is that systems are fragmented due to the fact that users develop custom applications using Microsoft Access.

Besides technical skills confirmed by qualifications and work experience, communication skills, positive attitude towards work, and, team-building skills are expected of people working as professionals.

11. What makes a business relationship trustworthy?

A business relationship based on trust may take time to build, and, this implies the managerial need for a tightly specified contract to be prepared to stipulate the conditions regulating lack of agreement or delivery.

11 December 2013 between 16:00 and 17:15 GMT+1
Planned duration:	 45 minutes		Duration: 38 mins
The wording in the actual recording might vary as the transcripts were structured and in some cases additional comments were clearly included by the interviewer where annotated as part of the transcript.



	Appendix C: Survey
	The following survey was sent out to a sample of 200 respondents, as part of the 	research.  
Dear [survey respondent]
We are doing research as part of my thesis in connection with B.Sc Information Systems and Management, that is to be awarded by the London School of Economics and Political Sciences.   
The thesis tackles the question on how effective outsourcing services may meet the needs of small to medium businesses, and, micro-enterprises, which the European Commission defines as having less than 50 employees, less than 10 M EUR in turnover, and, a balance sheet total not exceeding 2M EUR.   Offshore jurisdictions may have different parameters, and, this survey is not restricted to companies within the European Union only.
	1. Which describes the principal industry within which the business you manage 		operates?
	2. What is your position within the organization and how does this influence decision 	    making policies?
	a)	Senior management
	b)	Middle management
	c) 	Leadership
	d)	Administrator
	Would you like to share information on budget and decision making responsibility?
	3. How many employees work at the organization you manage?
	a)	Less than 10 
	b)	More than 10 but less than 50
	c)	More than 50 but less than 250
	d)	More than 250
	4. Do you make use of outsourcing?
	a) Yes
	b) No
	


5. We are seeking to understand the level of outsourcing.   
     Which business functions do you outsource?  
	a) Purchasing (Yes/No)
	b) Sales and Marketing (Yes/No)
	c) IT/IS (Yes/No)
	d) Accounting (Yes/No)
	e) Public Relations (Yes/No)
	f) Other 
	






	Comments




6. Are the outsourcing functions covered by a contract which you deem reliable?
	a) Yes
	b) No
Other




7. Customer relationship management is relevant to managing outsourcing functions?
Strongly Disagree [  ]   Disagree [  ]    Neutral [  ]   Agree [   ]  	Strongly Agree [   ]



8. Outsourcing improves the short term and long term bottom line, ranging from cost savings  for re-engineering and automation of processes to increased return on investment in technology as a result of re-engineering or innovation.
Strongly Disagree [  ]   Disagree [  ]    Neutral [  ]   Agree [   ]  	Strongly Agree [   ]

9. Outsourcing enables entrepreneurs to access specialist technical and 	management resources.

Strongly Disagree [  ]   Disagree [  ]    Neutral [  ]   Agree [   ]  	Strongly Agree [   ]

10. Outsourcing may reduce the costs involved in human resources management, management controls and may avoid the need to recruit specialists to manage all business functions required by their organization.
Strongly Disagree [  ]   Disagree [  ]    Neutral [  ]   Agree [   ]  	Strongly Agree [   ]

11. Total outsourcing is not recommended practice, since firms need to remain in control of their business, and, capably manage vendors and sub-contractors.

Strongly Disagree [  ]   Disagree [  ]    Neutral [  ]   	Agree [   ]  	Strongly Agree [   ]

12. Outsourcing provides easy access to flexible services and products which can imply increased flexibility provided to the clients and stakeholders of an organization.

Strongly Disagree [  ]   Disagree [  ]    Neutral [  ]   	Agree [   ]  	Strongly Agree [   ]

13. Outsourcing can provide organizations with additional marketing channels and public relations, through branding of best practices.

Strongly Disagree [  ]   Disagree [  ]    Neutral [  ]   	Agree [   ]  	Strongly Agree [   ]

14. Outsourcing puts the entrepreneur's mind at rest that risks are being 	managed professionally.

Strongly Disagree [  ]   Disagree [  ]    Neutral [  ]   	Agree [   ]  	Strongly Agree [   ]



15. Outsourcing gives insight to an entrepreneur that enables them to value expertise gained and gain further strategic advantage over competition, whilst monitoring performance of the provider transparently.
Strongly Disagree [  ]   Disagree [  ]    Neutral [  ]   	Agree [   ]  	Strongly Agree [   ]

16.	Would you like to add more comments?








17.	Would you like to participate in an in-depth interview?
a) Yes
b) No
	Contact details and preferred available dates/times







For the purposes of the Data Protection Act, data is being collected for research purposes, and, may be shared with officials representing the London School of Economics and its affiliates.
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